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New  engine.  Advanced  safe 
multilink  rear  suspension.  But 


As  part  of  a  gruelling  battery  of  dura-   I   an  uncanny  sense  of  peace  and  quiet 

bility  tests,  the  left  rear  window  of  the    I   at  most  any  speed. 

new  Mercedes  C-Class  was      Winner  of  the  But  tne  ))est  [jart  of  tne 

1994  North 


opened  and  closed  nearly  ^       r    left  rear  window  on  the  new 

American  Car  of 


25,000  times. 


the  Year  Award;     Mercedes  C-Class  is  the 


The  electric  motor  was  designed 
with  special  rubber  mountings,  isolat- 
ing vibration  and  noise. 

And  the  glass  itself  is  4  millime- 
ters thick,  helping  lend  the  interior 


sticker  price  on  it:  Starting  at  $29,900* 
it's  an  incredible  new  Mercedes  at  an 
equally  incredible  price. 

For  example,  in  addition  to  the  4- 
wheel  Antilock  Braking  System,  front 


'MSRP  for  a  C220  excludes  $475  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags, 
restraints.  Please  always  wear  vour  seat  belt.  ©1994  Mercedes  Ben:  of  North  America,  Inc.,  Montvale,  N.I., 


and  rear  crumple  zones,  dual  ai 
and  Emergency  Tensioning  Retil 
for  the  front  seat  belts,  the  C-Cla 
some  other  innovative  ways  of  p 
ing  you  in  an  accident. 

Windshield  and  rear  windo 
bonded  to  the  body,  increasing  stril 
rigidity.  Doors  are  designed  to  sta 
ed  in  an  accident,  but  open  afteil 

The  C220's  16-valve  4-cylindl 


dealer  prep  charges,  insurance,  optional  eqii 
Member  of  the  Daimler  Benz  Croup. 


sterns.  And  a  sophisticated 
11  you  see  the  left  rear  window. 


1  the  C  280's  24-valve  6-cylin- 
ne  deliver  torque  when  you 
lost:  merging  and  passing. 
Ivanced  computer  system  con- 
y  coordinates  critical  func- 
;e  air/fuel  mixture  and  valve 
mproving  performance,  econo- 
reducing  emissions, 
while  a  front  spoiler,  low  hood 
and  integrated  bumpers  re- 


duce wind  noise  and  improve  economy, 
the  impressive  0.32  drag  coefficient 
was  not  achieved  at  the  expense  of  pas- 
senger comfort. 

Orthopedically  designed  front  seats 
adjust  in  10  different  directions,  in  a 
roomy  cabin  designed  with  enough 
headroom  for  five  6'  2"  adults,  (l  or  any- 
one taller,  there's  the  standard  sunroof.) 

All  of  which  adds  up  to  an  impres- 


sively safe,  powerful,  well-equipped, 
and  reliable  Mercedes  Benz.  Even  be- 
fore you  notice  the  left  rear  window. 

For  more  information  on  the  new 
C  Class,  call  l-HOO  I OR-MERCEDES. 


The  New  C-Class 
Starting  at  $29,900* 


of  compliance  or  non  compliance  fees,  and  finance  charges.  Prices  may  vary  by  dealer  Base  MSRP  for  it  i  '280  is  S  14,900   \n  hags  are.  supplemental 
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)ECENT  UPPER  FLOOR 

emperature  balance, 
BUT  let's  address 
humidity  problems 

IN  THE  LOWER  LEVEL. 


HE         OUTSIDE  of 
lilding  may  be  the  thing  that  draws 
to  enter.  But  it  is  the  conditions  on 
inside  that  create  the  desire  to  return. 

The  uniformity  of  the  humidity 
:  temperature.  The  proper  circulation 
he  air.  The  comfortable  and  secure 
ironment  maintained  throughout. 

Your  building,  by  itself,  may  be 
y  impressive.  But  if  it  is  lacking  in 
se  essential  conditions,  it  will  almost 
tainly  be  less  inviting. 

Fortunately,  as  the  industry  leader 


with  over  a  hundred  years  of  experience, 
we  are  very  capable  of:  helping  any  struc- 
ture achieve  its  maximum  potential.  And 
of  making  it  a  truly  comfortable  and  pro- 
ductive setting.  (Regardless  of  where  it 
happens  to  be  located.) 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment. 

And  without  an  extensive  upfront 
capital  investment.  Because  the  costs  of 
improving  the  efficiency  of  the  mechani- 
cal, electrical,  and  lighting  systems  in 


your  facility  can  often  be  paid  for  by  the 
savings  in  energy  usage.  We  can  even 
back  these  improvements  with  a  written 
performance  guarantee. 

At  Johnson  Controls,  we  know 
that  no  matter  how  commanding  a  pres- 
ence your  building  projects,  ultimately, 
it  is  still  the  inside  that  matters  the  very 
most  to  those  who  inhabit  it. 

Precisely  why  we're  fully  commit- 
ted to  improving  life  in  the  great  indoors. 

JfgHNSON 

CONTROLS 
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TALK  SHOW 


We  weren't  surprised.  There  are  very  few  surprises 
left  these  days. 

— Lela  Cocoros,  spokeswoman  for  TCI,  on  Tuesday's  FCC  decisioi 
to  force  cable  operators  to  cut  their  rates  by  7% 
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CORPORATE  COUPLINGS 


THE  DEAL  MILL 

DREXEL  GIVES  UP 
THE  GHOST 


Swashbuckling  Drexel,  the 
seat  of  Michael  Milken's 
junk-bond  empire,  is  at  last 
no  more.  On  Feb.  24,  the  final 
vestige  of  once-mighty  Drexel 
Burnham  Lambert,  renamed 
New  Street  Capital,  was  to 
be  sold  to  an  Atlanta  finan- 
cier, Hol- 


combe  Green,  for  $209  mil- 
lion. Green  gets  the  remnants 
of  Drexel's  securities  portfolio, 
mainly  stocks.  This  removes 
any  trace  of  the  House  of 
Milken:  New  Street  will  van- 
ish, absorbed  into  the  new 
owner's  merchant  bank. 
Green  Capital. 

Drexel  has  gradually  sold 
off  its  $2.5  billion  in  assets, 
mostly  junk  bonds,  to  satisfy 
debt  holders.  With  its  emer- 
gence from  Chapter  11  in 


1992,  creditors  insisted  it  not 
retain  the  old  name.  So  it  opt- 
ed for  New  Street,  where  lies 
the  backdoor  to  its  Manhat- 
tan headquarters  on  60  Broad 
St.  Now,  the  30  remaining 
employees,  who  have  been 
selling  off  the  assets,  will  soon 
be  out  of  work.  "There's  a 
feeling  of  sadness  here,"  says 
New  Street  head  John  Sorte, 
former  co-chief  of  corporate 
finance  at  Drexel.  He  and  sev- 
eral colleagues  are  planning 
to  start  a  boutique  investment 
outfit,  New  Street  Advisors. 

Green,  however,  will  bene- 
fit nicely  from  Drexel's  car- 
cass. The  reason?  It  gives  him 
almost  7.6  million  shares  of 
textile  maker  WestPoint  Ste- 
vens, boosting  his  ownership 
of  the  onetime  troubled  Drex- 
el client  from  12%  to  34%. 
Plus,  Sorte  says,  he  gets  $85 
million  in  Drexel's  capital  loss- 
es, useful  to  shelter  future 
capital  gains.  In  short,  a  deal 
that  would  make  Milken 
proud.     Leah  Nathans  Spiro 


MASS  MATRIMONY 
FOR  CARMAKERS? 


I  takeover  of  Britain's  Rover 
Group  by  Germany's  BMW  is 
goading  the  big  European 
auto  giants  to  team  up  in 
some   way   in  the 
next  few  years 
whether  through 
mergers  or  stra- 
legic  alliance-.. 
The  Rover  deal 
makes  BMW 
more      of  a 
threat,  doul  »ling 
its  European 
market  share 
to  6.4%.  Added 
pressure  comes 
from    inroads  t 
made  by  Japa-  ^*~' 
nese  rivals.  Lon- 
don-based consultant 
Karl  Ludvigsen  says  Europe's 
biggest  producers  must  each 
boost  their  shares  to  20%  to 
25%,  up  from  10%  to  16% 
now,  to  remain  strong  global 


compel  ii  Hi's.  Hence,  new 
plings  will  be  necessary. 

Fiat,  financially  weak 
overdependent  on  the  Ita 
market,  seems  the  ideal  n 
ger  candidate.  France's 
nault,  whose  planned  lin 
with  Sweden's  Volvo 
died,  is  talking  with  Fiat  ( 
joint  venture  for  compor 
production.  S( 
■»■  speculate  marri 

^55IB»  PAIRIH^    is  possible 

Renault  is  pr 
tized  this  yea 
next.  Anal 
say  medl 
sized  Vc 
can't  sur 
without  a 
ger.  A  poss 
ity:  Mitsubi 
already  in 
L  joint  ventur 
«    i      "***"      a   Du tdi 

plant.  Money- 
ing  Porsche  insist: 
will  stay  independent,  bu 
may  merge  with  Volkswag 
which  has  developed  a  sta 
wagon  with  its  fellow  Gen 
carmaker.  Stewart 


RENAULT-FIAT 
VOLVO-MITSUBISHI 


PORSCHE-VOLKSWAGEN 


n 


SLUGFESTS 


DELTA  FLIES  INTO  AN  AIDS  STORM 


Delta  Air  Lines  is  battling 
an  ex-employee's  charges 
that  a  Delta  office  manager 
in  San  Francisco  compiled  a 
confidential  list  of  13  employ- 
ees believed  to  be  carrying 


HIV,  the  virus  that  causes 
AIDS.  Joseph  Sullivan  says  the 
memo,  which  included  his 
name,  listed  10  staffers  who 
told  management  of  their  con- 
dition and  three  suspected  of 


'X 


a  i.  i  t  y   <:  :i  :■:  <  ;< 


VIETNAM  BOOSTERS  SAY  that  with  the 

lifting  of  the  1 8-year  trade  embargo  against  the 
former  enemy,  a  new  Asian  Tiger  is  in  the  mak- 
ing. Many  of  its  70  million  con- 
sumers are  devotees  of  Ameri- 
can   brand    names.  Despite 


IN  REA1TY,  Vietna  m  s  eco- 
nomic advance  will  flag  because 
Bill  Clinton  won't  grant  it  most-fa- 
vored-nation status,  saying  more 
progress  is  needed  on  missing 
U.S.  troops.  Stiff  tariffs  will  price  Vietnamese 
goods  such  as  garments  and  shoes  out  of  the 
U.S.,  the  world's  top  market.  So  investors  from 


Marxist  rule,  the  Vietnamese  retain  a  knack  for 
capitalism,  especially  in  the  south.  Coca-Cola, 
Caterpillar,  Mobil,  Citibank,  and  loads  of  oth- 
er U.S.  companies  are  on  the 
brink  of  starting  lucrative  opera- 
tions in  Vietnam. 


PRICED  OUT:  Viet  low  tech 


Taiwan,  Hong  Kong,  and  Korea 
are  reluctant  to  invest  in  the  fac- 
tories Vietnam  needs  to  take  off. 
Now,  its  meager  $3  billion  in  ex- 
ports is  mostly  primary  goods 
like  oil,  rice,  and  seafood.  With  its  export  pow- 
er stunted,  how  can  Vietnam  afford  many  Boe- 
ing jets  or  IBM  computers?        Pete  Engardio 


carrying  HIV.  It  was  alleg< 
compiled  after  an  HIV-posi 
worker  from  San  Franc* 
got  a  nosebleed  on  a  flighl 
Former  Delta  ticket  agl 
Sullivan  is  suing  the  air 
in  a  San  Mateo  (Calif.)  cc 
over  his  1991  dismissal,  saj 
it  was  because  of  his  AIDS 
lection.  His  law- 
yer, David  Mat- 
tingly,  says  the 
13-year  veteran 
was  ordered  by 
his  office  man- 
ager to  reveal 
his  HIV  status 
to  co-workers. 
Mattingly  con- 
tends the  list 
violates  laws 
prohibiting  discriminat 
against  people  with  AIDS.  Ij 
ta  says  Sullivan  got  fired  j 
cause  of  excessive  absen« 
which  he  denies.  The  airl 
insists  the  list  was  no  irl 
sion  of  privacy,  but  a  v;l 
internal  management  comil 
nication.         David  Greism 


6  BUSINESS  WEEK/MARCH  7,  1994 


rhousands  of  IBM  products. 
Four  easy-to-use  catalogs. 
One  toll-free  number. 


Now 

you  have  a  direct  line  to 
the  vast  array  of  IBM  products 
and  services  featured  in  the  IBM 
irect  catalogs.  From  compilers  to  com- 
lete  CPU  upgrades,  it's  all  here  and  it's  all 
ist  a  1 800  IBM-CALL  away. 


3M  Direct  is  your  direct 
>urce  for  IBM  business 
roducts.  Simply  call 
800  IBM-CALL  to  order  any  of  our  free 
3M  Direct  catalogs.  You'll  find  the  latest 
ardware  and  most  advanced  software  for 
3ur  IBM  midrange  system,  a  wide  variety 
f  networking  products  and  a  complete 
ilection  of  IBM  mainframe  software. 

he  IBM  RISC  System/6000® 

)irect  catalog  features  everything 
'om  easy  upgrades,  workstations, 
eripherals  and  accessories  to  systems  and 
pplication  software,  tools,  languages  and 
tilities. 

:he  IBM  AS/400®  Direct 

atalog  makes  it  easy  to  order  upgrades, 
rocessors,  peripherals  and  workstations, 
s  well  as  systems  and  application  software, 


1800 IBM-  CALL 


/  tools,  languages  and  utilities.  It  also 
/  features  communications  and  LAN 
hardware  and  software,  client/server 
software  and  more. 


The  IBM  Networking  Direct 

catalog  gives  you  easy  access  to 
operating  systems,  communications 
hardware,  client/server  and  network 
management  software,  internet- 
working hardware  and  software, 
routers,  bridges  and  hubs,  as  well 
as  adapters  and  connectors. 

The  IBM  Mainframe 
Software  Direct  catalog 
puts  under  one  cover  all  IBM  main- 
frame operating 
systems;  application 
development  tools; 
client/server,  database  and  data 
delivery  software;  a  full  range  of 
systems,  network  and  storage  manage- 
ment tools;  plus  office  systems,  publishing 
systems  and  image  processing  products. 

To  place  an  order  or  request  your  free 
IBM  Direct  catalogs,  simply  dial  1 800 
IBM-CALL  (1  800  426-2255),  dept.  100B, 
or  complete  and  return  the  attached 
business  reply  card. 

It's  IBM  Direct  from  IBM. 


DIRECT 


BUSINESS  SPEAK 


A  LEARNER'S  GUIDE 
TO  CORPO-BABBLE 


So  you're  sitting  in  your 
enterprise  environment 
one  day,  interfacing  with  your 
boss,  when  you  learn  that,  be- 
cause of  the 

I'd  like  to  incent 
you  to  interface. 


need  to  de-layer,  you're  about 
to  help  your  corporation  right- 
size  itself.  Aren't  you  lucky? 

Not  really.  You've  just  been 
canned.  The  lingo  is  corpo- 


babble— important-sounding, 
often-incomprehensible  jargon. 
Some  of  it,  of  course,  is  code 
that  any  group  develops.  In- 
creasingly, though,  it  masks 
the  ugliness  of  life  at  layoff- 
prone  companies.  Wesley  Pori- 
otis,  CEO  of  New  York  execu- 
tive recruiter  Wesley,  Brown 
&  Bartle,  has  counted  28  eu- 
phemisms for  "firing." 

Outside  the  bloody  down- 
sizing lexicon,  new  words 
and  phrases  pop 
up  regularly.  In 
high-tech  com- 
panies, we  find 
"six  sigma  qual- 
ity." Translation: 
"good."  Among 
credit-card  is- 
suers, market 
share  is  called 
"share  of  wal- 
let." And  there's 
the  verb  "to  in- 
cent," as  in  to 
give  you  an  incentive.  "Enter- 
prise environment"?  Office. 
That's  where  you  "interface." 
If  you  haven't  been  "right- 
sized,"  that  is.  □ 


ENDANGERED  SPECIES 


ONE  BIRD  THAT  DIDN'T  RISE  FROM  THE  ASHES 


Sometimes,  ideas  just  go 
up  in  smoke.  Freedom 
Air,  a  chartered  airline  for 
those  souls  who  can't  go  with- 
out a  nicotine  fix  between 
destinations,  started  in  Sep- 
tember amid  much  hoopla.  Be- 
cause smoking  on  virtually  all 
domestic  commercial  flights 


has  been  banned  since  1989, 
retired  United  Airlines  pilot 
Ted  Hall  figured  there  would 
be  a  demand  among  his  fel- 
low puffers  for  friendlier 
skies.  So  Hall  aimed  to  get 
around  the  ban  with  a  private 
charter.  He  set  up  three 
round-trip  jaunts  between  Los 
Angeles  and  (  hirago  on  a  168- 


seat  Boeing  727-200.  One  plus: 
A  round-trip  ticket  cost  $396, 
competitive  with  then-prevail- 
ing commercial  rates. 

But  this  tobacco  tour  didn't 
find  its  following.  The  first 
flight,  on  Sept.  28,  sped  off 
less  than  half  full.  The  third 
flight,  on  Oct.  12,  was  even 
more  lightly  populat- 
ed. Today,"  Hall  ad- 
mits defeat.  "It  was 
not  what  I'd  call  suc- 
cessful," says  Hall, 
who  hopes  to  try  a 
similar  idea,  based 
in  Las  Vegas. 

What  happened? 
"They  probably  all 
choked   to  death," 
says  Michael  Boyd,  president 
of  Aviation  Systems  Research 
in  Golden,  Colo.  Aside  from 
misjudging  the  airline's  ap- 
peal, it  was  prohibitively  ex- 
isive  for  Hall  and  his  wife, 
o  bankrolled  the  venture. 
A ii' I  not  even  tobacco  giant 
P  Morris  answered  their 
1  for  help.  □ 


DRAWN  AND  QUARTERED 


MAD  AVE 


PEACE,  LOVE,  AND 
COMPUTER  MAGIC 


Pushing  a  message  of 
world  harmony  during  the 
Winter  Olympics,  John  Han- 
cock has  been  airing  a  re- 
markable ad  where  24  natural 
enemies— including  a  wolf,  a 
lamb,  a  jaguar,  a  llama,  a 
hawk,  and  a  rabbit— con- 
gregate peaceably  in  a 
sylvan  tableau,  a  TV  ver- 
sion of  Edward  Hicks's 
famous  painting.  The 
Peaceable  Kingdom.  This 
gathering,  arranged  by 
ad  agency  Hill,  Holliday, 
Connors,  Cosmopulos, 
was  done  electronically: 
Film  of  trained  animals 
made  separately  was 
stitched  together  later.  Oth- 
erwise, it  would  have  been 
reminiscent  of  Woody  Allen's 
take  on  the  Book  of  Isaiah: 
"The  lion  and  the  calf  shall  lie 
down  together,  but  the  calf 
won't  get  too  much  sleep." 
One  shot  in  the  ad,  part  of 


a  $7  million  series,  was  lij 
The  pairing  of  the  wolf 
the  lamb.  "It  was  cheapJ 
explains  Kathleen  DriscT 
spokeswoman  for  Bosfc 
based  Hancock.  So  why  die 
the  wolf  devour  the  Ian! 
The  lamb  was  coated  witl 
eucalyptus  lotion  that  r 
dered  it  unappetizing.  I 
just  unappetizing:  Drisi 


PALS:  The  lamb  didn't  smell  like  ha 


says  the  wolf  actually  seer 
afraid  of  the  sheep.  The  fij 
makers  wanted  to  put  oth 
together  physically,  nota 
the  lion  and  the  zebra, 
backed  down.  They  were 
sure  that  changing  the  zeb 
scent  would  fool  the  lion 


THE  BIG  PICTURE 


4.7 


A  LOPSIDED  JOBS  RECOVERY 

The  post-recession  employment  rebound  is 
uneven.  In  the  past  year,  construction  had 
the  clear  lead  because  of  lower  interest  rat 

26.0       MILLIONS  OF  JOBS,  END  OF  JAN.  '94 
PERCENT  INCREASE  OVER  12  MONTHS 


30.7 


6.7 


WHOLESALE  & 
RETAIL  TRADE 


DATA:  LABOR  DEPT.,  BUREAU  OF  LABOR  STATISTICS 


1.5% 

m  1.0% 


FINANCE,  total 
INSURANCE,  GOVERNMENT 
&  REAL  ESTATE 


18  3 

18-9  MANUFACTUR 
AND  MININ 


FOOTNOTE," 

A\  i  ra   •  amount  that 


iers  put  into  retirement  savings  in  1993:  $4,158.  Planned  amount  in  1994:  $2,985 
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UP 


HOW  AN  INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 

GOT  WIRED  FOR  EVEN 
GREATER  SUCCESS. 

■  ■  . 


THE  SITUATION: 


t  a  competitive  world,  two  highly 
movative  companies  form  a  global 
lliance  to  become  one  of  the  world's 
eading  manufacturers  of  fiber  optic 
quipment.  So  where  does  this  company, 
iecor,  turn  when  they  want  innovative 
taffing  solutions?  Olsten  Staffing  Services. 
)lsten  has  helped  Siecor  manage  its 
stounding  growth  by  supplying  supplemental 
mployees  from  assemblers  and  operators 
o  clerical  and  accounting  personnel, 
f  you  would  like  to  get  connected  for 
ireater  productivity  call  Olsten  at 
-800-225-8367  or  contact  Allen  Gershlak, 
enior  Vice  President  Partnership  Programs, 
)ne  Merrick  Avenue,  Westbury,  NY  1 1590. 


A 


K  Olsten 

f  1  Staffing  Services 

The  Working  Solution 


Siecor  grew.  And  grew. 
They  needed  help  managing 
their  growth.  Olsten  went 
from  providing  5  to  1 50 
assignment  employees. 


THE  EVALUATION: 

Olsten  listened  to 
Siecor  managers. 
And  learned.  Olsten 
staff  worked  with 
each  department 
to  gain  an  in-depth 
understanding  of 
the  situation.  A 
customized  plan 
specifically  for  Siecor 
was  developed. 


Bring  a  dedicated 
facilitator  on-site  to 
manage  assignment 
employees.  This 
included  recruiting, 
hiring,  orientation, 
safety  training  and 
ongoing  planning 
meetings  with  Siecor 
managers. 


THE  RESULTS: 

Employee  retention, 
continuity,  and 
safety  have  been 
dramatically 
improved.  Fact 
is,  Siecor  gave 
Olsten  their  top 
kudos.  Their  Total 
Quality  Award. 


Some  of  our  best  idea 


Our  international  chefs  have  been  firmly  grounded  in  the  fine  art  of  providing  yon  \v 
its  our  start  on  the  ground  or  our  crew  in  the  air,  you'll  receive  the  same  high  level  of  attention.  It's 


ii  service  will  never  fly 


[standing  cuisine.  At  British  Airways,  our  idea  of  service  starts  long  before  you  ever  take  oft.  Whether 
I  we  make  yon  feel  that  makes  us  the  world  s  favourite  airline. 

 British  Airways  

The  worlds  favourite  airline "0^^ 


Quick: 

Wkat's  your 
tax  strategy? 


BusinessWeek  ' 


Make  Twentietk  Century's 
tax-exempt  funds  part  of  it. 

A  smart  strategy  for  fighting  taxes  is  to  invest  in  Twentieth  Century's 
no-load  tax-exempt  mutual  funds.  You  can  earn  competitive  yields 
and  pay  no  federal  income  taxes*  Until  1995,  the  fund  manager  is 
waiving  the  entire  management  fee  on  Tax-Exempt  Short-Term  — 
so  even  more  of  your  money  works  for  you.  Below  are  the  funds' 
current  yields  and  their  taxable  equivalents. 


30-Day 

Tax-Equivalent  Yields 

Current  Yields 

by  Tax  Bracket 

(as  of  12/31/93) 

28%          31%  36% 

Tax-Exempt  Short-Term 

3.19° 

4.43°°  4.62  o  4.98°° 

Tax-Exempt 

Intermediate-Term 

3.81° 

5.29°°    5.52°  5.95°° 

Tax-Exempt  Long-Term 

4.36°° 

6.06°    6.32°  6.81°° 

Call  or  write  for  a  free  information  kit  containing  Your  Guide  To 
Earning  Tax-Exempt  Income.  The  kit  also  contains  a  prospectus 
with  more  complete  information,  including  charges,  expenses  and 
minimums.  Please  read  the  prospectus 
carefully  before  investing. 

Call  todav,  toll-free: 

1-800-345-2021 

RO.  Box  419200.  Kansas  City.  MO  64141-6200 


Investments  T/iat  Work 


SMAfiT  WAY  TO  EARN  TAX-FREE  INCOME. 


*  Investment  income  may  be  subiect  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Capital  gains, 
if  any.  are  taxab  e  ■  3.36°°  is  the  since  inception  (3/1/93)  aggregate  total  return  as  of  12/31/93  for 
Tax-Exempt  Short-Term  The  'und  manager  has  waived  Its  fee  until  January  1, 1995.  In  the  absence  of  this  waiver, 
the  current  yield  would  have  been  2.59%  and  the  tax-equivalent  yields  would  have  been  approximately  3.60%, 
3.75%  and  4.05%  based  on  the  28%,  31%  and  36%  tax  brackets,  respectively.  The  total  return  would  have  been 
■  9.06°°.  7.83°°  and  6.63°°  are  the  1-year.  5-year  and  since  inception  (3/1/87)  average  annual 
total  returns  as  of  12/31/93  for  Tax-Exempt  Intermediate-Term  ■  12.13°°.  9.46°°  and  8.15°°  are  the 
1-year.  5-year  and  since  inception  (3/1/87)  average  annual  total  returns  as  of  12/31/93  for  Tax-Exempt  Long- 
Term.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Investment 
return  and  principal  value  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cost. 
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n  The  Interest  Of  Fairness,  Fujitsu  Would  Like  To  Show  You 
Every  Other  Cellular  Flip  Phone  With  Call  Screening. 


Feeling  a  void?  Only  the  Fujitsu  PCX"'  So  you  decide  when  and  where  to   it  goes  with  you  virtually  anywhere, 

can  automatically  answer  your  calls  take  your  calls.  And  the  PCX  is  the    When  you  put  it  all  together,  the  PCX 

and  display  the  caller's  number,  world's  smallest  cellular  flip  phone,  so   stands  alone. 

1-800-955-9926 


se@e 

6888 
8666 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes    □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes   □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes    □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes    □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes    □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise— at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes    □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  messages  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  wli 
customers  and  markets  are  telling  you? 

□  Yes   □  No  ' 

When  the  flow  lines  of  your  information  syste 
are  not  within  your  customers'  reach,  you  won't  ) 
always  sense  when  opportunity  knocks.  But  even  il 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  inforrnatioi 
products  and  services,  revenue  opportunities  are  lc 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your 
customers? 

□  Yes    □  No 

Many  business  plans  underestimate  the  powei 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech- 
nology strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  fujl  capabilities  of  your  organization 
accessible  to  your  customers  at  all  your  field 
locations? 

□  Yes    □  No 

An  office.  A  branch.  A  retail  site.  To  a  custoni 
that's  your  company.  One  small  part  of  the  whole.  I 
Which  is  why  you  need  to  leverage  your  entire  org! 
zation  by  extending  its  capabilities  to  each  point  of} 
customer  contact. 

10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 

□  Yes   □  No 

Business  is  built  on  customers.  Without  them, 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  tl 
business  of  commerce  or  the  business  of  governm* 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service. 

The  Bottom  Line.  If  you  answered  No  to  an 
of  these  questions,  you  're  not  yet  customerized. 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  of  becoming 
customerized.  And  as  the  leader  at  customerizi 
business  and  government,  Unisys  will  work  wit, 
you  to  provide  the  answers  you  need. 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 

Customerize. 


This  test  poses  tough  questions 
it  customer  service.  So  does  the  real- 
d  business  environment.  That's  why 
ys  is  introducing  an  answer  which 
transform  your  customer  service  into 
mpetitive  advantage:  customerize. 

When  you  customerize,  you  put  the 
iomer  at  the  heart  of  your  world, 
er  than  the  periphery.  By  embedding 
,omer  service  objectives  within  your 
rmation  strategy,  Unisys  will  help  you 
md  the  full  capabilities  of  your  enter- 
e  to  the  points  of  customer  contact- 
points  where  business  is  won  or  lost. 
II  help  enhance  your  ability  to  receive 
•rmation  from  your  customers  and 
imunicate  information  to  them,  creat- 
an  information  flow  which  leads  to 

3  Unisys  Corporation. 


bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize5"  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  commitment  to  the  assign- 

UMSYS 

We  make  it  happen. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


CUS-tonver-izeX  kus'-ta-ma-rize'X  v/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  17.  Ask 
for  our  customerize  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 
customer-driven  era. 

customerize  is  a  service  mark  of  Unisys  Corporation. 


GIVE  THE  STATES 

A  WHACK  AT  SUPERFUHD 


As  the  Environmental  Protection 
Agency's  Superfund  director  from 
1985  to  1989,  I  read  with  interest  your 
article  "Can  Clinton  clean  up  the  Super- 
fund  morass?"  (Washington  Outlook,  Feb. 
14).  The  Administration's  attempt  to  fix 
Superfund  will  simply  make  one  com- 
plex program  into  another. 

A  better  idea  is  to  turn  most  of 
Superfund  over  to  the  states,  with  suit- 
able funding.  Using  their  own  statutes, 
some  40  states  are  cleaning  up  sites 
faster,  and  at  much  less  cost,  than  the 
federal  Superfund  program.  The  typical 
EPA  cleanup  takes  10  years  and  costs 
about  $30  million.  By  contrast,  Minneso- 
ta cleanups  take  two  to  three  years  and 
average  less  than  $5  million.  Wisconsin 
has  already  cleaned  up  about  230  sites, 
more  than  the  entire  federal  program. 

This  is  not  because  state  workers  are 
smarter  than  those  at  EPA.  It's  because 
cleanup  solutions  must  be  based  on  local 
environmental,  land-use,  economic,  and 
community  concerns. 

Also,  the  states  have  much  less  mon- 
ey to  deal  with  waste  sites.  Thus,  they 


have  applied  their  resources  more  di- 
rectly to  cleanup  than  has  the  EPA, 
which  has  had  enough  money  to  build  a 
large  bureaucracy. 

J.  Winston  Porter 
President 
Waste  Policy  Center- 
Sterling,  Va. 

HEALTH-CARE  REFORM 

GETS  TWO  MORE  OPINIONS  

Robert  Kuttner's  piece,  "Pat  Moyni- 
han's  blarney  on  health  care"  (Eco- 
nomic Viewpoint,  Feb.  14),  was  poig- 
nant, yet  disappointing.  I  was  pleased 
that  Senator  Moynihan's  concerns  about 
self-inflicted  illnesses  and  their  impact  on 
the  current  health-care  "crisis"  have  final- 
ly been  given  front-line  ink  in  your  pub- 
lication. His  viewpoint  is  not,  however, 
"pure  mischief."  Instead,  it  represents 
a  politically  gutsy  attempt  to  challenge 
his  Washington  peers. 

Unfortunately,  politicians  have  been 
afraid  and  unwilling  to  confront  the 
American  people  about  irresponsible  and 
unhealthy  behaviors  that  lead  to  disease 
and  illness.  Hence,  poor  medical  out- 
comes have  driven  up  the  cost  of  our 
current  health-care  system. 


No  doubt  "social  pathologies"  contri' 
ute  to  these  bad  outcomes.  Often,  tl 
only  recourse  left  for  the  unfortunal 
citizens  who  are  the  victims  of  such  p 
thologies  is  to  seek  shelter  and  comfo: 
in  expensive  hospital  emergency  roon 
and  in-patient  beds.  As  a  physician, 
have  my  doubts  that  ensuring  "univers 
access"  will  reverse  this  dollar-drainir 
trend. 

Donald  E.  Casey  Jr.,  M. 

Kingman,  Ar 

Your  article  makes  a  lot  of  sense  fl 
this  consumer.  The  fairest  healtl 
care  plan  seems  to  be  a  single-payJ 
system,  which  would  eliminate  currem 
problems  without  creating  new  onel 
The  managed-care  plan  I  am  enrolled  I 
doesn't  cover  many  things  for  me  bl 
cause  I  prefer  to  see  a  doctor  not  h 
"the  network."  It  makes  no  different 
that  my  doctor  is  conservative  wim 
tests  and  referrals.  What  matters  is  tig 
managed-care  plan's  control  of  every  al 
pect  of  my  care— control  I  prefer  not  fl 
cede  to  people  who  are  financial,  rathM 
than  health-care,  experts. 

President  Clinton  has  made  referent 
to  the  health-care  plan  for  federal  erl 
ployees.  It  might  be  useful  to  know  hoi 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


"Don't  take  chances. ..Get  the 
ultimate  protection:  Back-UPS 
from  A  PC. " 


PC  World 

Top  20 
Upgrade 


Back-UPS 

2    5  0 


Call  for  your 
FREE. 60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS*  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


A  PC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
are  safe! 


AMERICAN  POWER  CONVERSION 

800-800-4APC,dePt.j3 

Businessweek's  #1  Hut  Growth  Company!(NASDAQ:APC(.) 


Where  will  all  the 
mart  roads  and  smart  cars 
get  their  intelligence? 


By  the  early  21st  century,  your 
ar  will  be  equipped  with  an 
lectronic  map  that  will  navigate 
ou  through  traffic.  A  computerized 
oice  will  direct  you  as  you 
live.  Electronic  road  signs  will 
rarn  you  of  traffic  congestion  and 
uggest  alternate  routes.  Traffic 
ignals  will  automatically  adjust 
a  the  ebb  and  flow  of  cars. 

This  is  no  passing  fancy.  The 
echnology  is  already  here.  And 
nuch  of  it  is  coming  from  com- 
lanies  located  in  Fairfax  County. 


The  network  of  satellites,  sensors, 
onboard  computers  and  guidance 
systems  that  will  make  intelligent 
highways  and  vehicles  work 
are  by-products  of  technologies 
that  these  companies  developed  for 
the  national  defense. 

Further,  the  policies  that  will 
be  used  to  deploy  this  technology 
are  being  developed  at  Fairfax 
County's  George  Mason  University. 

Smart  ideas  like  smart  cars 
and  smart  roads  are  why  smart 
companies  move  to  Fairfax  County. 


If  you  want  to  compete  in 
the  21st  century,  it's  the  best  route 
you  can  take. 

i  1 

Plane  send  me  mine  information  on  the  business 
advantages  of  Fairfax  County. 

I  IS  a  me  1 

!  Title  ! 

1  Company  | 

i  Address  i 

1  City   State  j 

i  Zip  Plume  i 

Fairfax  County  Economic  Dcrelopment  liit/ineity 
$}()()  Boone  HoulminL  Millie  1)1).  I  iennii.  I  irfdniu  221,12 
I  Telephone  703-790-0600,  Fox  703-S93-1269            Bwl0  , 
I  I 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


INVESTMENT  CHALLENGE 


LEADERS 


I  Week  3 'Closing  Values  as  of  2/16/94 


At  the  end  of  competition. 
March  31. 1994.  the  partici- 
pant with  the  highest  equity 
value  will  win  a  1994  Lincoln 
Mark  VIII  plus  '2.000  in  cash. 
Other  winners  will  win  cash, 
financial  software  and  Market 
Master  t-shirts  for  their 
performance. 


Here  are  the  leaders  in  the 
Fidelity  Investment 
Challenge.  On  February  1, 
over  5.500  amateur  investors 
besan  tradina  with  a  fictional 
'250.000  portfolio.  Over  the 
course  of  the  next  2  months, 
they  will  buy.  sell,  or  short 
sell  am  stock  listed  on  the 
NYSE  AMEX.orOTC. 


THE  TOP  25  AMATEUR  INVESTORS 

Rank  Investor  City,  State  Equity  Value 

1  Raymond  Olson  Jr.  Ocean  Grove.  NJ  $395,948 

2  William  Babcock  Columbus,  OH  $323,41  1 

3  Doug  Hammond  Corinth.  MS  S322.966 

4  David  Mitchell  Orlando.  FL  $315,140 

5  Paul  Ellison  Clearwater.  FL  $314,309 

6  Jay  Christiansen  Bradenton.  FL  $311,948 

7  Julia  M.  Russell  Orange  City,  FL  $308,389 

8  Alan  Miller  Long  Beach.  CA  $305,453 

9  LeeO.Vinocur  Gainesville.  FL  $304,399 

10  Adney  Pichamck  Dallas.  TX  $303,769 

11  Henry  Sodke  Austin.  TX  $303,724 

12  Roland  Delaluente  Hollywood,  FL  $302,141 

13  Michael  Vendetti  Providence,  Rl  $299,562 

14  William  McNeil  West  Chester,  PA  $297,650 

15  Dick  Bennett  Overland  Park,  KS  $295,362 

16  Sidney  King  Sylmar.CA  $294,507 

17  C.  J.  Bemas  Framingham,  MA  S293.717 

18  Steve  Koepke  Seward.  NE  $292,366 

19  Cnstopher  Rosado  Floral  Park.  NY  $292,279 

20  Walt  Boucher  Kirkwood  Voorhees.  NJ  $291,577 

21  Jerry  Gerfiardt  Alameda.  CA  $291,024 

22  Robert  Sonius  Nicholson,  PA  S290.976 

23  Dennis  Huffman  Mason.  Ml  $290,523 

24  Guy  Longest  Clarksville,  IN  $290,223 

25  John  E.  Bragdon  Temple  Hills,  MD  $289,699 

THE  COMPETITION  UP  CLOSE 

Average  Portfolio  Value  $242,844 

Average  Percentage  Increase  -2.86Bo 

Average  Number  ol  Trades  Used  13 

Portfolio  Value  of  the  100th  Ranked  Account  $269,948 

MOST  ACTIVE?  TRADED  STOCKS  VOLUME 

Spectrum  Inlormabon  Tech  5,194.263 

North  Amencan  Biologicals  2.140,262 

Sheffield  Medical  Technology  1.726,919 


The  Rdelrty  Investment  Challenge  is  Sponsoted  By 


Fidelity  zL%  Investments 

Discount  Brokerage 

With  Special  Thanks  To 

|  LINCOLN 
^  MERCURY 


For  information  on  upcoming  Fidelity  Challenges,  call 

1800  858.1994  e»» 


eport 


and  why  it  is  effective  and  explore  the 
advantages  provided  by  a  single-payer 
plan  before  jumping  on  the  chaotic  band- 
wagon of  multiple  managed-care  plans. 

Nan  C.  Dubois 
New  York 

AT  DELUXE,  NOT  ONLY  CHECKS 

BUT  BALANCE,  TOO  

As  we  have  reiterated  for  more  than 
25  years,  the  long-heralded  "check- 
less  society"  has  yet  to  be  seen  ("Plastic 
talks,"  Finance,  Feb.  14).  The  number 
of  check  transactions  continues  to  in- 
crease, and  checks  remain  a  vital  part  of 
today's  payment-system  industry.  We 
expect  them  to  retain  that  vitality  for 
years  to  come. 

As  for  your  suggestion  to  "pity  De- 
luxe Corp.,"  permit  me  to  point  out  that, 
in  addition  to  being  the  nation's  largest 
check  printer,  Deluxe  is  a  major  partic- 
ipant in  the  processing  of  electronic  pay- 
ment transactions  that  originate  from 
plastic  cards.  In  addition,  Deluxe  Card 
Services  is  one  of  the  fastest-growing 
manufacturers  of  debit  and  credit  cards 
for  financial  institutions  and  of  plastic- 
cards  for  government-benefit  programs. 
We  believe  we  are  well  positioned  to 
take  advantage  of  the  industry's  future- 
whatever  it  might  be. 

Stuart  Alexander 
Vice-President 
Corporate  Communications 
Deluxe  Corp. 
Shore  view,  Minn. 

BLOCK  THAT 

KICK  IN  THE  TEETH  

I find  it  very  presumptuous  that  you 
declare  that,  due  to  expansion  into 
the  U.  S..  the  Canadian  Football  League 
will  eventually  have  a  new  name  I  "Is 
the  NFL  hearing  footsteps?"  Sports  Busi- 
ness, Feb.  14 1.  There  is  absolutely  no 
reason  to  change  the  name  of  the  league 
unless,  of  course,  the  following  name 
changes  are  first  made  to  Major  League 
Baseball: 

■  The  World  Series  becomes  the  "North 
American  Series"; 

■  The  American  League  East  (home  of 
consecutive  "North  American  Series" 


CORRECTIONS  &  CLARIFICATIONS 


The  table  in  "Hot  clubs  and  hot  stock 
(Sports  Business,  Feb.  21)  misstat< 
the  initial  public  offering  price  ai 
price-earnings  ratio  for  Coastcast  Cor 
stock.  The  stock  was  offered  at  1 
and  its  p-e  now  is  38. 


champions,  the  Toronto  Blue  Jays 
comes  the  "North  American  Leag 
East"; 

■  The  National  League  East  (home 
the  Montreal  Expos)  becomes  the  "Int 
national  League  East." 

Steve  Meras 
Toroi 

U.S.  EMBASSIES  GO  TO  BAT 
FOR  EXPORTERS 


Your  article  "Greasing  the  skids 
exports"  (Government,  Jan. 
about  the  Clinton  Administration's 
forts  to  help  U.  S.  exporters,  was  mo 
ly  on  target.  However,  the  [exporter 
comment  that  U.  S.  embassy  officials  { 
"scared  to  help"  business  is  wrong. 

Our  embassies  go  to  bat  for  UJ 
companies  daily  to  ensure  clear  grou 
rules  for  trade  and  investment,  to  si 
port  U.  S.  firms  in  international  bii 
and  to  help  resolve  investment  a 
trade  disputes.  Embassy  political,  co 
mercial.  economic,  and  agricultural  o: 
cers  advise  U.  S.  companies  on  the  lo 
environment  and  facilitate  contacts. 

Secretary  of  State  Warren  M.  Chris 
pher  has  taken  an  interest  in  promoti 
U.  S.  exports.  He  has  instructed  amb, 
sadors  to  make  business  a  top  priori 
He  has  established  my  office  to  ensi 
that  State  Dept.  officers  in  Washingt 
and  overseas  provide  assistance  to  U, 
business.  The  State  Dept.  and  our  e 
bassies  are  open  for  business. 

Ambassador  Paul  M.  Clevela 
Coordinator  for  Business  Affa 
State  De; 
Washing 


Letters  to  the  Editor  should  be  sent  to  Readers  Rep 
Business  Week,  1221  Avenue  of  the  Americas,  ts 
York,  N  Y.  10020.  Fax  (212)  512-4721.  All  let 
must  include  an  address  and  daytime  and  evening  t 
phone  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 
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IND  THE  TIMES:  INSIDE  THE  NEW  NEW  YORK  TIMES 

dwin  Diamond 

ird  •  437pp  •  $24 

k  THE  GRAY  LADY 

1  I  fib  VHHI  hMIrl 

LIPPING? 

A.  M.  "Abe"  Rosenthal  and  current  Exec- 
utive Editor  Max  Frankel.  Drawing  on 
access  to  internal  memos  and  private 
correspondence  in  the  Times's  archives, 
Diamond  provides  fresh  detail  about 
such  episodes  as  the  Byzantine  race  to 
succeed  Rosenthal. 

But  the  heart  of  the  book  is  the  edito- 
rial revolution,  which  was  launched  in 
the  1970s  by  Punch  and  Abe  with  new 
weekday  sections:  Sports,  Science  Times, 
Living,  Home,  and  Weekend.  It  accel- 
erated in  the  late  1980s  as  Arthur  Jr.  ac- 
quired more  influence.  Hard  news  gave 
way  to  lifestyle  features,  pieces  on  social 
trends,  and  a  proliferation  of  opinion 
columns. 

Propelling  these  moves  has  been  the 
slow  but  inexorable  decline  of  newspaper 
readership  nationwide.  Arthur  Jr.  and 
other  Times  executives  believe  they 
must  court  a  new  generation  of  what 
they  term  "aliterates"— people  who  know 
how  to  read,  but  don't  do  it  much. 

That  means  making  the  paper  much 
more  reader-friendly.  While  Times  edi- 
tors once  published  only  what  they  felt 
readers  needed  to  know,  they  now  also 
conduct  surveys  to  determine  and  then 
deliver  what  readers  want.  Aliterate 
readers,  for  instance,  like  first-person 

3  Arthur  Sulzberger  Jr.  ruining  The 
'New  York  Times?  That  is  the  cen- 
tral question  posed  by  Behind  the 
les,  Edwin  Diamond's  gossipy,  infor- 
,ive,  tabloid-paced  account  of  the 
Id's  most  influential  newspaper.  His 
wer,  for  the  most  part,  is  yes. 
lS  Diamond,  media  critic  for  New 
k  Magazine,  sees  it,  Arthur  Ochs 
;berger  Jr.,  the  42-year-old  son  of 
v  York  Times  Co.  Chief  Executive 
hur  Ochs  "Punch"  Sulzberger  and 
Times's  publisher  since  1992,  is  engi- 
ring  a  far-reaching  editorial  revolu- 
i  that  is  dangerously  undermining 
rything  that  made  the  "Gray  Lady  of 
i  Street"  great.  The  Times,  says  Dia- 
ld,  is  abdicating  its  historical  "grand 
sion"  as  the  "newspaper  of  record," 
lete  with  exhaustive,  hard-edged  ac- 
nts  of  news  developments  throughout 

the  world.  "The  record  is  boring  for 
most  people,"  he  quotes  Assistant  Man- 
aging Editor  Warren  Hoge  as  saying. 
"We  don't  record  the  news,  we  find  the 
news." 

The  news  the  Times  is  finding  these 
days,  Diamond  notes,  is  softer,  lighter, 
brighter,  and  friendlier.  Just  before  he 
was  named  publisher,  Arthur  Jr.  said 
people  should  read  the  Times  "not  only 
because  it  is  the  best  newspaper  in  the 
world  but  also  for  the  fun  of  it."  The 
result,  says  Diamond,  is  a  paper  that  is 
less  substantial  and  more  parochial,  sub- 
jective rather  than  objective,  a  depleted 
vestige  of  its  former  self. 

Behind  the  Times  ranges  far  beyond 
Arthur  Jr.'s  alleged  depredations.  Dia- 
mond, who  spent  five  years  reporting 
the  book,  offers  revealing  portraits  of 
such  figures  as  former  Executive  Editor 
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commentaries  and  advice 
columns.  In  short,  says 
the  author  with  clear  con- 
tempt, the  New  York 
Times  has  become  "mar- 
ket-driven rather  than 
news-driven." 

Diamond,  though,  fails 
to  come  to  grips  with  the 
implications  of  his  lament. 
The  fact  is  that  the  news 
business  has  changed  rad- 
ically since  the  days  of 
"Hello,  sweetheart,  get 
me  rewrite"  that  the  au- 
thor yearns  for.  In  this 
era  of  Cable  News  Net- 
work and  instant  electron- 
ic news  retrieval,  a  news- 
paper that  focuses  on 
hard  news  is  an  anachro- 
nism in  danger  of  losing  its  audience— 
and  its  advertisers.  As  newspaper  edi- 
tors search  for  a  raison  d'etre  beyond 
hard  news,  it's  naive  to  argue  that  they 
shouldn't,  like  other  executives,  try  to 
make  their  product  more  appealing  to 
customers.  How  else  does  Diamond  ex- 
pect the  Times  to  maintain  its  vast  net- 
work of  overseas  bureaus,  its  numerous 
arts  critics,  and  all  the  myriad  other  re- 


-L-'  iamond  says  the 
new  New  York  Times 
is  pandering, 
subjective,  and  no 
longer  "news-driven9' 
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sources  that  make  the  Times  the  Times? 

So  far,  the  new  Times  is  quite  suc- 
cessful financially  despite  a  depressed 
advertising  market,  and  circulation  is  at 
an  all-time  high.  Yet  the  issue  remains: 
Is  the  paper  going  too  far,  pandering 
to  readers  instead  of  just  attracting 
them?  On  occasion,  Diamond  accurately 
notes,  the  Times  has  been  "willing  to 
get  down  and  scratch  for  the  kind  of 


dirt  that,  in  the  pastil 
left  to  the  city's  rude  tj| 
loids."  The  best  exar 
is  its  lurid  portrayal 
William  Kennedy  Smi 
alleged  rape  victim 
1991. 

And  often,  the  Tii 
gets  too  reader-frien 
A  case  in  point:  its 
Sunday  Styles  sectioi 
frivolous  muddle  of 
ety  items,  cutesy  tr 
nuggets,  and  miscelh 
ous  ephemera.  Recen 
a  lead  story  consistec 
responses  from  pec 
who  were  asked  what 
gle  word  best  defi 
them.  The  Styles  sec 
tries  desperately  to 
liked,  but  with  an  attitude  that  has  b 
careening  from  the  Upper  East 
haul  rnonde  to  Downtown  trendoids 
can't  seem  to  figure  out  by  whom. 

Still,  to  this  reader,  Arthur  Jr.  and 
editors  seem,  by  and  large,  to  h 
struck  a  reasonable  compromise  betw 
the  imperatives  of  commerce  and  a  c 
mitment  to  high-quality  journalism. 
Times  s  coverage  of  domestic  and  in 
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The  Boston  Harbor  project  is  one  of  the  most  ambitious 
environmental  projects  of  this  decade.  When  completed,  it 
will  include  the  second-largest  wastewater  treatment  plant 
in  the  United  States,  capable  of  treating  1.3  billion  gallons 
daily;  and  a  9.5-mile  discharge  tunnel  over  24  feet  in  diame- 
ter bored  more  than  400  feet  beneath  the  water's  surface. 
An  estimated  2.5  million  people  ultimately  will  be  served  by 
this  facility. 

ICF  Kaiser,  the  construction  manager  for  this  massive 
effort,  is  facing  tough  challenges  -  time  and  space  -  to 
reclaim  the  harbor.  The  construction  schedule  is  mandated 
by  a  federal  court  order.  And  the  construction  site  is  a  scant 
180  acres  on  Deer  Island,  with  limited  access. 

Coordination  is  key.  ICF  Kaiser  has  centralized  all  ser- 
vices and  supplies  on  the  island,  from  concrete  supply  to 


water,  fuel,  and  power  resources.  In  addition,  ICF  Kaiser  is 
supervising  and  coordinating  30  prime  contractors  and 
2,800  personnel. 

Far  from  being  a  tea  party,  cleaning  up  Boston  Harbor  is 
the  kind  of  complex  job  that  ICF  Kaiser  takes  on  with  excel- 
lence -  by  providing  integrated  engineering,  construction, 
and  consulting  services  -  throughout  the  world. 

For  more  information  about  our  work  in  the  environment, 
infrastructure,  industry,  and  energy  markets,  call  ICF  Kaiser 
International,  Inc.,  at  800/423-4860  or  write  9300  Lee 
Highway,  Fairfax,  Virginia  22031-1207. 
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employees  balance  work  and  family  issues.  Challenges  and 
solutions  will  be  the  major  focus  of  the  broadcast. 
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national  events  and  trends  remain: 
matched  and  relatively  undiluted 
spite  the  author's  claims  to  the  cont 
Even  so,  Diamond  and  the  legioi 
other  Times  critics  serve  a  useful 
tion  in  making  sure  that  the  7 
doesn't  lose  sight  of  its  grand  miss 
BY  CHRIS  W 

Senior  Editor  Welles  has  been  a 
Times  reader  for  35  years. 
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HOW  WE  DIE:  REFLECTIONS  ON  LIFE'S  I 
FINAL  CHAPTER 

By  Sherwin  B.  Nuland 
Knopf •  278pp  •  $24 

DEMYSTIFYING  DEATH 


The  subject  of  Dr.  Sherwin  B.l 
land's  How  We  Die:  Reflection/* 
Life's  Final  Chapter  is  of  inevij 
interest  to  us  all.  This  is  no  poetic  ti 
ment;  the  book  describes  exactly  1 
the  human  body  does  as  it  prepan* 
give  up  the  ghost.  Connecticut  surl 
Nuland  provides  a  scalpel's-eye  vie! 
the  erosion  of  cells,  tissues,  organs,! 
life  that  occurs  when  we  succumb  1 1 
major  killers— heart  failure;  lung 
ease;  Alzheimer's;  murder,  suicide,! 
accidents;  AIDS;  and  cancer.  He  sp 
few  gruesome  details.  "We  rarelj 
gentle  into  that  good  night,"  he  wn 
Still,  he  hopes  accurate  information  I 
at  least  "free  us  from  unnecessary; 
rors"  about  how  we'll  go. 

Nuland  writes  with  real  emotion,ll 
in  sharing  his  feelings  about  the  del 
of  people  close  to  him,  he  becomi 
compassionate  guide  rather  thanl 
tached  lecturer.  His  philosophical  ei 
rations  of  how  far  medicine  should  j> 
fight  death  are  a  bit  disorganized,  bv 
excels  at  conjuring  metaphors  fort 
enemy's  strategies:  A  cascade  of  j 
terns  gone  awry  accompanies  the  "fa 
Valentine"  of  heart  disease.  Maligil! 
endlessly  reproducing  cancer  cellsH 
"a  gang  of  perpetually  wilding  ad  a 
cents."  Such  images  put  dying  in  a  c 
text  of  biological  logic  and  complen 
and  thus  dignity,  even  amid  sadnes. 

Unfortunately,  if  you're  squeanfl 
How  We  Die  may  remind  you  of  hj 
personable  doctor  you  met  at  a  cocti 
party.  He  was  interesting,  but  I 
feigned  thirst  when  he  began  drcii 
on  about  matters  you'd  prefer  nc  | 
think  about  before  dinner.  You  did  rj^ 
a  mental  note  to  call  him  should  yc  j 
a  loved  one  develop  one  of  those  nafifl 
Write  down  the  name  of  this  book.  ol 
for  a  time  when  you  may  feel  the  ;e 
to  separate  real  from  imagined  term 
BY  JOAN  O'C.  HAMO 
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In  May 
Millions  Will  See 
Their  Future. 

Business  Week  presents  this  year's 
definitive  single-topic  issue, 
The  Information  Revolution. 


Digital  technology  is  already  changing  the  face  of  business. 
Now  it's  headed  home. 

In  May  1994,  Business  Week  will  bring  its  readers  a  privileged 
glimpse  of  the  changing  world  of  information  technology 
from  a  unique  vantage  point  -  the  unflinching  perspective  of  a 
technology-savvy  staff  of  reporters  and  editors.  A  seasoned 
team  with  more  depth,  front-line  presence,  and  National 
Magazine  Awards  than  any  other  business  magazine1. 

'Noteworthy  single-topic  issue  recognition:  1991  National  Magazine  Award 
Winner  for  The  Quality  Imperative  and  1992  National  Magazine  Award  Finalist 
for  Reinventing  America. 

Source:  1993  SMRB 


That  kind  of  expertise  doesn't  develop  overnight.  And  that 
kind  of  foresight  is  just  one  of  the  reasons  why  6.5  million 
readers  turn  to  Business  Week  for  technology  intelligence. 

"The  Information  Revolution"  isn't  just  an  issue,  it's  your 
glimpse  of  the  future. 

To  be  included  in  this  special  Business  Week  issue 
contact  David  G.  Ferm,  Publisher,  at  (212)  512-4593  or 
call  your  Business  Week  account  manager. 

Ad  Close  Date:  March  18, 1994 
Issue  Date:  May  1994 
(Two  months  on  newsstand) 
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Economic  Viewpoint 


WHY  THE  MIGHTY  MARK 
IS  A  SITTING  DUCK 


BY  RUDI  DORNBUSCH 


Underachieving 
workers  and 
overachieving 
interest  rates  are 
sending  Germany  on 
its  merry  way  to  a 
double-dip  recession. 
For  currency 
speculators,  it'll  be 
open  season 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


This  will  be  the  year  when  the  mighty 
German  mark  comes  under  attack.  Mak- 
ing big  money  by  shorting  the  German 
currency  will  be  like  shooting  fish  in  a  barrel. 

Forecasts  for  European  growth  in  1994 
aren't  optimistic— moderate  growth  of  1%  at 
the  very  best.  But  that's  an  average,  and  it's 
misleading.  Paradoxically,  those  countries  that 
devalued  because  they  couldn't  stand  the  heat 
of  the  tough  German  monetary  policy  will  do 
well.  The  rest  are  on  the  ropes,  especially 
Germany  itself. 

In  the  late  summer  of  1992,  speculators 
took  on  the  soft  European  currencies  and 
pounded  them  until  the  links  with  the  German 
currency  gave  way.  Major  devaluations— 28% 
for  Spain,  22%  for  Italy,  and  16%  for  Britain- 
were  the  result.  Far  from  doing  irreparable 
damage  to  the  financial  reputations  of  the  de- 
valuing countries,  the  speculators  did  them  a 
huge  favor:  Along  with  a  major  gain  in  com- 
petitiveness, interest  rates  came  down  sharp- 
ly. In  an  otherwise  stagnant  Europe,  these 
countries'  export  sectors  are  paragons  of 
growth  and  prosperity. 

So  the  soft-currency  countries  are  the  win- 
ners. The  countries  that  were  on  the  currency 
speculators'  hit  list  in  1992  have  now  turned 
into  strong  prospects  for  growth,  while  those 
with  the  toughest  central  banks  and  hardest 
currencies  are  heading  for  another  recession. 
France  and  Germany  may  enjoy  taking  pride 
in  their  undefeated  currencies,  but  their  econ- 
omies are  failing  to  take  off.  Budget  prob- 
lems, a  continuing  obsession  with  tight  money, 
and  a  devastating  loss  of  competitiveness  keep 
them  grounded.  In  the  face  of  ever-rising  un- 
employment, already  12%  in  France  and  head- 
ed upward,  business  confidence  remains  stag- 
nant or  worse. 

FEW  HOURS.  Germany's  problems  go  beyond 
those  of  an  ordinary  downturn.  It  is  not  just 
that  the  federal  budget  is  tightening  even  in 
the  midst  of  a  recession.  Far  worse  is  the 
problem  of  restructuring  an  overweight  and 
overpaid  industrial  sector.  With  the  average 
factory  worker's  pay  and  benefits  at  $24  an 
hour— compared  with  $15  in  the  U.  S.— Ger- 
man industry  is  uncompetitive.  Not  only  are 
wages  too  high  but  the  Germans  work  fewer 
hours  than  those  in  other  major  industrial 
powers.  Without  overtime  or  multiple  shifts, 
even  machinery  there  gets  more  time  off.  The 
early  '80s  cachet  of  masterful  engineering  and 
unquestionable  quality  is  no  longer  enough. 
Quality  has  become  another  commodity— even 
the  Americans  can  do  it.  Moreover,  one  can 
buy  two  American  cars  for  the  price  of  a  sim- 
ilar German  one.  Even  if  the  first  one  breaks 


down,  forget  it  and  use  the  second  oi 
For  a  time,  the  crisis  in  German  indust 
was  masked  by  a  series  of  surprises  that  k 
order  books  filled.  First,  up  to  1985,  the  grc 
ly  overvalued  dollar  allowed  Europe  to 
virtually  anything,  no  questions  asked.  Tl 
came  the  boomlet  of  Europe  '92— with  its  gn 
expectations,  confidence,  and  talk  of  the 
vent  of  a  European  century.  Even  before 
bubble  burst,  on  top  of  an  already  over 
ployed  European  economy,  came  German 
fication.  Thanks  to  a  $100  billion-a-year  w> 
German  fiscal  expansion  to  bring  east  G 
many  into  the  modern  economic  world,  \ 
mand  for  German  goods  skyrocketed. 
sinking  together.  Today,  those  booms 
history.  The  dollar  has  collapsed,  and  U 
companies  have  restructured  to  compete.  I 
rope  is  in  recession,  German  unification 
now  is  disillusioning  and  troublesome— certa1 
ly  no  consumer  spree.  In  addition,  those  co 
petitive  devaluations  of  the  soft-currency  cot 
tries  have  cut  into  German  exports  a 
rendered  the  German  domestic  market  v 
nerable  to  foreign  competitors.  Little  surpri 
then,  that  German  companies  have  hastened] 
downsize— that  forbidding  American  eupl1 
mism  for  payroll  reduction.  Hitherto,  elirj 
nating  jobs  has  been  taboo  in  Germany.  Nc| 
there  is  a  rush  to  press  forward  with  restn 
turing,  and  scarcely  a  day  passes  withe 
news  of  a  major  cutback:  10,000  workers  he 
20,000  there.  Only  the  unemployment  off 
works  overtime. 

For  Germany  and  those  countries  with  c 
rencies  linked  to  the  mark— France,  the  Ne 
erlands,  Belgium,  and  Austria— 1994  will 
deed  be  the  Year  of  the  Dog.  Unemploym< 
will  rise,  confidence  will  fall:  a  double-dip 
cession  is  the  most  likely  course.  The  probl 
is  worsened  by  a  monetary  policy  caught  1 
tween  the  risk  of  recession  and  a  collapse 
the  currency.  To  keep  the  mark  from  plungi 
against  the  dollar,  or  at  least  to  keep  it  tre; 
ing  water,  interest  rates  can't  come  dowl 
But  the  longer  they  stay  high,  the  deeper  tl 
drop  in  confidence. 

German  interest  rates  must  come  dowri|j 
lot,  sooner  or  later.  U.  S.  interest  rates  are 
the  rise  as  the  economy  moves  toward  f 
employment.  As  the  differential  between 
two  rates  narrows,  the  mark  will  become  t 
currency  speculators'  next  target.  Selli 
marks  short  becomes  the  gamble  of  the  ye; 
The  good  news  is  this:  The  sooner  the  spe< 
lators  make  their  killing,  as  in  1992,  the  so(| 
er  Germany  and  Europe  can  turn  to  ea 
money  and  growth.  That  seems  sure  to  hi 
pen  in  1994,  so  growth  can  follow  in  1995. 
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tow  many 

ndustrial  fairs 
should  you 
/isit  to  keep  up 
with  changes? 
One. 

rhe  Hannover  Fair. 


It  s  true.  The  Hannover  Industrial  Fair  is 
so  comprehensive,  so  timely,  it's  the  only 
one  you  need  to  visit  to  stay  on  top  of  rapid 
advances  in  manufacturing  technology  and 
materials.  The  Fair  covers  virtually  every 
industry  sector,  from  automation  technology 
to  surface  treatment  to  subcontracting  and 
components.  So  you  -  and  some  400,000 
other  attendees  -  are  assured  of  finding  out 
about  the  very  latest  technologies  that  over 
6,800  exhibitors  are  introducing. 
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industrial  (air 
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irther  information. 

Jnnover  Fairs  USA,  Inc.,  103  Carneaie  Center,  Princeton,  New  Jersey  08540.  P.O.Box  7066,  Tel.:  (609)  987-1202,  Fax:  (609)  987-0092 


HOWAIG'S  ABILITY  TO  CONTROL  FINANCIAL  RISKS  PU 
ONE  AIRLINE  ON  A  STRAIGHTER  COURSE.  An airline's first-ever enen\ 
hedge  in  jet  fuel,  using  a  series  of  Jlxedjor- floating-rate  transactions,  lis  no  blue-sky  idea  but  how  we  recently  helpt 
a  major  U.S.  carrier  manage  risk.  Since  the  airline's  international  operations  generate  a  multiple-currency  reven\ 


earn,  we  also  act  as  one  oj  Us  primary  foreign  exchange  partners.  And  we  provide  primary  and  excess 
iperty/ casualty  insurance  for  its  buildings  and  aircraft,  fidelity  and  international  insurance  coverages.  Products  and 
-vices  for  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Croup.  Inc.,  Dept.  A.  7()  Pine  Street,  New  York.  NY  10270. 
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INTEREST  RATES: 

WHY  THE  VACCINE 

ISNT  TAKING  

Before  the  Federal  Reserve  Board 
raised  short-term  interest  rates  on 
Feb.  4,  some  economists  and  market 
watchers  had  hoped  that  such  a  move 
would  paradoxically  tiring  down  long- 
term  rates.  Long  rates,  they  reasoned, 
are  heavily  influenced  by  investors'  ex- 
pectations of  future  inflation.  So  a  dis- 
play of  muscle-flexing  by  the  Fed  now 
would  convince  the  financial  markets 
that  low  inflation  was  here  to  stay.  That 
would  give  the  U.  S.  the  best  of  both 
worlds— low  inflation  and  low  long-term 
interest  rates  to  boost  investment. 

So  far,  though,  the  optimists  have 
been  disappointed.  Since  the  Fed  raised 


THE  YIELD  SPREAD 
WIDENS  AGAIN 


JAN.  8,  '94  FEB.  5  FEB.  22 

DATA:  ORi/McGRAW-HILL.  BRIDGE  INFORMATION  SYSTEMS  INC. 


short  rates,  interest  rates  on  the  30- 
year  bond  have  risen  from  6.31%  to 
6.60%  on  Feb.  22.  This  is  in  spite  of  a 
report  that  consumer  prices  in  January 
were  unchanged,  indicating  that  infla- 
tion is  still  dormant. 

Why  did  long  interest  rates  rise?  In 
part,  it's  because  of  a  perception  that 
the  economy  has  finally  managed  to 
achieve  a  sustained  recovery.  As  busi- 
ness improves,  demand  for  loans  will 
rise,  pushing  up  long  interest  rates. 

More  important,  history  shows  that 
the  market  mavens  were  wrong  to  start 
with.  Long  rates  almost  always  rise- 
when  the  Fed  boosts  short  rates.  Since 
1971,  there  have  been  only  two  years 
when  a  highei  short  rate  was  accompa- 
nied by  a  lower  or  constant  long  rate. 
The  most  recent  was  1989,  when  the 
Fed,  led  by  Chairman  Alan  Greenspan, 
pushed  up  short  rates  by  almost  two 


percentage  points  compared  with  1988. 
Over  the  same  time,  the  average  inter- 
est rate  on  10-year  bonds  dropped  by 
about  half  a  percentage  point. 

But  such  experiences  are  the  excep- 
tion, not  the  rule.  That's  true  for  other 
economies  as  well.  Since  1971,  Japan  has 
had  only  two  years  when  short  rates 
rose  and  long  rates  fell,  and  Britain  has 
had  only  one. 

The  one  country  where  the  central 
bank  has  succeeded  in  bringing  down 
long  interest  rates  by  raising  short 
rates  is  Germany,  which  has  pulled  off 
that  trick  four  times  in  the  past  two 
decades.  To  do  this,  "you  need  an  insti- 
tution that  has  as  much  credibility  as 
the  Bundesbank,"  says  Elliott  Piatt, 
who  is  director  of  economic  research 
at  Donaldson,  Lufkin  &  Jenrette  Se- 
curities Corp.  And  so  far,  that's  a  level 
of  credibility  that  Greenspan's  Fed  has 
been  unable  to  establish. 


A  GROWTH  POLICY 
HAS  THE  BUNDESBANK 
IN  A  BIND  

Having  established  its  reputation  as 
an  inflation-fighter,  the  Bundesbank 
surprised  many  Europeans  by  unexpect- 
edly lowering  its  discount  rate  by  50 
basis  points  on  Feb.  17,  to  5.25%.  The 
rate  cut  was  welcome  relief  for  the  mor- 
ibund economies  of  Germany  and  its 
neighbors,  which  immediately  lowered 
their  own  rates  a  notch  as  well.  But 
coming  after  nearly  four  months  of  inac- 
tion in  the  face  of  continued  economic- 
sluggishness,  the  timing  of  the  move 
again  raised  the  question  that  perplexed 
Europeans  keep  asking  about  the  Bun- 
desbank: "What  does  the  Buba  want?" 

Most  speeches  by  members  of  the 
Bundesbank  policymaking  council  em- 
phasize money-supply  growth  as  the  key 
factor  determining  Bundesbank  interest 
rate  policy,  notes  Goldman,  Sachs  &  Co. 
Frankfurt  economist  Thomas  Mayer.  But 
with  Germany's  money  supply  growing 
strongly,  these  considerations  don't  ex- 
plain the  Bundesbank's  latest  move.  In- 
stead, Mayer  found  that,  no  matter  what 
the  Bundesbank  says,  it  has  been  willing 
in  the  past  to  cut  short-term  rates  in  or- 
der to  boost  economic  growth.  That 
might  explain  why  the  Bundesbank  took 
some  275  basis  points  off  its  discount 
rate  in  the  last  year,  despite  stubborn 
inflation  during  most  of  1993. 

Mayer  sees  the  Buba  cutting  the  dis- 
count rate  by  another  50  basis  points 
by  June.  However,  reducing  interest 
rates  to  stimulate  growth  means  that 
the  Bundesbank  will  have  a  hard  time 


bringing  inflation  down  to  its  target 
2%,  even  with  unemployment  arouno  | 
million.  That  means  the  Bundesbank  \\  \ 
likely  refrain  from  any  additional  fl 
cuts  until  well  into  1995. 

By  Bill  Javetski  in  Pa  i 


STOCKS  VS.  BONDS: 
EQUITIES  HAVE 
A  SMALLER  EDGE 

History  shows  that  over  the  id 
term,  stocks  have  far  outperform* 
bonds.  From  1927  to  1993,  the  diff 
ence  between  investors'  return  on  stod 
and  the  return  on  bonds— the  so-callj 
equity  premium— was  about  seven  p 
centage  points. 

In  the  past  couple  of  years,  howevj 
the  equity  premium  has  hovered  1 
tween  two  and  three  percentage  poini 
That  being  the  case,  should  stock  m 
ket  investors,  many  of  them  new  to  r 
game,  expect  the  equity  premium  to 
turn  to  its  historical  level? 

Perhaps  not,  concludes  Olivier  J.  Bl 
chard,  an  economist  at  the  Massacl 
setts  Institute  of  Technology.  In  the 
est  Brookings  Papers  on  Econon 
Activity,  Blanchard  finds  a  long-term  i 
cline  in  the  equity  premium  since  tn 
difference  reached  more  than  10%  in  t 
late  1940s. 

Blanchard  believes  that  premiui 
surged  following  the  1929  stock  marl 
crash  and  the  Great  Depression  as  inv) 
tors  pulled  their  money  out  of  stoa 
Then,  the  equity  premium  slowly  eroc 
as  memories  of  that  market  catastrop 
faded  and  buying  picked  up.  Moreov 
the  post-World  War  II  period  witness 
the  rise  of  long-term  investors,  such 
pension  funds,  and  these  investmt 
pools  put  more  and  more  money  ii 
stocks.  In  1950,  the  share  of  equit 
held  by  pension  funds  (state,  local,  a 
private)  was  a  mere  1%;  by  1970,  it  h 
reached  9%,  and  these  days,  it's  29% 
But  it's  important  to  remember  tl 
the  trend  toward  thinner  equity  prei 
urns  has  been  masked  by  signifies 
swings  in  inflation  over  the  past  t 
decades.  When  inflation  picked  up 
the  late  1970s,  for  example,  the  real 
turn  to  bonds  was  hammered,  and  t 
equity  premium  widened.  Then,  wh 
inflation  slowed  in  the  1980s,  real  bo 
returns  increased  sharply,  and  the  eq 
ty  premium  narrowed.  So  as  long  as 
i'lation  stays  at  its  current  low  level, 
vestors  should  expect  equities 
outperform  bonds  by  a  far  narrow 
margin  than  the  historical  average  woi 
suggest. 

By  Christopher  Farrell  in  New  Yt 
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It  was  designed  on  the 
assumption  that  y 
teeth  should  j| 


our  permanent 
be  exactly  that. 


f  the  Oral-B  Advantage" Plaque  i 
Lemover  doesn't  look  like  an  ordinary 
□othbrush,  there's  good  reason.  It  isn't. 

Its  goal  is  to  help  preserve  your 
eeth  for  a  lifetime.  Therefore,  it  was 
lesigned  to  eliminate  plaque  and  fight 
;um  disease  as  effectively  as  possible. 

The  Advantage  Plaque  Remover  offers 

THE  EXCELLENT  PERFORMANCE  OF 
THE  ADVANTAGE  PLAQUE  REMOVER 

is  due  to  a  unique  bristle  structure. 
It  incorporates  two  specific  Activity  Zones. 

THE  POWER  TIP™  bristles,  at  the  ante- 
rior end  of  the  brush,  extend  above  the 
main  bristle  surface  to  remove  plaque  not 
only  between  teeth,  but  behind  back  teeth 
Power  Tip          as  well. 

;everal  highly  innovative  features.  The 
Tgonomically  designed  handle— with 
ts  thumb  ridges  and  Universal  Grip— 
enhances  maneuvering  and  control  to 
:lean  every  tooth  surface. 

The  oval  head  improves  access  to  the 
"ear  portion  of  your  mouth,  where  seri- 
)us  dental  problems  often  start. 

And  the  unprecedented  bristle  struc- 
ure  is  a  story  unto  itself. 


In  total,  it  took  hundreds  of  design 
experiments  to  create  the  Advantage 
Plaque  Remover.  Dentists,  scientists, 
technicians  and  engineers  worked 
tirelessly  in  the  quest  to  develop  one 
of  the  finest  home  oral-care  instru- 
ments in  the  world. 

We  urge  you  to  test  the  result  of 

THE  ACTION  CUP™  with  bristles  cut 
to  a  precise  60-degree  groove,  conforms 
to  tooth  and  gum  contours,  removing 
plaque  from  tooth  surfaces  and  at  the 
gumline.  It  features  Indicator"  bristles 
that  fade  as  the  brush  wears  out. 

Together,  these  two  structural  inno-    Action  Cup 
vations  are  designed  to  make  the  Oral-B  Advantage 
Plaque  Remover  one  of  the  most  effective  plaque- 
removal  instruments  you  can  buy. 

their  efforts  for  yourself. 

Look  for  the  Advantage  Plaque 
Remover  wherever  you  find  Oral-B. 
Like  all  our  products,  it's  designed 
to  work  with  you,  your  dentist  and 
your  hygienist  to  help  you  keep 
your  teeth  for  life. 


The  Brand  More  Dentists  Use. 

©1994  Oral-B  Laboratones,  Redwood  City,  CA  94065 


Introducing  the  Advantage™  Plaque  Remover. 


WITH  TAURUS  SHO, 
WHO  NEEDS  COFFEE  IN  THE  MORNING? 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 
AGAIN.* 


Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHOs  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 


SHOs  sleek  good  looks  are  a 
subtle  hint  at  the  power  that 
within.  Then,  behind  the  wh( 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  sta 
on  the  road. 


■OPENING  PERFORMANCE. 

lis  220-horsepower  eye- 
ier  will  turn  your  commute 
the  ideal  way  to  enjoy  speed- 
iitive  variable-assist  steering 
the  newly  refined  four-wheel 
t-tuned  suspension.  And  since 
power  of  SHO's  24-valve 


DOHC  engine  is  balanced  by 
a  standard  anti-lock  braking 
system  and  dual  air  bags**  you'll 
be  able  to  concentrate  on  a 
world-class  driving  experience. 

Awaken  the  performance  driver 
within.  Ford  Taurus  SHO.  Your 
commute  will  never  be  the  same. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


'  Based  on  1993  CY  manufacturer's  reported  retail  deliveries 
"  Always  wear  your  safety  belt 


capability :  executive  programs 


SOUTHERN 


Keynote  speakers  include: 
Hon.  Carroli  Campbeli 

Governor,  State  of  South  Carolina 
Hon.  James  Folsom 
Governor,  State  of  Alabama 

Hon.  Zell  Miller 

Governor,  State  of  Georgia 
WllLIAM  D.  Ruckelshaus 
Chairman  and  CEO,  browning-Ferris 
Industries;  former  U.S.  EPA  Administrator 

Presented  in  association  with: 

Center  for  Leadership 
and  Career  Studies  oh 
Emory  University 

Mercedes-Benz  of 
North  America,  Inc. 

AtTwx:  BellSouth  Classic 


The  Business  Week  Corporate  Forum  of  the  South 

The  South:  Seizing  and  Holding  National  Economic  Leadership 
Date:  May  5-7,  1994 

Place:  The  Ritz-Carlton  Buckhead,  Atlanta,  Georgia 


The  Sou  lh  is  surging. 
America's  new  economic  leader  is 
booming  from  the  Outer  Banks  to 
the  Mexican  Border. 

To  help  southern  leaders  plan 
for  prosperity,  Business  Week  end 
DRI/McGraw-Hill  are  pleased 
to  present  The  1994  Corporate 
Forum  of  the  South. 

For  southern  leaders  of  business  and 
government,  this  Forum  is  an  ideal 

DRI/McGraw-Hill 


(  opyright  1 W4  McGraw-Hill.  In, 


opportunity  to  meet,  share  strategies, 
and  develop  relationships  with  other 
leaders  from  across  the  south. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  BOND  MARKET 

i  SPOOKED  SILLY—TOO  SILLY 


r: 


■  here's  no  pleasing  this  bond  market.  It's  got  inflation 
on  the  brain.  Not  even  the  best  monthly  showing  in 
the  consumer  price  index  in  4%  years  made  any 
jrence.  Tough  talk  from  Federal  Reserve  Board  Chair- 
i  Alan  Greenspan  helped  a  little,  but  not  for  long, 
ond  prices  have  been  in  a  dizzying  decline  since  the 
's  quarter-point  hike  in  interest  rates  on  Feb.  4.  The 
d  on  30-year  Treasuries  jumped  from  6.31%  to  6.64% 
Feb.  22,  minutes  before  Greenspan's  semiannual  Con- 
ssional  testimony  on  monetary  policy  and  the  economy, 
lewhat  perversely,  that  rise  is  even  greater  than  the 
l's  nudge  to  short-term  rates.  Long  rates  are  now 
rply  higher  than  their  October,  1993,  low  of  5.78%. 

The  bond  market  has  a  worry 
list  a  mile  long.  To  begin  with,  it 
fears  that  the  economy  is  in  a 
boom  and  that  the  Fed  is  already 
behind  the  game  in  its  inflation- 
control  efforts.  So,  it  believes 
the  Fed  has  begun  a  series  of 
rate  hikes  that  will  take  short- 
term  rates  some  one-to-two 
points  higher  in  the  coming  year 
in  an  effort  to  thwart  inflation- 
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ary  pressure. 

Moreover,  bond  players  see  inflationary  potential  in  a 
iker  U.  S.  dollar  vs.  the  Japanese  yen.  Throw  in  an  up- 
i  in  commodity  prices  amid  rising  capacity  utilization 
Is,  and  you've  got  one  scared  bond  market.  The  prob- 
i  is,  there's  not  enough  substance  behind  any  of  these 
cerns  to  justify  the  recent  sell-off  in  bonds. 

"HE  FED  Against  this  backdrop,  the  Fed  chief 
iYIS  trekked  up  to  Capitol  Hill  to  lay  out  the 

IN  OTHER  central  bank's  strategy,  including  the  Fed's 
IATE  HIKE  latest  economic  projections  (table).  But 
in  though  he  was  talking  to  Congress,  his  message 
s  clearly  aimed  at  the  bond  market. 
Greenspan  repeated  a  lot  of  old  themes,  including  the 
3d  to  raise  real  short-term  interest  rates  and  the  battle 
contain  inflation  expectations,  a  component  of  long 
es.  His  hawkish  words  on  inflation  eased  the  bond 
rket's  tensions,  as  30-year  Treasuries  closed  at  6.60%. 
t  the  next  day,  the  yield  jumped  back  up  to  6.65%. 
rhe  Fed  chief  did,  however,  outline  some  key  indicators 
inflation  expectations.  They  include  the  yield  curve,  ex- 
inge  rates,  and  even  gold  prices  (page  44).  Greenspan 
o  suggested  that  price-indexed  bonds— currently  issued 


CONSUMERS:  FAITH 
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in  Britain,  for  example,  but  not  in  the  U.  S.— could  contain 
information  on  expectations. 

On  balance,  the  tone  of  the  chairman's  remarks  suggest- 
ed that  the  next  tightening  of  policy  would  be  sooner 
rather  than  later.  The  Fed's  next  policy  committee  meet- 
ing on  Mar.  22  could  provide  the  setting. 

GROWTH  Greenspan  also  tried  to  allay  the  bond 
SHOULD  market's  main  concern  right  now:  the 
SLOW  strength  of  the  economy.  Yet  another  De- 

DOWN  cember  indicator,  the  trade  deficit,  came 

in  far  better  than  expected.  Now,  a  few  economists  look 
for  the  5.9%  surge  in  real  gross  domestic  product  last 
quarter  to  be  revised  higher  still,  to  around  7%. 

However,  the  economy  seems  likely  to  slow  to  about 
half  that  pace  in  the  current  quarter,  and  the  drags  from 
fiscal  restraint  in  the  U.  S.  and  recessions  in  Europe  and 
Japan  will  weigh  on  growth  for  the  rest  of  the  year. 
Once  the  economy  shows  signs  of  more  moderate  growth, 
long-term  rates  should  start  to  head  back  down. 

Consumers  will  be  hard- 
pressed  to  maintain  last  year's 
heady  pace  of  spending,  although 
buying  should  continue  to  rise. 
Consumer  confidence  slipped  a 
bit  in  February.  The  Conference 
Board's  index  fell  to  80.8,  from 
82.6  in  January,  but  the  Board 
suggested  that  the  nation's  drea- 
ry weather  may  have  dampened 
consumers'  spirits.  Households 
still  see  their  present  economic 
situations  on  an  improving  trend  (chart). 

In  addition  to  slower  growth,  more  evidence  of  tame  in- 
flation will  take  some  air  out  of  long  rates.  Unlike  past  ex- 
pansions, excellent  productivity  gains  are  holding  down 
unit  labor  costs,  and  the  global  slowdown  is  taking  pres- 
sure off  of  U.  S.  production  capacity. 

Indeed,  the  consumer  price  index  did  not  rise  at  all  in 
January,  and  the  core  index— excluding  energy  and  food- 
edged  up  only  0.1%.  Despite  the  bond  market's  worries,  in- 
flation continues  to  trend  downward.  Inflation  over  the 
year  stands  at  2.5%,  and  core  inflation  fell  to  2.9%— the 
lowest  in  thr'ee  decades  (chart,  page  40). 

Still,  that  may  not  be  good  enough  for  Greenspan  &  Co. 
While  the  chairman  admitted  that  the  CPI  overstates  infla- 
tion by  0.5  to  1.5  percentage  points,  he  also  warned  that 
3%  inflation  is  not  price  stability.  The  message:  The  Fed 
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will  do  what's  necessary  to  drive  inflation  even  lower. 

Part  of  January's  stellar  performance  stems  from  the 
Labor  Dept.'s  overhaul  of  the  CPl's  seasonal  factors.  The 
government  is  now  seasonally  adjusting  50  of  the  60  price 
categories  in  the  monthly  report,  instead  of  just  33.  That 
enhancement  reduces  the  tendency  of  the  index  to  over- 
state inflation  in  the  early  months  of  the  year.  Under 
the  old  procedure,  the  CPI  would  have  risen  0.3%. 

THE  TRADE  Greenspan's  testimony  also  had  a  global 
GAP  FELL  slant.  The  Fed  chief  noted  that  low  infla- 
SHARPLY  IN  tion  will  enhance  the  competitiveness  of 
DECEMBER  y.  S.  goods  in  world  markets.  He  also  list- 
ed the  foreign-exchange  value  of  the  dollar  as  a  clue  to  in- 
flation expectations. 

But  if  that's  the  case,  the  central  bank  cannot  be  too 
happy  with  the  dollar's  recent  slide  against  other  major 
currencies.  The  Fed  may  be  worried  that  a  sustained 
weakness  in  the  dollar  could  be  inflationary  because  of  ris- 
ing import  prices.  And  that  would  give  U.  S.  producers  the 
opportunity  to  lift  their  prices. 

Foreign  trade  was  a  big  disap- 
pointment in  1993,  but  it  did  end 
the  year  on  a  strong  note.  A  sur- 
prising 4.9%  rise  in  exports,  com- 
bined with  a  0.6%  slip  in  im- 
ports, nan-owed  the  merchandise 
trade  deficit  to  S7.4  billion  in  De- 
cember, from  S9.7  billion  in  No- 
vember. That  means  that  the 
Commerce  Dept.'s  revisions  to 
last  quarter's  gross  domestic 
product,  due  out  on  Mar.  1.  will 
show  an  improved  trade  deficit. 

Still,  shifts  in  both  imports  and  exports  have  damaged 
the  U.S.  trade  position  (chart I.  Imports  soared  by  9.3% 
last  year,  while  exports  managed  just  a  3.8%  gain.  As  a 
result,  our  trade  deficit  for  1993  widened  to  $115.8  billion — 
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TRADE  GETS  HIT 
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the  biggest  gap  in  five  years.  The  U.  S.  trade  deficit  w 
Japan  alone  hit  a  record  $59.3  billion.  The  resulting  tr; 
tensions  between  Washington  and  Tokyo  have  only 
creased  the  bond  market's  jitters— making  the  Fed's  job 
the  more  difficult! 

However,  any  concerns  about  the  dollar  should  e 
That's  because  tighter  U.  S.  policy  comes  as  our  m 
trading  partners  are  trying  to  revive  their  econo 
While  the  Fed  is  raising  interest  rates,  the  German  B 
desbank  is  leading  the  rate  cuts  across  Europe.  And 
fiscal  restraint  in  U.  S.  federal  spending  contrasts  with 
looser  purse  strings  in  the  Japanese  budget 

Greater  accommodation  abroad 
is  clearly  necessary  to  foster  sol- 
id recoveries  overseas.  Right 
now,  the  best  hope  is  that  Ger- 
many and  Japan  will  turn  around 
by  the  end  of  this  year.  Those 
recoveries  should  help  to  lift 
U.S.  export  growth  in  the  sec- 
ond half.  Imports,  though,  will 
continue  to  grow  in  line  with 
U.  S.  domestic  demand,  suggest- 
ing that  the  merchandise  trade 
deficit  will  remain  a  nagging  problem  this  year 

The  U.  S.  won't  look  so  bad  in  global  commerce  w 
the  next  trade  report  comes  out  on  Mar.  22.  That's  1 
cause  Commerce  will  introduce  monthly  data  on  servid 
The  U.  S.  holds  a  big  surplus  in  services  because  our 
ports  of  intangibles  like  communications  and  financial 
formation  overwhelm  our  imports  of  services. 

A  wider  trade  deficit  will  act  as  a  brake  on  econo 
growth  in  1994,  a  crucial  part  of  the  Fed's  forecast 
Fed's  real  concern,  though,  is  not  1994.  "We  are  focusi 
on  1995  and  beyond,"  Greenspan  told  Congress.  The  go 
long-term  interest  rates  lower  in  1995  than  they  woi 
otherwise  be.  And  that  would  be  good  news  for  the  ec< 
omy  as  well  as  the  bond  market 
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GROSS  DOMESTIC  PRODUCT  (REVISION) 

Tuesday,  Mar.  1,  8:30  cum. 
The  Commerce  Dept.'s  revision  to  the 
fourth-quarter  data  should  show  that 
the  economy  grew  at  a  6.5%  annual  rate, 
according  to  economists  surveyed  by 
McGraw-Hill  Inc.'s  MMS  International. 
Strong  December  data  suggest  the  revi- 
sion from  the  advance  estimate  of  5.9%. 
However,  some  economists  expect  re- 
vised growth  at  a  stunning  7%. 

HAPM  SURVEY  

Tuesday,  Mar.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  probably  stood  at 
57.5%  in  February,  little  changed  from 


57.7%  in  January.  The  factory  sector  re- 
mains strong  despite  the  weather. 

PERSOHAL  INCOME  

Wednesday,  Mar.  2,  8:30  a.m. 
Both  income  and  consumer  spending 
rose  0.3%  in  January,  after  jumping  0.6% 
and  0.5%.  respectively,  in  December. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Mar.  2,  10  cum. 

Home  sales  likely  fell  to  a  700,000  rate 

in  January,  from  862.000  in  December. 

FACTORY  INVENTORIES  

Thursday,  Mar.  3,  10  a.m. 
Manufacturing  inventories  probably  rose 
by  about  0.3%  in  January,  after  dropping 


a  steep  0.6%  in  December.  Some  factt 
shipments  were  delayed  because  of  t 
extreme  winter  weather. 

EMPLOYMENT 


Friday,  Mar.  4,  8:30  a.m. 
Nonfarm  payrolls  likely  grew  by  180,( 
in  February.  That's  in  line  with  t 
fourth-quarter  average  and  is  a  rebou 
from  the  weather-based  gain  of  62,000 
January.  The  February  jobless  ri 
probably  stayed  at  January's  6.7%.  1 

LEADING  INDICATORS 


Friday,  Mar.  4.  8:30  cum 
The  composite  index  of  leading  indii 
tors  probably  rose  just  0.2%  in  Jai 
ary.  following  a  0.7%  spike  in  Decemb 
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THE  INFORMATION  HIGHWAY  I 


Optimism.  Just  a  month 
ago,  when  more  than 
2,000  media,  cable,  and 
telephone  executives  gath- 
ered at  the  University  of 
California  at  Los  Angeles  for  the  im- 
modestly labeled  "Superhighway  Sum- 
mit," the  optimism  was  as  naked  and 
unbridled  as  it  gets.  "This  is  no  field  of 
dreams,"  said  John  C.  Malone,  chief  ex- 
ecutive of  cable  gi- 
ant Tele-Communi- 
cations Inc. 

Or  is  it?  Sudden- 
ly, everything  has 
turned  topsy-turvy. 
On  Feb.  23,  TCI  and 
Bell  Atlantic  Corp. 
announced  they 
had  called  off  their 
$21.4  billion  merg- 
er, potentially,  the 
largest  in  U.  S.  cor- 
porate history. 
After  months  of  tense  negotiations, 
the  two  companies  say  they  were  unable 
to  hammer  out  a  price  for  TCI.  "New 
uncertainties  in  the  industry  made  it 
clear  to  both  of  us  that  it  was  just  im- 
possible to  come  up  with  a  final,  fair 
value,"  says  James  G.  Cullen,  president 
of  Bell  Atlantic. 

Chief  among  those  uncertainties  is 
the  impact  of  a  second  round  of  cable 
rate  cuts  that  the  Federal  Communica- 
tions Commission  passed  on  Feb.  22. 
The  FCC  voted  to  cut  cable  rates  by  7%, 
atop  a  10%  reduction  last  year.  TCI 
sources  say  the  two  cuts  could  cost  it 
upward  of  $225  million  a  year  in  cash 
flow.  That  immediately  cast  doubt  on 


MALONE:  DID  HE  GET 
COLD  FEET? 


GOOD 
DEALS? 

Even  before  the  TCI-Bell 
Atlantic  bust-up,  the  value 
of  telecommunications 


the  value  Bell  Atlantic  originally  placed 
on  TCI— 11.75  times  projected  cash  flow- 
throwing  the  talks  into  chaos. 

Just  as  the  Bell  Atlantic  and  TCI  an- 
nouncement galvanized  Wall  Street  to 
the  possibilities  of  the  Information  Su- 
perhighway last  October,  its  collapse- 
may  chill  investors  on  an  infant  industry 
that  has  generated  huge  excitement  but 
has  so  far  been  more  hype  than  sub- 
stance. "It  certainly 
raises  questions 
about  all  the  other 
deals,"  says  John 
Tinker,  a  media  ana- 
lyst at  Furman  Selz. 
Observes  Forrest 
Miller,  vice-president 
for  corporate  devel- 
opment at  Pacific 
Telesis  Corp.:  "The 
level  of  uncertainty 
got  lifted  a  notch." 

Well  before  Bell 
Atlantic's  stunning  announcement,  in- 
vestors were  cooling  on  two  other  big 
deals  involving  cable-TV,  telephone,  and 
entertainment  companies:  Viacom  Inc's 
acquisition  of  Blockbuster  Entertainment 
Corp.  and  American  Telephone  &  Tele- 
graph Co.'s  $12.(i  billion  purchase  of  Mc- 
Caw  Cellular  Communications  Inc. 
(table).  Their  fears  have  been  stoked  by 
everything  from  delays  in  interactive 
technology  to  increasingly  prickly  fed- 
eral regulators. 

Bell  Atlantic  and  TCI  are  blaming  their 
failure  on  the  new  government  regula- 
tions. Despite  rumors  that  TCI  President 
Malone  was  simply  holding  out  lor  a 
better  deal,  Cullen  insists  the  talks 


broke  down  only  because  the  compar 
couldn't  project  how  the  rate  cuts  wo 
affect  TCl's  cash  flow.  "We  were  in  agi 
ment  on  virtually  every  single  issue, 
cept  the  final  price,"  he  says.  Bell 
lantic  Chairman  Raymond  W.  Smith 
Malone  pulled  the  plug  after  six  hour; 
talks  in  New  York  City  on  Feb.  22 
Feb.  23  that  Cullen  describes  as  "v 
positive"  though  "frustrating." 


DAT! 
ANNOUNCED 


AT&T-JHcCAVk 


AUGUST  Id 


VALUE  OF 
STOCK  DEAL 


$12.6  BILLIO 


mergers  was 
plummeting 
'CLASS B 
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ACQUIRER'S  STOCK 
DECLINE  AS  OF  FEB.  22 


14.2% 


DEAL'S  VALUE 
LOST 


$1.8  BILLIO 


Behind  the  scenes,  though,  media 
ecutives  say  Malone  and  Smith  w 
not  seeing  eye  to  eye  on  several  iss 
prior  to  the  FCC's  announcement, 
cording  to  one  cable  executive,  Sir 
was  far  leerier  than  Malone  about  I 
Atlantic's  ability  to  pay  down  the  S 
billion  in  debt  from  TCI  and  its  sis 
company,  Liberty  Media  Corp.,  that  I 
Allantic  would  assume  as  part  of 
deal.  Malone,  this  executive  says, 
more  bullish  than  Smith  about  h 
much  incremental  revenue  would  co 
from  the  interactive-TV  services  that 
merger  was  designed  to  promote. 

Now,  Bell  Atlantic  and  TCI  executi 
say  it  is  unlikely  they  will  return  to 


COLLAPSE 

THE  INFO 

HIGHWAY 

THE  TCI-BELL  ATLANTIC  DEAL  COMES  APART 
ON  A  ROAD  THAT  SUDDENLY  SEEMS 
PAVED  WITH  PITFALLS 


aining  table.  Instead,  Cullen  says 
Atlantic  will  focus  on  upgrading  its 
rorks  to  handle  video  services.  He 
Bell  may  still  team  up  with  TCI  to 
lop  interactive  services  outside  its 
3  base.  For  its  part,  TCI  says  it's 
nterested  in  linking  up  with  anoth- 
aby  Bell.  It  will  slash  1994  capital 
ding  by  $500  million,  or  50%,  be- 
3  of  the  FCC  rate  rollback, 
ich  retrenchment  doesn't  bode  well 


ionium 
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iCTOBER  13 

JANUARY  7 

3.2  BILLION 

$8.4  BILLION 

11.2% 

1.5  BILLION 

$2.8  BILLION** 

/iacom,  which  hopes  to  merge  with 
kbuster  in  a  stock  deal  similar  to 
Bell  Atlantic-TCl  linkup.  "We're  rea- 
bly  confident  that  the  merger  is  go- 
so  go  through,"  says  Viacom  Chair- 

Sumner  M.  Redstone.  He  has  a 
I  reason  to  be  cautious, 
ockbuster  shareholders,  who  are  be- 
paid  for  their  company  in  Viacom 
es,  are  threatening  to  vote  against 
deal  following  a  39.9%  drop  in  the 
s  of  the  stock.  And  Blockbuster 
rman  H.  Wayne  Huizenga  hints  that 
terms  may  have  to  be  revised,  per- 
i  by  issuing  more  Viacom  stock. 

Street  has  pummeled 
om  because 


hi  fears  ii  is  shouldering  too  much  debl 
from  its  $10  billion  acquisition  of 
Paramount  Communications  Inc. 

Viacom  can  argue  that  the  merger 
would  make  it  less  dependent  on  cable 
revenue.  But  it  must  also  battle  a  per- 
ception that  the  technology  for  interac- 
tive TV  is  further  away  than  many  first 
assumed.  Last  October,  TCI  fueled  ex- 
pectations by  ordering  1  million  state-of- 
the-art  cable  converter  boxes  from  Gen- 
eral Instrument 
Corp.  Three  months 
later,  Malone  pushed 
back  the  order  by  up 
to  a  year.  TCI  at- 
tributes the  delay  to 
difficulty  in  setting 
industry  standards 
for  such  equipment. 

Time  Warner  Inc. 
still  hopes  to  offer 
similar  interactive 
services  to  4,000  cus- 
tomers in  its  Orlando 
cable  system  by  the  end  of  1994.  But 
outside  experts  say  the  project  has  also 
been  hampered  by  an  overly  expensive 
converter  box.  Lynn  Yaeger,  a  senior 
vice-president  of  Time  Warner  Cable, 
won't  comment  on  specifics.  But  she  ac- 
knowledges the  project  hasn't  been  trou- 
ble-free: "Anytime  you  use  new  technol- 
ogy, there  are  hurdles  to  jump." 

Even  after  the  technology  wrinkles 
are  ironed  out,  companies  will  have  to 
contend  with  a 
Clinton  Ad- 
ministration 


that— well  before  the  FCC  decision— had 
not  lived  up  to  its  promise  as  the  facili- 
tator of  America's  Superhighway  future. 
Take  AT&T,  which  has  been  struggling 
for  six  months  to  complete  its  proposed 
$12.6  billion  acquisition  of  McCaw.  The 
U.  S.  Justice  Dept.  has  asked  a  federal 
court  to  deny  a  legal  waiver  that  would 
expedite  the  deal.  Without  the  waiver, 
McCaw  would  have  to  sever  ties  with 
companies  in  lucrative  cellular-phone 
markets  that  compete  with  AT&T. 
SLOWER  PACE.  AT&T  stock  has  dropped 
14.2%  since  last  August,  reducing  the 
value  of  the  deal  to  McCaw  by  $1.8  bil- 
lion. Analysts  say  Ma  Bell  has  been  hurt 
by  fears  of  stock  dilution  and  by 
Congress'  considering  rules  that  would 
allow  Baby  Bells  into  long  distance. 

Prior  to  the  TCI  bombshell,  some  ana- 
lysts were  saying  that  the  drop  in  stock 
prices  simply  reflected  a  much-needed 
correction  after  months  of  overheated 
speculation  about  the  Information  Su- 
perhighway. "The  fact  is,"  says  Robert- 
son, Stephens  &  Co.  analyst  Keith  E. 
Benjamin,  "that  many  of  these  compa- 
nies were  bid  up  to  impossible  levels  in 
the  first  place." 

Now,  though,  the  industry  has  to  con- 
sider a  darker  possibility:  that  the  un- 
raveling of  the  Bell  Atlantic-TCI  deal  will 
dramatically  slow  the  pace  of  Super- 
highway construction.  If  so,  Wall  Street's 
recent  skittishness  may  soon  seem  like  a 
happy  memory. 

By  Mark  handler  in  New  York, 
Ronald  Graver  in  Las  Angeles, 
and    Joseph     Weber  in 
Philadelphia,   with  Gail 
DeGeorge  in  Mia  mi 


Commentary/by  Owen  Ullmann 


WHY  GREENSPAN  HAS  A  TOUCH  OF  GOLD  FEVER 


E 


ver  since  Richard  Nixon  severed 
the  last  links  between  the  dollar 
I  and  gold  in  1971,  the  Federal  Re- 
serve has  scarcely  given  a  thought  to 
the  precious  metal.  So  what  was  Fed 
Chairman  Alan  Greenspan  doing  on 
Feb.  22,  when  he  told  a  House  banking 
subcommittee  that  gold  prices  have 
become  an  important  factor  in  setting 
short-term  interest  rates? 

Greenspan  took  care  to  stress  that 
gold  is  just  one  of  several 
measures  that  are  used  to 
guide  the  central  bank's  in- 
flation watchers.  Still,  his 
remarks  raised  eyebrows 
and  brought  to  center  stage 
a  debate  that  has  been  car- 
ried out  mainly  in  the  wings 
of  economic  policy  for  the 
past  two  decades:  Would 
the  U.  S.  economy  be  bet- 
ter off  now  if  the  dollar  had 
remained  linked  to  gold?  "I 
happen  to  be  one  of  those 
who  believe  things  were  a 
lot  better  In  many  respects 
back  when  we  had  stable 
gold  prices,"  Greenspan 
said. 

Somewhere,  Ronald  Rea- 
gan's heart  was  racing.  But 
the  Gipper  and  other  gold 
bugs  shouldn't  get  their 
hopes  too  high.  Greenspan 


gold,  he  is  eyeing  commodity  prices, 
the  spread  between  long-term  and 
short-term  rates,  and  the  movement 
of  the  dollar  on  currency  markets. 
With  current  inflation,  as  measured  by 
the  consumer  price  index,  slowing  to 
just  2.5%  over  the  past  year— and  with 
the  CPI  dead  flat  in  January— there 
was  no  justification  in  actual  price 
movements  for  the  Fed's  Feb.  4  deci- 
sion to  boost  short-term  rates  a  quar- 


Do  rising  gold 
prices  signal 
the  market's 
inflation  fears? 
The  Fed  chief 
thinks  so-or 
he  may  be 
using  gold  to 
justify  doing 
what  his  gut 
tells  him: 
Nudge  up  rates 


wasn't  signaling  a  return  to  the  gold 
standard,  even  though  his  elevation  of 
the  metal  as  a  monetary  tool  is  signif- 
icant. Money-supply  growth,  the  bea- 
con of  Fed  policy  for  most  of  the  '80s, 
is  no  longer  a  good  predictor  of  eco- 
nomic activity,  and  no  other  bench- 
mark has  emerged.  Greenspan's  mes- 
sage to  the  markets:  Watch  metals  for 
clues  of  what  the  Fed  will  do  on  inter- 
est rates. 

SCOUTING  OUT.  The  theory  behind  the 
Fed's  back-to-the-future  move  is  sim- 
ple: The  central  bank  is  more  worried 
about  inflationary  expectations  than 
actual  inflation,  which  remains  in 
check.  Since  gold  is  a  classic  hedge 
against  inflation,  its  price  is  a  sensitive 
indicator  of  expectations.  So  if  prices 
are  headed  up,  the  Fed  may  boost 
short-term  interest  rates. 

Of  course,  Greenspan  is  trying  to 
scout  any  other  hints  he  can  find  of  ac- 
celerating inflation,  too.  In  addition  to 


ter-point.  But  Greenspan  wants  to  be 
at  the  ready. 

That's  where  gold  comes  in.  After 
falling  to  below  $350  an  ounce  in  mid- 
September,  the  metal  has  been  trading 
between  $380  and  $390  for  the  past 
three  months.  Greenspan  sees  this  as  a 
signal  of  market  fears  that  the  Fed 
hasn't  been  moving  aggressively 
enough  against  the  inflationary  poten- 
tial of  the  current  economic  expansion. 
That,  he  thinks,  is  why  stock  and  bond 


GLITTERING  GOLD 


JULY  1,  '93 
A  U.S.  DOLLARS  PER  OUNCE 

DATA:  DRI/McGRAWHILL 


prices  have  fallen  recently.  "[Gold] 
not  a  perfect  indicator,  but  it  is  a  ve 
good  indicator,"  he  told  Congress. 

That's  music  to  the  ears  of  g( 
bugs,  who  contend  that  the  key 
price  stability  is  tying  the  dollar 
gold  prices.  Former  Governor  Way 
D.  Angell,  who  left  the  Fed  on  Feb. 
has  long  advocated  a  gold-price  ru 
and  he  smiled  in  the  audience 
Greenspan  testified.  Angell  predk 
the  comments  will  trigger 
drop  in  gold  prices  and 
bond-market  rally  in  comi; 
weeks. 

BONE-SURE.  That  seems  a  1 
tie  too  pat,  though.  If  gold 
such  a  great  predictor,  th 
why  has  the  Fed  eschewed 
for  years  in  favor  of  oth 
indicators?  Indeed,  gold  sp( 
ulators,  along  with  gold  pi 
ducers  such  as  Russia  a 
South  Africa  in  need  of  ha 
currency,  can  create  huj 
swings  in  gold's  price.  If  tl 
Fed  had  focused  on  gold  la 
summer,  for  instance,  tl 
run-up  in  the  market  (chaj 
could  have  prompted  tigl 
ening— just  as  the  econon 
was  gaining  a  bit  of  spee 
"Gold  ought  to  be  put  in 
the  mix,  but  it  can  be  vei 
misleading  over  long  perio 


of  time,"  says  former  Fed  Vice-Chai 
man  Manuel  H.  Johnson. 

Surely  Greenspan  knows  that.  B' 
he  is  convinced  in  his  bones  that  tl 
Fed  needs  to  nudge  up  interest  rati 
again  to  keep  inflation  in  check.  Ai 
he  knows  that  folks  on  Wall  Stret 
on  Main  Street,  and  at  both  ends 
Pennsylvania  Avenue  aren't  going 
buy  a  policy  based  on  the  Fed  Chai 
man's  hunches. 

His  predecessor,  Paul  A.  Volckej 
used  rigid  money-growth  targets  to  r" 
tionalize  his  squeeze  on  inflation.  Ar 
before  Volcker,  Arthur  F.  Burns  pulk 
a  new  money-supply  measure  out 
his  pipe  to  justify  Fed  policy.  Noi 
Greenspan  may  likewise  use  gold  ; 
cover  for  his  actions.  If  he's  right,  1| 
may  look  like  a  genius  for  whippir 
out  his  gold  card. 


Ullmann  follows  the  Federal  Reser 
in  Washington 


44  BUSINESS  WEEK/MARCH  7,  1994 


El 


NOT  JUST  VCRs 


Total  1993  U.S.  imports  from  Japan: 
$107.3  billion 


Top  ten  imports 


Billions  of  dollars 


CARS,  TRUCKS 

$21.95 

COMPUTERS 

9.7 

SEMICONDUCTORS, 

CIRCUITS 

6.5 

SSAN  WAVE:  SEATTLE-BOUND  IMPORTS 


AUTO  PARTS 


TELECOM  EQUIPMENT 


COMPUTER  COMPONENTS 


GASOLINE  ENGINES 


APPLIANCES 

TOYS,  SPORTING  GOODS 
VCRs,  TAPE  RECORDERS 

DATA:  COMMERCE  DEPT. 


II  SECRET  WEAPON  THAT 
ON'T  START  A  TRADE  WAR 


cing  Japan's  U.S.  subsidiaries  to  buy  American  could  narrow  the  gap 


HI  he  numbers  were  numbing.  Despite 
the  Clinton  Administration's  hard- 
ball tactics  with  Tokyo,  the  trade 
cit  with  Japan  soared  to  a  record 
3  billion  last  year.  The  figures  came 
at  a  touchy  time  for  Administration 
le  warriors,  too— just  as  they  were 
^atening  retaliation  if  Tokyo  doesn't 
ie  to  measurable  indicators  showing 
narkets  are  becoming  more  open  to 
srican  goods  (page  59). 
■ut  a  closer  look  at  the  trade  num- 
;  released  by  the  Commerce  Dept.  on 
.  17  suggests  that  the  Administration 
ht  produce  better  results  with  a  dif- 
•nt  strategy,  one  that  focuses  on  the 
amic  effects  of  distribution  networks 
3  and  in  Japan.  What  the  numbers 
vv  is  this:  Build  a  distribution  net- 
•k,  and  products  will  come.  "Trade 
dws  investment  in  the  '90s,"  says 
i  Endean,  a  consultant  with  Hills  & 
"If  you  can't  invest,  you  can't  trade." 
'he  Commerce  data  support  that  ar- 
lent.  More  than  80%  of  all  Japanese 
orts  are  bought  by  U.  S.  affiliates  of 
anese  multinationals.  That's  almost 
ble  the  norm  for  other  foreign  multi- 
onals.  Meanwhile,  parts  now  account 
almost  half  the  value  of  all  Japanese 
orts,  up  from  10%  in  the  mid-1980s. 
Current  policy  actually  encourages 


Japan's  penchant  for  importing  from 
home.  Foreign  trade  zones  in  the  U.  S. 
allow  foreign  companies  to  import  parts 
from  home  duty-free  if  the  companies 
create  jobs  here.  The  trade-zone  policy, 
which  is  under  review  by  Commerce  of- 
ficials, helps  explain  why  autos,  parts, 
and  accessories  now  account  for  almost 
two-thirds  of  the  trade  deficit.  Japanese 
companies,  citing  quality  concerns,  resist 
buying  American  components.  But  some 
trade  experts  argue  that  if  Washington 
threatened  to  reduce  the  benefits  of 
trade  zones,  Japanese  companies  would 
change  their  tune  and  Buy  American- 
shrinking  the  trade  deficit  considerably. 

Japanese  manufacturers,  of  course, 
could  always  pull  up  stakes  and  pro- 
duce elsewhere.  But  U.  S.  trade  officials 
doubt  they  would  do  that  because  the 
U.  S.  is  such  a  low-cost  assembler  by 
Japanese  standards.  In  fact,  a  small  but 


U.S.  trade-zone  policy 
actually  encourages  Japan's 
penchant  for  importing 
parts  from  home 


increasing  share  of  what  Japan  exports 
to  the  U.  S.  is  re-exported  to  other  coun- 
tries. For  instance,  the  largest  U.  S.  car 
exporter  to  Japan  in  1993  was  American 
Honda  Motor  Co.:  It  shipped  2-'>A'3>  vehi- 
cles there  last  year,  more  than  the  Big 
Three  combined.  "The  Japanese  are 
warehousing  their  products  here,  assem- 
bling them,  and  then  selling  them  not 
only  in  the  U.S.  but  in  Europe,  Latin 
America,  and  Japan,"  says  a  government 
trade  analyst. 

As  the  Administration  focuses  on  U.  S. 
trade  zones,  some  trade  experts  say,  it 
also  should  bargain  with  Tokyo  to  break 
down  barriers  to  U.S.  investment  in  Ja- 
pan. That  would  help  companies  such  as 
Motorola  Inc.  that  want  to  expand  dis- 
tribution networks  in  Japan.  Those  com- 
panies in  turn  would  likely  bring  in  more 
U.  S.-made  components.  "If  there  are  no 
American  companies  over  there,  there's 
nothing  to  pull  other  U.  S.  goods  in,"  notes 
David  Methes,  a  technology  strategist  at 
University  of  Michigan  School  of  Busi- 
ness Administration.  A  U.  S.  policy  to 
strengthen  the  yen,  he  adds,  would  only 
make  it  more  expensive  for  U.  S.  compa- 
nies to  expand  there. 
HOWLS  OF  PROTEST.  A  focus  on  distribu- 
tion networks,  trade  experts  note,  could 
also  avoid  a  major  pitfall:  The  growing 
dependence  of  American  companies  on 
Japanese  components  and  knowhow 
means  trade  retaliation  could  backfire 
on  key  segments  of  U.  S.  industry.  Japa- 
nese high-tech  firms  shipped  $20  billion 
worth  of  integrated  circuits  and  other 
electronic  components  into  the  U.  S.  in 
1993.  Shipments  from  Japan-based  pur- 
chasing offices  of  U.  S.  companies  made 
up  a  hefty  chunk  of  that.  Companies 
such  as  Texas  Instruments,  Apple  Com- 
puter, and  Digital  Equipment  now  have 
big  purchasing  operations  in  Japan. 

Any  effort  to  impose  sanctions  on  Ja- 
pan is  sure  to  provoke  howls  of  protest 
from  American  companies  that  have  es- 
tablished alliances  to  increase  their  in- 
vestment there,  at&t  Microelectronics 
has  strengthened  its  ties  to  NEC,  the 
world's  second-largest  chipmaker  after 
Intel.  Toshiba  has  separate  partnerships 
with  IBM,  Motorola,  and  National  Semi- 
conductor on  a  range  of  chip  products. 
Mitsubishi  Electric  Corp.  is  a  key  DEC 
partner  in  chips. 

All  this  hasn't  stopped  U.S.  Trade 
Representative  Mickey  Kantor  from  or- 
dering up  a  list  of  Japanese  electronic 
products  that  could  be  hit  with  sanctions 
if  Tokyo  doesn't  budge  on  opening  its 
markets.  Among  the  likely  targets:  tape 
recorders,  television  receivers,  and  cord- 
less phones.  But  there  may  be  a  better 
approach.  And  the  U.  S.  should  consider 
it  before  waving  a  big  stick  at  Tokyo. 

By  Douglas  Harbrecht  in  Washington, 
with  Neil  Gross  in  Tokyo 
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ASSEMBLING  FORD'S  NEW 
WINDSTAR  MINIVAN 


DETROIT:  HIGHBALLING  IT 
INTO  TRUCKS 


To  meet  demand,  the  Big  Three  are  adding  shifts  and  converting  plants 


Truck  sales  are  on  a  roll.  Despite 
hitter  cold  across  much  of  the 
country  and  California's  earth- 
quake, U.  S.  sales  of  light  trucks 
stormed  ahead  24%  in  January,  to 
416,828  vehicles,  easily  outpacing  a  7.8% 
rise  in  car  sales.  Megadealer  Allan 
Spitzer  of  Elyria,  Ohio,  marvels  at  the 
Chevy  pickups,  Plymouth  Voyager  mini- 
vans,  and  Ford  Explorers  flying  out  of 
his  various  dealerships:  "Demand  has 
outstripped  supply  pretty  much  across 
the  board,"  he  says.  "I  don't  know  where 
the  top  is." 

Call  it  too  much  of  a  good  thin^.  Sud- 
denly, Detroit  is  scrambling  to  meet  de- 
mand for  its  hot-selling  trucks— pickups, 
minivans,  and  sport-utility  vehicles  such 
as  the  Ford  Explorer.  And  the  Big 
Three  are  searching  for  ways  to  expand 
truck-building  capacity  without  con- 
structing new  plants  that  could  be  a  fi- 
nancial drag  if  the  market  turns  down. 
gangbusters.  Succeeding  is  crucial  to 
Motown's  profits.  Chrysler  Corp.,  for  in- 
stance, earns  an  average  of  more  than 
$7,000  on  its  Jeep  Grand  Cherokee  and 
about  $5,000  on  its  minivans,  figures 
Lehmann  Brothers  Inc.  analyst  Joseph 
S.  Phillip] >i.  That  compares  with  about 
$4,000  that  Detroit  earns  on  the  av- 
erage midsize  family  sedan.  Trucks 
are  also  a  key  to  Detroit's  quest  to  lock 
in  market-share  gains  against  Japan. 


Partly  because  of  their  weak  truck  line- 
ups, Japanese  companies'  share  of  the 
U.  S.  light-vehicle  market  slipped  to 
23.2%  in  1993  from  24.5%  in  1992  and 
likely  will  slide  further  this  year. 

Until  recently,  though,  only  Chrysler 
really  went  after  truck  buyers  tooth  and 
nail.  Trucks  made  up  59%  of  Chrysler's 
vehicle  sales  in  1993,  vs.  47%  for  Ford 
Motor  Co.  and  38%  for  General  Motors 
Corp.  Overall,  truck  sales  have  expand- 
ed from  33%  of  the  U.  S.  market  in  1989 
to  39%  last  year  (chart).  But,  says 
Alexander  J.  Trot  man,  Ford's  CEO  and 
chairman,  "over  the  years,  we  in  the  in- 
dustry have  tended  to  treat  this  his- 
toric shift  in  the  market  as  a  fad  that 
would  go  away." 

Now,  all  three  companies  are  coming 
on  like  gangbusters.  om's  strategy:  Run 
the  factory  around  the  clock.  For  ex- 

SALES  ARE  TRUCKIN' 


ample,  GM  will  add  a  third  crew  on  J 
1  at  the  Flint  (Mich.)  plant  that  bu 
full-size  vans.  On  Jan.  1,  1995,  the  I 
tiac  (Mich.)  East  plant  that  builds 
C/K  pickups  also  will  get  a  third  si 
These  and  other  steps  could  give  GM 
to  200,000  more  trucks  a  year. 

Ford  sees  relatively  low  truck  sale: 
one  reason  it  made  just  $392  per  veh 
last  year,  vs.  $1,546  for  truck-he; 
Chrysler.  Now,  Ford  is  trying  to  c 
with  the  problem  by  switching  some 
plants  to  truck  production  and  adc 
small  increments  of  capacity.  For 
stance,  it  spent  over  $900  million  to  < 
vert  a  former  car  factory  in  Oakv 
Ont.,  to  build  its  new  Windstar  ml 
van,  which  makes  its  debut  next  moi 
That  alone  will  add  at  least  300, 
trucks  to  Ford's  annual  capacity.  I 
tor  in  some  steps  to  add  truck  capac 
elsewhere,  and  "that's  going  to  mak 
big  difference"  in  Ford  profits,  promi  _ 
Ford  Treasurer  David  N.  McCammo 
JAPAN  GEARS  UP.  Among  Ford's  a< 
tional  truck-boosting  efforts:  It  sp 
over  $650  million  to  add  the  F-Sei 
pickup,  America's  top-selling  vehicle 
the  Kentucky  Truck  plant  in  Louisv 
that  previously  built  only  bigger  r 
And  it  added  a  new  paint  shop  and 
creased  the  line  speed  to  squeeze  m 
F-series  and  Broncos  from  its  Wa; 
(Mich.)  truck  plant  last  fall.  Ford  ; 
hiked  production  of  Mercury  Villag 
and  Nissan  Quests  20%  a  year, 
155,000,  at  a  plant  near  Cleveland. 

Chrysler  is  due  to  jack  up  truck 
pacity  soon,  too.  Its  two  mini  van  pla 
are  already  operating  on  three  shi 
Now,  the  plants  that  build  its  tori 
selling  full-size  Dodge  Ram  pickup  & 
Grand  Cherokee  are  maxed  out  on  t 
shifts  and  full  overtime.  Possible  sc| 
tions:  At  the  Detroit  plant  that  bui  f 
the  Grand  Cherokee,  Chrysler  is  mull 
everything  from  eliminating  downtime 
adding  new  machinery  and  starting 
third  shift.  A  Mexican  plant  will  be. 
building  some  Ram  pickups  in  June. 

The  big  worry  now:  that  Motown  1 
let  quality  slip  as  it  expands  prod 
tion.  Chrysler  has  already  recalled 
Ram  pickup  twice  and  the  Grand  Che 
kee  four  times.  Meanwhile,  Japanese 
vals  are  adding  more  trucks  to  th 
lineups.  Honda  Motor  Co.,  for  instan 
is  expected  to  introduce  a  new  mini\ 
this  fall  and  has  begun  slapping 
brand  on  Isuzu's  Rodeo  sport-utili 
in  Lafayette,  Ind.,  selling  it 
the  Honda  Passport.  Truck  si 
may  help  the  Big  Three  contii 
their  gains  against  Japan- 
only  if  they  avoid  past  mistak<j 
By  James  B.  Treece  and  Kathll 
Kerwin  in  Detroit 
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IE  CHARLES  HEATINGS 
F  INSURANCE 


to  100,000  medical  pros  lost  at  least  $20  million  to  the  Bramsons 


|  our  years  ago,  Southern  California 
I  physician  Jay  Weitzbuch  discovered 
that  his  malpractice  insurer  had 
rically  removed  his  wallet.  After 
tzbuch  was  hit  with  a  $250,000  mal- 
•tice  judgment,  his  insurer  refused  to 
ir  it— even  though  Weitzbuch  had 
ifully  paid  $100,000  in  premiums  over 
;n  years.  To  pay  up,  Weitzbuch  had 
emortgage  his  home  and  deplete  his 
'  college  funds.  "I'm  still  angry,  still 
3r,"  he  says.  "I  wake  up  in  the  mid- 
of  the  night,  and  my  wife  and  I  talk 
at  it  and  can't  get  back  to  sleep." 


now.  On  Feb.  15,  Norman  Bramson,  a  71- 
year-old  optometrist,  was  sentenced  to 
33  months  in  prison  after  pleading  guilty 
to  money-laundering.  He  joins  Leonard, 
an  attorney  jailed  after  a  plea  agree- 
ment on  money-laundering  charges  in 
1991.  Two  aides  are  slated  to  be  sen- 
tenced on  Feb.  24.  Martin,  a  lawyer  and 
pharmacist  who  investigators  say  was 
the  brains  of  the  operation,  remains  at 
large  after  escaping  house  arrest  in  1991. 

Leonard  Bramson's  attorney,  Jerome 
A.  Ballarotto,  says  the  family  never  set 
out  to  commit  fraud;  the  illegal  activity, 
he  says,  came  as  it  attempted  to  rein  in 


lence.  Government  agents  raiding  their 
offices  in  Columbia,  Md.,  in  1991  found  a 
marked-up  copy  of  a  study  by  a  Ralph 
Nader  group  that  identified  nearly  7,000 
doctors  who  had  been  disciplined  by 
medical  boards— and  presumably  had 
trouble  getting  coverage  from  estab- 
lished insurers.  To  peddle  individual  pol- 
icies, the  Bramsons  used  mailing  lists 
from  professional  groups  and  ran  ads  in 
trade  journals,  the  FBI  says. 
MAZE.  Nothing  was  quite  so  brazen, 
though,  as  the  Bramsons'  tactics  for 
avoiding  big  claims.  Unbeknownst  to 
doctors,  the  Bramsons  sometimes  asked 
a  court  in  the  Caribbean  island  of  Saint 
Vincent,  where  some  of  their  companies 
were  domiciled,  for  an  order  declaring  a 
policy  void  after  a  claim  was  filed.  When 
physicians  didn't  contest  the  request, 
judges  would  issue  the  order. 

Even  when  state  regulators  grew  sus- 
picious, investigators  often  got  lost  in  a 


TARGET  MARKETING 

he  Bramsons  bought  mailing  lists 
i  such  high-risk  specialties  as 
>odiatry  and  gynecology.  They 
ilso  sold  group  policies  to 
issociGtions  representing  nurses 
ind  hearing-aid  installers. 


ANATOMY  OF  A  SCAM  S±SS3" 


FEW  PAYOUTS 

The  Bramsons  rarely  paid  claims  from 
doctors  who  were  hit  with  court  judgments 
for  malpractice,  invoking  instead  loopholes 
in  the  coverage.  They  even  named  their 
30-foot  yacht  the  "Escape  Clause." 

> 


Veitzbuch  is  one  of  perhaps  100,000 
tors  and  nurses  nationwide  who  were 
ed  into  what  the  Federal  Bureau  of 
estigation  says  may  be  the  largest 
irance  scam  ever  to  hit  the  medical 
fession.  All  of  the  health-care  pro- 
donals  were  conned  by  a  shadowy 
work  of  offshore  insurers  controlled 
members  of  a  single  Maryland  family. 
kindest  CUT.  Operating  under  such 
aes  as  International  Bahamian  Insur- 
:e  and  Trans-Pacific,  the  FBI  says, 
*man  Bramson  and  sons  Leonard  and 
rtin  collected  at  least  $20  million  in 
■miums— and  possibly  many  times 
ft.  Maryland  officials  figure  they 
ked  away  from  at  least  $66  million  in 
irt  awards  against  policyholders, 
ny  doctors  have  declared  bankruptcy 
Jie  face  of  huge  awards  that  weren't 
ered,  leaving  patients  shortchanged. 
The  Bramsons  are  out  of  business 


NO  OVERSIGHT 

The  Bramsons  stayed  ahead  of 
regulators  by  constantly  shifting  their 
business  among  as  many  as  53  different 
companies— often  using  aliases — in  such 
island  states  as  Micronesia  and  Anguilla. 
They  hid  their  location  behind  a  maze  of 
mail  drops  and  phone  numbers  around 
the  country,  with  all  mail  and  messages 
forwarded  to  a  Columbia  (Md.)  office. 


a  business  wildly  out  of  control.  But  the 
FBI  sees  the  Bramsons'  scam  as  part  of  a 
disturbing  rise  in  insurance  fraud.  Much 
of  the  illicit  activity  is  in  such  risky  seg- 
ments of  the  insurance  market  as 
amusement  parks  and  asbestos  removal, 
where  established  carriers  have  pulled 
out  or  jacked  up  rates.  Most  vulnerable 
are  those  who  have  to  be  insured  to 
conduct  business:  Doctors,  for  instance, 
must  have  malpractice  insurance  to  ad- 
mit patients  at  most  hospitals.  These 
high-risk  segments  "are  going  to  be  one 
of  the  big  problem  areas  for  fraud  over 
the  next  10  years,"  predicts  James  H. 
Vaules,  an  FBI  supervisory  special  agent 
who  helped  bust  the  ring. 

According  to  investigators,  the  Bram- 
sons were  to  insurance  what  Charles 
Keating  was  to  banking.  Above  all  else, 
they  were  niche  marketers  par  excel- 


maze  of  mail  drops  and  phone  numbers 
that  forwarded  calls  to  offices  in  other 
states.  When  regulators  cracked  down 
on  one  company,  the  family  simply  shift- 
ed assets  to  another  of  the  53  offshore 
companies  they  created,  often  using  ali- 
ases for  owners  and  officers. 

The  Bramson  case  illustrates  the  trou- 
ble that  underfunded  state  insurance 
regulators  have  in  coping  with  increas- 
ingly complex  fraud  schemes.  The  Bram- 
sons were  able  to  operate  for  a  decade 
after  the  first  state,  Illinois,  challenged 
them.  "The  state  system  doesn't  work," 
says  Arnold  Kalman,  a  lawyer  for  an 
insurer  called  Trans  Pacific.  He  helped 
the  government  crack  the  ring  to  pro- 
tect his  client's  reputation.  Con  artists, 
he  says,  "are  free  to  act  with  impunity." 

A  big  break  in  the  case  came  when 
Maryland  officials  received  a  tip  that 
the  Bramson  family  was  part  of  a  group 
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that  bowled  together.  Agents  scoured 
howling  alleys  around  Columbia  until 
they  found  a  score  sheet  for  a  league 
with  the  names  of  many  of  the  corporate 
officers— and  even  some  of  the  aliases. 
The  Bramsons'  scam  ended  in  1991  after 
FBI  agents  ran  a  sting  posing  as  repre- 
sentatives of  a  group  of  physical  thera- 
pists looking  to  buy  a  group  policy. 
When  the  agents  said  they  wanted  to 


cut  a  deal  that  would  benefit  them  at 
the  expense  of  the  group's  other  mem- 
bers, the  Bramsons  apparently  thought 
they  had  found  kindred  souls— and 
spilled  the  beans  on  how  they  operated. 

Although  the  ring  has  been  broken, 
the  chances  that  victims  will  recover 
significant  damages  are  slim:  Investiga- 
tors believe  that  Norman  and  Martin 
cleaned  out  their  Swiss  bank  accounts.  A 


government-appointed  receiver,  Ja 
A.  Gordon,  has  found  365  bank  acco 
belonging  to  the  Bramsons,  but  he 
recovered  only  $6  million— enougl 
cover  just  a  fraction  of  the  1,200 
standing  claims.  So,  like  Weitzbuc 
lot  of  doctors— and  some  of  their 
tients— won't  be  sleeping  well  for  ye 
By  Dean  Faust  in  Baltimore,  with 
win  Black  in  Ruckville,  Md. 


COMPUTERS  I 


A  COMPUTER  MAKER'S 
POWER  MOVE 


With  a  speedy  new  chip,  PowerHouse  Systems  wants  to  challenge  Intel 


Steve  Jobs's  NeXT  Computer  Inc. 
dropped  out  of  the  brutally  com- 
petitive computer-making  business 
a  year  ago  to  concentrate  on  the  higher- 
margin  software  market.  But  a  handful 
of  former  NeXT  employees  apparently 
didn't  get  the  message. 

On  Mar.  1,  PowerHouse 
Systems  Inc.— founded  by  a 
group  of  former  NeXT  hard- 
ware designers  with  Sll  mil- 
lion in  seed  money  from  NeXT 
partner  Canon  Inc.— will  an- 
nounce plans  to  provide  com- 
puter makers  with  everything 
from  blueprints  to  entire  sys- 
tems based  on  the  PowerPC 
microprocessor.  That's  the 
speedy  silicon  brain  created  by 
IBM,  Apple,  and  Motorola. 

Using  PowerHouse's  de- 
signs, computer  makers  will  be 
able  to  build  PowerPC  ma- 
chines quickly.  The  ultimate 
result  may  be  a  PowerPC  clone 
market  that  will  eat  into  Intel 
Corp.'s  near-monopoly  on  the 
microprocessors  used  by  the 
$43  billion  PC  industry. 
BIG  GUNS.  Already,  Power- 
House—started  by  Jon  Rubin- 
stein, formerly  NeXT's  chief 
designer  of  hardware— has 
snagged  a  big  ally  in  Japan's 
Canon.  Canon  will  build  and 
sell  PowerHouse-designed 
desktop  machines.  It  also  is 
providing  management  muscle: 
Hideyo  Kondo,  a  Canon  director,  is  ceo 
of  the  startup.  Rubinstein,  chief  oper- 
ating officer,  hopes  to  sign  up  three  or 
four  more  customers  by  early  1995, 
when  he  expects  to  unveil  his  machines. 
"We're  just  trying  to  push  a  lot  of  large 
companies  who  can  pull  this  off,"  he 
says. 


The  PowerPC  chip  already  is  gaining 
momentum.  On  Feb.  22,  Canon  signed  a 
separate  deal  with  IBM  to  use  the  chip  in 
computer  and  office  products.  Canon  is 
also  teaming  with  Big  Blue  to  develop 
PowerPC-based  subnotebook-size  PCs  and 
personal  digital  assistants.  "Canon's  ex- 


CEO  Kondo  and  COO  Rubinstein: 
The  PowerPC  chip  offers  as  much  as 
double  the  power  of  Intel's  Pentium 


perience  in  the  consumer  end  of  the 
market  is  going  to  help  us  out  dramati- 
cally," says  Richard  A.  Cuarino,  general 
manager  for  IBM's  Power  Personal  Sys- 
tems unit.  On  Mar.  14,  the  PowerPC  will 
get  another  boost:  Apple  Computer  Inc. 
will  introduce  new  Macintosh  comput- 
ers that  use  the  chip  (page  88). 


Rubinstein  and  his  50  emplo 
know  the  PowerPC  intimately.  At  N 
they  had  completed  a  PowerPC  mac 
before  Jobs  pulled  the  plug  on  the 
ness.  Now,  the  company  hopes  t< 
among  the  first  to  capitalize  on 
chip's  key  advantages.  Because  it  u; 
more  efficient  technology  called  red 
instruction-set  computing  (RISC), 
PowerPC  chip  offers  as  much  as  do 
the  power  of  Intel's  new  Pentium  ch 
the  same  price,  analysts  say.  Tha 
lows  functions  such  as  graphics  or  v 
compression  to  be  included  in  the  1 
machine. 

Rubinstein  expects  to  set  his  com 
apart  by  specializing  in  machines 
can  use  more  than  one  Po 
PC  chip  at  a  time.  He  cl 
PowerHouse's  first  mach 
at  $3,000  to  $6,000,  will 
even  faster  than  today's  ( 
neering  workstations.  Car 
expertise  in  printers,  cam( 
and  copiers  may  provid 
other  edge:  Rubinstein 
to  imbed  these  imaging 
nologies  into  his  hardwart 
Even  with  help  from 
friends,  PowerHouse  faces 
able   challenges.  For 
there's  no  guarantee  that  I 
er  computer  makers  will  J 
PowerHouse's  designs,  vM 
will  adhere  to  specificatl 
set  by  IBM,  Motorola,  and  I 
on,  among  others.  Anda 
PowerPC   is   no  shoo-inlj 
doesn't  yet  work  with  1 
dows,  the  Microsoft  Corpl 
erating  software  that  ki 
thousands  of  PC  progrlj 
Software  to  do  that  will  hi 
to  trickle  out  only  duringH 
second  half  of  1994. 

As  a  result,  PowerHoip 
fate  rests  largely  on  forces* 
of  its  control.  Even  its  nfc 


ker  is  in  doubt:  Rubinstein  recentlyli 
covered  that  another  company  alr« 
uses  it.  Still,  if  PowerHouse  can  pull 
even  a  few  of  its  plans,  it  surely  y> 
make  a  name  for  itself. 

By  Robert  D.  Hof  in  Menlo  Park,  (fo 
with  Neil  Gross  in  Tokyo  and  Ira  Sagw{ 
New  York 
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Before  our  designers 

CREATE  A  CAR  THEY  TALK  TO 

OUTSIDE  EXPERTS. 


BIU  M  I  III'--  II  ii.l  II  II  K  \\  I  i  K  s-ftl  I  IM  S 


F    o  k  i>      •       F   (i  «  ii  Trucks 


SEVERAL  limes  a  year  we 
invite  people  to  come  and 
brainstorm   with   Ford  Motor 


Compan)  designers  on  J  engi- 
neers. We  talk  about  ears, 
s  a  r  e  .  Hat  oft  e  n  u  e  t  a  1  k 
about  NON-CAR  THINGS: 
e  o  m  p  u  t  e  r  s  ,  a  p  p  I  i  a  n  e  e  s  , 
m  u  s  ic ,  t  h  e  e  ni  iro  n  m  e  n  t  , 
lJ  uali  t  i  ;  n  i  e  r  \  g  e  n  e  r  a  I 
t  e  r  m  s .  We  k  n  o  n  that  t  o 
design  nin  and  t  rinks  with 
relevance  and  appeal,  you 
have  10  LISTEh  to  vour  cus- 
tomers. It  's  pan  oj  the  learning 
process  that  leads  us  to  quality. 

Lincoln      •      Mercury  • 


Q_U  A  L  I  T  Y     IS     JOB  1 


s 


TECHNOLOGY  I 


THIS  RECEPTION 

IS  GREAT,  BUT . . . 


The  U.  S.  edge  in  HDTV  doesn't 
guarantee  it  a  windfall 


Americans  are  hepped  up  about 
high-definition  TV.  Zenith  Elec- 
tronics Corp.'s  stock  jumped  25% 
in  the  week  after  Feb.  16,  when  its 
transmission  scheme  was  recommended 
as  the  new  standard  for  HDTV.  On  Feb. 
23,  U.  S.  newspapers  blared  news  that 
Japan's  rival  standard  was  faltering. 
Pundits  cite  HDTV  as  evidence  that  U.  S. 
technology  is  staging  a  comeback. 

But  Americans  are  far  from  achieving 
a  rout  in  the  HDTV  wars.  To  be  sure,  the 
technology,  when  it  arrives  in  about 
three  years,  will  offer  crystal-clear  pic- 
tures and  sound.  And  the  U.S.  is  the 
only  country  nearing  completion  of  a 
system  that  sends  signals  in  digital  code 
for  error-free  manipulation  and  trans- 
mission. Europeans,  in  a  nod  to  the  U.  S. 
lead,  dropped  work  on  an  analog  HDTV 
system  last  year.  On  Feb.  22,  a  senior 


Japanese  official  said  the  government 
was  considering  abandoning  its  analog 
system.  That  rattled  buyers,  though  he 
moderated  his  comments  the  next  day. 
tough  sell.  Setbacks  abroad,  though, 
don't  add  up  to  American  dominance. 
The  cable  TV  industry  doesn't  support 
the  selection  of  Zenith's  scheme,  threat- 
ening a  split  in  the  standard.  Besides, 
many  of  the  profits  from  HDTV  will  go  to 
foreign  companies  that  build  gear  to  the 
U.  S.  standard— among  them,  Sony,  Phil- 
ips, and  Thomson,  whose  brands  include 
GE  and  RCA.  Japanese  companies  lead 
Americans  in  such  critical  parts  as  im- 


age-sensing chips  for  cameras 
tubes  for  sets.  Says  Judson  Ro 
bush,  a  New  York  producer 
multimedia  software  who  ser\ 
on  a  Federal  Communicatic 
Commission  advisory  panel 
HDTV:  "Americans  should  face 
to  the  fact  that  the  Japanese  h 
them  licked  in  many  areas." 

American  HDTV,  moreover 
likely  to  be  a  tough  sell.  The  fi 
sets  will  cost  several  thousa 
dollars.  And  if  their  screens  arc 
big,  the  improvement  over  tod£ 
better  sets  will  scarcely  be 
ticeable.  Also,  backers  have 
spread  the  message  about  HDT 
advantages,  such  as  the  way  it  ass« 
bles  digital  data  into  packets.  For 
stance,  some  packets  could  contain 
auto  ad,  with  others  holding  print  di 
on  the  car,  which  a  viewer  could  de 
into  with  a  click  of  the  remote  contn 
The  U.  S.  system  of  digital  HDTV  di 
have  promise.  But  sales  won't  amount 
much  until  the  turn  of  the  century,  i 
even  when  they  do,  U.  S.-based  manu: 
turers  aren't  likely  to  be  the  big  w 
ners.  Perhaps  the  corks  should  go  b 
in  the  champagne  bottles. 

By  Peter  Coy  in  New  York  and  h 
Gross  in  Tokyo 


SPORTS  BUSINESS  I 


A  TRIPLE  AXEL 
FOR  CBS  SPORTS 


A  smash  Olympics  and  coups  in 
college  football.  What's  the  NFL? 


The  gloom  is  suddenly  lifting  a  bit 
at  black  Rock,  the  New  York 
headquarters  of  ens  Inc.  That's  be- 
cause even  before  Tonya  and  Nancy  hit 
the  ice  on  Feb.  23,  chs's  broadcasts  of 
the  Winter  Olympics  were  clearly 
a  smash  hit.  Through  the  first  10 
days,  the  Lillehammer  Olympics 
averaged  a  Nielsen  rating  of  25— 
meaning  that  nearly  24  million 
homes  tuned  in  each  night.  That's 
way  above  the  18.6  rating  the  net- 
work had  promised  big  Olympics 
advertisers  such  as  Campbell  Soup, 
Chrysler,  and  Coca-Cola— to  say 
nothing  of  outpacing  the  18.7  rating 
cms  earned  at  the  '92  Albertville 
games  and  a  He's  19.3  for  Calgary 
in  '88. 

Surprise,  surprise.  Sports  are  far 
from  dead  at  the  Tiffany  network. 
In  January,  after  CBS  lost  its  treas- 
ured share  of  the  National  Foot- 


ball League  schedule  to  upstart  Fox 
Broadcasting  Co.,  the  CBS  Sports  Div. 
seemed  destined  to  shrink  in  every  way: 
personnel,  prestige,  and  revenue.  Now, 
things  are  looking  up— at  least  a  bit.  On 
top  of  its  Olympics  triumph,  CBS  Sports 
President  Neal  H.  Pilson  announced  on 
Feb.  4  that  college  football  would  re- 
turn to  the  network  after  a  five-year 
absence.  For  a  combined  $150  million 
over  five  seasons  beginning  in  1996,  CBS 
landed  the  Southeastern  and  Big  East 
Conferences,  which  boast  such  promi- 
nent members  of  the  crumbling  College 
Football  Assn.  as  Alabama,  Florida 
State,  Miami,  and  Syracuse. 


SPEED  SKATER  BLAIR 
ADDED  GLITTER  TO 
THE  TELECASTS 


It's  all  part  of  a  new,  boost-the-t 
tom-line  attitude  at  CBS  Sports.  Dur 
the  go-go  1980s,  when  the  netw< 
ranked  third  in  the  ratings,  Chief  Ex 
utive  Laurence  A.  Tisch  paid  out 
lions  for  hot  sports  properties.  Lat< 
though,  such  tactics  threatened  to  c 
too  much:  Given  its  higher  overhe 
CBS  would  have  lost  $200  million  a  y 
on  the  contract  had  it  matched  Fc 
$1.6  billion  bid  for  the  National  Footl 
Conference,  analysts  figure. 

And  for  now,  the  Winter  Olymp 
high  ratings  are  giving  the  whole  r 
work  a  boost.  With  the  Tonya  Ha 
ing/Nancy  Kerrigan  saga  and  cro\ 
pleasing  performances  by  skat 
Bonnie  Blair  and  Dan  Jansen  dn 
ing  viewers,  CBS  beat  archrival  i 
by  3.8  rating  points  during 
games'  first  week.  And  CBS  u; 
the  Olympics  to  plug  its  other  t 
grams  with  a  vengeance. 

Still,  the  network  faces  ma 
challenges.  The  loss  of  the  NFL 
hurt.  And,  though  CBS  is  still  N 
in  the  overall  ratings,  its  lead 
slipping  and  it  lacks  hit  sho 
With  luck,  though,  the  netw< 
may  soon  manage  something 
sports  programming  that  it  coul< 
while  airing  pro  football:  a  prof 
By  Keith  Dunnavant  in  Atlai 
and  Ronald  Grover  in  Los  Ange\ 
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486SL  fire.  Blazing 
cool  price.  The  Thi 
The  IraekPouR 
Press  harder,  go  fast 
mouse.  A  true  exten 


•  tit 


Commentary/by  David  Greising 


KNOCKING  THE  COMMISH  OUT  OF  THE  PARK 


Ah,  spring  training.  Time  for  the 
smell  of  pine  tar  and  the  crack 
of  the  bat.  But  there's  some- 
thing missing  this  year:  the  knocking 
of  heads  in  baseball's  executive  suites. 

No  players'  strike  is  imminent.  A 
television  joint  venture,  signed  with 
ABC  and  NBC  last  autumn,  looks  to  be 
more  lucrative  than  the  dire  predic- 
tions of  a  year  ago.  Attendance  soared 
25%  in  1993,  with-  half  the  gain  coming 
from  two  successful  expansion  fran- 
chises. And  an  overhaul  of  the  game's 
divisions  and  playoff 
structure  has  met  only 
muted  resistance.  Base- 
ball's big-market  owners 
have  even  agreed  to 
share  the  loot  with  their 
small-market  brethren  if 
players  agree  to  a  salary 
cap.  Heck,  even  retired 
basketball  icon  Michael 
Jordan  wants  to  get  in 
on  the  game,  as  a  Chica- 
go White  Sox  spring- 
training  prospect. 

Flash  back  18  months. 
When  baseball's  owners 
walked  out  of  a  Rose- 
mont  (111.)  hotel  meeting 
room  with  the  head  of 
Commissioner  Fay  Vin- 
cent on  a  platter,  it 
seemed  one  of  the  darker 
moments  in  the  sport's 
storied  history.  The  na- 
tional pastime  had  been 
hijacked  by  26  spoiled 
aristocrats.  The  starched 
suits  did  not  want  to 
share  their  balls,  bats, 
and  power  with  anyone  who  was  not  a 
member.  Surely  chaos  would  result. 
HOUSE  PET?  Quite  obviously,  the  worst 
fears  were  wrong.  Faced  with  a  crisis 
of  their  own  making— running  baseball 
without  the  unifying  and  popular  of- 
fices of  a  commissioner— the  owners 
have  done  surprisingly  well.  So  well 
that  on  Feb.  11  they  announced  that 
the  new  commissioner,  if  one  is  ever 
found,  will  be  nothing  more  than  a 
trained  house  pet. 

Those  weren't  the  exact  words.  The 
announcement,  in  fact,  stated  that  the 
evisceration  "enhances  the  commis- 
sioner's authority."  That's  surely  addi- 
tion by  subtraction.  Employing  artful- 


ly lawyered  cross-referencing  and 
yes/butting,  the  owners  handed  over 
vast  swaths  of  clerical  and  administra- 
tive power  but  held  on  to  every  bit 
of  policymaking  clout.  The  commission- 
er is  now  fully  in  charge  of  labor  nego- 
tiations. Unless  the  commish  wants  to 
cancel  a  lockout  or  intervene  in  a 
strike  in  ways  that  got  Vincent  and 
Bowie  Kuhn  ousted.  The  executive  is 
"empowered"  to  act  in  the  best  interest 
of  the  game— unless  that  means  re- 
aligning the  divisions,  stopping  clubs 


Michael  Jordan  has  a  better  chance  of  hitting  .300 
in  the  big  leagues  than  a  future  commissioner  has 
of  exercising  real  power  over  the  game 


from  broadcasting  their  games  on 
superstations,  or  taking  other  actions 
that  might  rile  the  sport's  chieftains. 

The  owners  are  fighting  the  good 
im:  fight.  "The  commissioner  of  baseball 
is  now  the  most  powerful  man  in 
America,"  says  Acting  Commissioner 
Allan  H.  "Bud"  Selig,  owner  of  the  Mil- 
waukee Brewers.  "We've  cleared  up 
the  ambiguity  that  has  driven  people 
crazy  before." 

Under  the  old  construct,  baseball's 
commissioner  was  assumed  to  be  a 
demigod  who  could  protect  the  inter- 
ests of  the  game,  the  public,  and  the 
owners— though  only  the  last  group 
wrote  his  paycheck.  "It  was  a  subter- 


fuge," says  Andrew  Zimbalist,  auth 
of  Baseball  and  Billions.  And  it  was 
lot  to  ask  of  one  person.  Even  so, 
commissioner  with  conflict-ridden,  ai 
biguous  power  served  the  sport  b< 
ter  than  will  a  clerk  with  no  pow 
at  all. 

hard  line.  Baseball  needs  a  comm 
sioner  with  broad  powers,  not  just  t 
authority  to  police  morals  charges, 
the  job  description  now  implies.  Ow 
ers  will  learn  that  once  labor  talks  I 
gin  in  earnest.  Bereft  of  a  meddlii 
commissioner,  the  boss 
plan  to  take  a  rock-ha 
line.  They  want  a  sala 
cap,  and  to  get  one  w 
take  a  strike— which  t 
players  will  happily  pi 
vide,  probably  around  t 
playoffs.  With  no  comm 
sioner  to  mediate,  wat 
for  Congress  to  take 
tion,  scrapping  basebal 
special  antitrust  stat 
and  opening  the  sport 
lawsuits  on  issues  such 
labor,  expansion,  ai 
franchise  movement,  WTi 
a  mess. 

For  the  time  bein 
owners  are  busy  tryii 
to  fill  the  commissionei 
job.  They  want  a  persi 
of  stature,  yet  willing 
be  a  lackey.  It  hasi 
been  easy.  Former  St 
retary  of  State  James  . 
Baker  III  was  mention 
early  on,  but  he  wasi 
interested.  Most  recer 
ly,  former  Labor  Seer 
tary  Lynn  Martin  and  Northweste 
University  President  Arnold  R.  Web 
were  contacted,  to  no  avail. 

Baseball's  brass  aren't  expected 
finish  their  search  until  after  lab 
talks  are  sealed,  and  Selig  has  agre< 
to  stay  on.  Will  the  delay  make  mu 
difference?  Hardly.  It  used  to  be  th 
the  commissioner  had  the  right 
throw  out  the  first  ball  on  openii 
day.  The  owners  have  expanded  th 
power,  too:  In  addition  to  tossing  t 
ball,  the  new  commissioner  will  al 
be  empowered  to  go  fetch. 

Greising  follows  the  horsehide  frc 
Atlanta, 
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Templeton  Developing  Markets  Trust 


North 
Atlantic  Ocean 


Mexico 


Thailand 


lay  s  la 


Indian  Ocean 


South 


"Search  worldwide  and  you  will  find 
more  bargains  than  in  any  single  nation. 


Average  Annual 
Total  Returns? 


Developing  nations  offer  investment  potential. 

Templeton  believes  that  potentially  rewarding  investment  opportu- 
nities exist  in  the  emerging  capital  markets  of  countries  such  as 
Malaysia,  Mexico  and  Thailand,  to  name  a  few. 

As  the  international  trend  toward  more  Western- 
style,  free-market  economies  continues,  such  coun- 
tries may  experience  high  rates  of  economic 
growth.  Templeton  Developing  Markets  Trust 
seeks  to  take  advantage  of  these  significant,  chang- 
ing economies. 

This  fund  is  designed  for  investors  seeking  long- 
term  capital  appreciation  and  who  are  willing  to 
accept  the  special  risks  of  investing  in  developing  markets. 
Templeton,  a  pioneer  in  emerging  markets  investing,  currently 
manages  over  $3.5  billion  in  this  sector. 

Call  your  investment  representative  or  Templeton  today. 


f Returns  for  the  period  ended  12/31/93  include  the  maximum  5.  75%  initial  sales  charge  and 
assume  reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Investment  return  and 
principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  Past  performance  cannot  guarantee  future  results,  fflnvesting  in  developing 
markets  around  the  world  involves  special  risk  considerations,  which  may  include  risks  related  to 
market  and  currency  volatility,  adverse  social  and  political  developments,  and  the  relatively  small 
size  and  lesser  liquidity  of  these  markets.  Franklin /Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  T39I 

 1 

Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

ttej./l  would  like  a  free  prospectus 
containing  more  complete  information  on 
the  Templeton  Developing  Markets 
Trust,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money. 


CTJ   /   am  currently 
shareholder. 

Name 


a  Templeton 


Addr 


City/State/Zip 


raytime  1  hone 


jfempleton 

^■WORLDWIDE 


A  Member  of  the  $10  9  Billion  Franklin/ 


Templeton  Group 
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COULD  IT  BE 

A  DIAMOND  RING? 


After  a  two-year  Justice 
Dept.  investigation,  a  fed- 
eral grand  jury  in  Columbus, 
Ohio,  indicted  General  Elec- 
tric, De  Beers  Centenary,  and 
two  of  the  companies'  employ- 
ees on  Feb.  17  for  allegedly 
fixing  the  price  of  industrial 
diamonds.  GE  Chairman  Jack 
Welch  learned  of  the  planned 
indictment  on  Feb.  14,  in  a 
meeting  with  Justice  antitrust 
chief  Anne  Bingaman.  Two 
days  later,  former  GE  execu- 
tive Edward  Russell— whose 
complaints  triggered  the  fed- 
eral probe— denied  having  any 
direct  knowledge  about  the  al- 
leged wrongdoing  in  a  settle- 
ment of  his  separate  civil  suit 


CLOSING  BELL 


MAR.  1.  '93 


MAR.  29 


APR.  26. '93 


EMERGENCY  SURGERY 
FOR  U.S.  SURGICAL 

A  few  weeks  ago,  Wall  Street 
analysts  were  talking  hopefully  of 
a  recovery  for  U.S.  Surgical.  No 
more.  The  maker  of  high-tech  med- 
ical instruments  says  it  needs  an 
infusion  of  equity  and  is  in  talks 
with  lenders  on  renegotiating  its 
debt.  Given  the  plunge  of  its  stock, 
a  public  offering  isn't  feasible. 
The  company's  fourth-quarter  sales 
slumped  to  about  $240  million 
from  $322  million  a  year  earlier, 
and  1994's  revenues  should  bare- 
ly beat  1 993's.  U.S.  Surgical  an- 
nounced a  $  1  25  million  restructur- 
ing in  October,  but  markets  for  its 
products  are  still  weak— and  com- 
petition from  Johnson  &  Johnson 
remains  stiff. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


charging  GE  with  wrongfully 
discharging  him. 

GE  contends  the  U.  S.  case 
is  based  on  circumstantial  ev- 
idence alleging  that  defen- 
dants Philippe  Liotier,  former 
chief  executive  of  Brussels' 
Diamant  Boart,  and  Peter 
Frenz,  a  GE  employee  in 
Frankfurt,  sent  each  other 
plans  for  price  increases  by 
De  Beers  and  GE,  respectively. 
While  De  Beers  owns  20%  of 
Diamant  Boart,  GE  claims  that 
Diamant  Boart  is  merely  a  GE 
customer  and  that  price  dis- 
cussions between  customers 
and  suppliers  are  legal.  The 
U.  S.  says  Liotier  was  acting 
on  behalf  of  De  Beers. 


EMPTY  CHAIRS 

IN  IBM'S  BOARDROOM 


Who's  left  on  IBM's 
board?  On  Feb.  22,  Big 
Blue  announced  that  three 
more  directors  would  leave 
the  company— most  notably, 
John  Opel,  69,  a  former  chair- 
man. Since  Louis  Gerstner 
took  over  as  CEO  last  April, 
eight  out  of  18  directors  have 
resigned.  Most  IBM  watchers 
expected  Gerstner  to  replace 
the  company's  passive  board 
with  more  active,  technology- 
savvy  names.  So  far,  though, 
only  one  replacement  has 
been  appointed:  Charles 
Knight,  chairman  and  CEO  of 
Emerson  Electric.  Analysts 
speculate  that  Gerstner  may 
approach  Eastman  Kodak  CEO 
George  Fisher  and  Jack 
Welch,  chairman  and  ceo  of 
GE.  At  Gerstner's  invitation, 
Welch  has  spoken  to  IBM's  top 
brass  about  his  management 
philosophy.  Or  maybe  Gerst- 
ner will  just  decide  to  save 
the  $55,000  annual  fee  each 
board  member  receives 


GOING  FOR 
THE  GOLD 


Let  the  real  games— the 
race  for  endorsements— be- 
gin. Nancy  Kerrigan  clearly 
is  the  Midas  of  the  1994  Win- 
ter Olympics.  Already  star- 
ring in  Campbell  Soup  and 


HEADLINER 


CYRUS  VANCE:  MACY'S  OWN  PEACEMAKER 


For  two  years,  R.  H.  Macy 
has  lingered  in  bankrupt- 
cy. It's  trying  to  ward  off  a 
takeover  from  Federated 
Department  Stores.  Most  re- 
cently, says  the  The  Wall 
Street  Journal,  Macy's 
has  urged  investors 
Fidelity  Invest 
ments  and  Gen- 
eral Electric 
Capital  to  pony 
up  more  capital. 

This  bank- 
ruptcy, it  seems, 
is  a  job  for  none 
other  than  Cyrus 
Vance,  appointed  by 
the  bankruptcy  judge  on  Feb. 
22  to  mediate  conflicting 
claims.  The  76-year-old  Vance, 
a  law  partner  at  Simpson 
Thacher  &  Bartlett,  has  seen 
battle  before:  As  Secretary  of 
State,  he  helped  bring  about 
the  1978  peace  accord  tetween 


Egypt  and  Israel.  Last 
mer  the  soft-spoken  neg( 
tor  tried  to  broker  a  p< 
among  the  warring  faction 
Bosnia.  "Cy  Vance  has  h 
lot  of  experience  solving  1 
lish  problems  oi 
much  larger  sj 
than  Macy's,"  i 
Robert  Millei 
attorney 
Macy's  b 
holders. 

The  plaj 
in  Macy's  dr 
had  a  muted  r 
tion  to  Vance's 
)rise  appointment 
Federated  spokesman  s 
"we  look  forward  to  par 
pating  in  the  process  with  J 
Vance."  Macy's  CEO  Mi 
Ullman  III  says  he  welcq 
the  mediator.  Vance,  tra 
ing  abroad,  could  not 
reached.         By  Laura  A 


Reebok  ads,  she's  now  a  hot 
property  at  Walt  Disney, 
which  on  Feb.  22  announced  a 
reported  $1  million  deal  that 
includes  a  skating  show,  a 
book  contract,  and  television 
movie  rights.  Oksana  Baiul,  the 
Ukrainian  figure  skater,  is  also 
said  to  have  received  offers 
from  Disney  and  Nike.  The 
only  other  big  winner  will  be 
speed  skater  Dan  Jansen, 
whose  comeback  story  is  made 
to  order  for  Madison  Avenue. 
Not  so  speedster  Bonnie  Blair: 
only  middling  drama,  say  mar- 
keters, in  her  Lillehammer  tri- 
umph. Tonya  Harding?  Forget 
about  endorsements.  A  book 
or  movie  deal  may  supplement 
the  $600,000  she  is  said  to 
have  received  from  TV's  In- 
side Edition. 


VANGUARD  IS 
ON  THE  MOVE 


Average  isn't  good 
enough— not  for  Van- 
guard Group's  John  Bogle.  By 
Mar.  31,  he'll  move  the  man- 
agement responsibility  for 


about  $184  million  of  N 
guai'd  fund  assets  away  f| 
its  longtime  partner,  Wei 
ton  Management.  Two  i 
pendent  managers  will 
up   the   chores.  Bogle 
nounced  on  Feb.  18.  Sull 
performances  drove 
change.  "We  were  diss 
fied,"  says  Bogle.  The 
guard/Morgan  Growth  F 
has  risen  just  12%  anm 
over  the  past  10  years,  w 
the  s&p  500-stock  index 
gained  14.9%  a  year.  The 
guard  Explorer  Fund 
just  7.6%. 


ET  CETERA... 


►  TV-shopping  in  Japan? 
and  Home  Shopping  Netv 
will  try  it  with  Sumitonu 

►  Volvo  and  Renault  are 
solving  their  alliance,  a 
shareholders  nixed  a  mer 

►  Honda  will  sell  its  20< 
Rover.  BMW  plans  to  buy 
of  the  British  carmaker. 

►  Austerity  hits  Figgie  Ii 
national:  It  stopped  its 
dend  and  got  a  loan  froml 
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anon's  visionary  technol- 
ogy puts  our  Laser  Class 
Series  of  Plain  Paper  Faxes  in 
a  class  by  itself.  First  off,  these 
faxes  are  fast  -  transmitting  a 
page  in  as  little  as  6  seconds* 
which  drives  down  phone 
charges.  Also,  most  interface 
with  your  desktop  computer 
so  you  save  steps,  save  time, 
and  increase  productivity. 

Best  of  all,  our  Laser  Class 
Series  takes  full  advantage  of 
our  exclusive  image  processing 
and  laser  printing  technology. 


So  now  you  can  use  ordinary 
paper  to  end  up  with  extraor- 
dinary faxes  each  and  every  time. 
No  wonder  Canon  is  the  leader 
in  Plain  Paper  Faxes. 

Canon's  system  solutions 
prove  once  again  that  our  most 
advanced  office  technology 
really  can  go  the  distance. 
When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANOK  and 
receive  a  free  Fax  Decision 
Maker's  Kit. 

User  Class  is  a  registered  trademark  of  Canon  Inc. 


.•#?S5  Official  Facsimile  of 
WorldCup  94 


LASER  CLASS. 


Canon 


THE  NEW  BONNEVILLE  SSE4 


Driver  &  Passenger  Airbags 


Anti-Lock  Brakes 


225-hp  Supercharged  V^jf 
Computer  Command  Adjustable  Ride 


Traction  Control11 


Theft-C 


You  could 

spend  thousands  more 
Hfrt  luxury  import.  But  why 


PONT1AC  CARES  with  a  3^3^36,000-^  new* 
plus-free  24-hoar  Roadside  Assistance  and  Court, 
anddealer  locations:  BonneviHe*  ®  Always  wea 
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fHY  LOBBYING  REFORM 
DULD  GET  LOBBIED  TO  DEATH 


I 


ouse  Speaker  Thomas  S.  Foley  (D-Wash.)  doesn't  usu- 
ally need  a  crowbar  to  pry  a  bill  he  favors  out  of 
committee.  But  that  may  be  the  only  way  he  can  de- 
F  on  his  goal  of  March  action  on  a  lobbying- reform  bill 
k  in  the  House  Judiciary  Committee, 
he  bill  was  once  regarded  as  a  top  priority  of  this 
gress.  But  Foley,  who  for  years  has  hectored  Congress 
it  the  need  for  lobbying  reform,  may  have  to  take  the  un- 
i!  step  of  circumventing  the  judiciary  panel  and  asking  the 
S3  Committee  to  send  the  measure  directly  to 
floor.  Such  difficulties  indicate  how  strong  a 
I  business-as-usual  has  on  the  capital— and 
hard  it  will  be  to  clean  up  the  even  more  in- 
table  campaign-finance  mess. 
bulls.  The  status-quo  crowd  is  getting  help 
i  an  unusual  quarter:  Nonprofit  organiza- 
3  resent  the  proposed  requirement  to  disclose 
■ontacts  with  the  executive  branch.  Reform 
sts  oppose  the  measure  because  they  think  it 
sn't  go  far  enough.  Meanwhile  the  Clinton 
ninistration,  though  backing  the  measure, 
stayed  on  the  sidelines.  It  fears  offending  the 
Bulls  of  the  House  who  control  the  fate  of 
th  reform  and  other  priorities, 
he  bill,  sponsored  by  Representatives  John 
ant  (D-Tex.)  and  George  W.  Gekas  (R-Pa.),  is 
e  to  one  that  passed  the  Senate  last  year.  It 
lires  all  congressional  and  executive  branch  lobbyists  to  re- 
I  who  pays  them  and  how  much.  Currently,  about  75%  of 
>yists  don't  have  to  register.  The  measure  closes  loop- 
's that  allow  some  foreign  agents  and  attorneys  to  avoid 
losure.  And  it  limits  the  gifts,  including  meals,  golf  outings, 
vacations,  that  special  interests  shower  on  lawmakers, 
ounds  like  something  only  a  fat  cat  would  oppose.  But 
'ities,  museums,  and  public-interest  groups— from  the  Arts 
itute  of  Chicago  to  Zero  Population  Growth— object  to  a  re- 
■ement  that  they  disclose  lobbying  of  federal  regulators. 


Raul  Yzaguirre,  chairman  of  Independent  Sector,  a  coalition  of 
nonprofits,  complains  that  the  cost  of  new  record-keeping 
would  cripple  his  members.  "The  remedy  is  worse  than  the 
disease,"  he  protests. 

"Good  government"  groups  also  complain  that  compromises 
in  the  bill  open  the  door  to  new  abuses.  One  example:  The  bill 
would  bar  lobbyists  from  buying  meals  for  lawmakers,  but  it 
would  allow  lobbyists  to  attend  meetings  with  them  if  a  third 
party  picks  up  the  tab.  "They  take  things  away,  and  then  they 
put  them  back,"  grouses  Common  Cause  Vice- 
President  Michael  Mawby. 

The  declining  popularity  of  Ross  Perot  and 
the  cooling  of  reformist  passions  have  also 
hurt  the  bill's  momentum.  "There's  no  public 
outcry  anymore,"  says  one  GOP  leadership 
aide.  "The  average  working  American  doesn't 
get  that  riled  up  over  whether  a  legislator 
went  out  to  lunch  with  a  lobbyist."  But  Perot- 
nistas  could  still  get  the  legislation  moving. 
Bryant's  proposal  is  "a  great  step  forward," 
says  Russ  Verney  of  United  We  Stand  Amer- 
ica. "The  1992  elections  were  supposed  to  be 
the  dawn  of  change,  but  it's  1994,  and  they're 
still  feeding  at  the  same  trough." 

It  will  take  a  lot  more  of  that  spirit  to 
push  through  the  lobbying  bill  and  move  on  to 
campaign-finance  reform.  "Let's  be  blunt.  A  lot 
of  members  want  to  play  golf  and  go  to  those  fancy  restau- 
rants," says  Charles  Lewis,  executive  director  of  the  Center  for 
Public  Integrity,  an  ethics  watchdog.  "They  feign  deep  sin- 
cerity on  the  issue,  but  they  don't  want  to  give  up  what 
they  have."  The  biggest  disappointment,  Lewis  says,  is  a 
White  House  that  is  afraid  to  ruffle  feathers.  "It  is  clearly 
marginal  to  Clinton,"  complains  Lewis.  The  President  may 
have  to  move  reform  back  toward  the  top  of  his  agenda  to  get 
a  tough  bill— and  at  this  point,  that's  unlikely. 

By  Richard  S.  Dunham 


•ITAL  WRAPUPI 


ST1CE 


•he  Clinton  Administration  is  cush- 
ioning the  blow  for  a  Justice  Dept. 
pointee  who  didn't  make  the  cut  in 
e  Senate.  Gerald  Torres'  nomination 
Assistant  Attorney  General  in 
arge  of  environmental  affairs  lan- 
ished  in  the  Senate  all  last  year, 
mservatives  objected  to  his  academ- 
writings  on  environmental  discrimi- 
tion  against  the  poor.  Rather  than 
/  again  this  year,  he  has  landed  a  job 
a  counselor  to  Attorney  General 
net  Reno,  handling  issues  of  envi- 
nmental  justice.  Reno  has  added  po- 
ical  clout  to  her  staff  by  taking  on 
rmer  White  House  lawyer  Ronald 


Klain  to  help  manage  the  controver- 
sial crime  bill  as  it  wends  its  way 
through  Congress. 

ELECTIONS  

Things  are  beginning  to  look  up  for 
Democratic  incumbents  as  the  par- 
ty fights  to  retain  control  of  the  Senate 
this  fall.  In  Virginia,  Charles  Robb  is 
the  apparent  beneficiary  of  a  withering 
attack  by  the  national  GOP  Establish- 
ment on  the  character  and  credibility 
of  his  likely  opponent,  Iran-contra  fig- 
ure Oliver  North.  The  state  conven- 
tion, dominated  by  followers  of  TV 
evangelist  Pat  Robertson,  will  pick  the 
nominee,  and  North  is  expected  to  pre- 
vail over  former  Reagan  Budget  Di- 


rector James  Miller.  Robb,  whose  job 
rating  is  below  50%,  leads  North  53% 
to  37%  in  a  Washington  Post  poll.  In 
Massachusetts,  meanwhile,  the  GOP 
thought  Edward  M.  Kennedy  might  be 
gettable  this  time.  But  he  leads  the 
Republicans  vying  to  run  against  him— 
Janet  Jeghelian,  Mitt  Romney,  John 
Lakian,  and  Gary  Todd— by  margins 
of  31  points  to  45  points  in  Boston 
Globe  trial  heats.  And  Republicans 
might  want  to  rethink  plans  to  recruit 
former  U.  S.  Trade  Representative  Bill 
Brock  to  challenge  Senator  Paul  Sar- 
banes  of  Maryland.  A  Mason-Dixon 
poll  gives  the  three-term  veteran  a 
43%  to  22%  lead.  The  Democrats  now 
have  a  56  to  44  majority  in  the  Senate. 


NGTON  OUTLOOK 
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nternational  Business 


JAPAN  I 


FIRESTORM  AROUND 
THE  FORTRESS 


Is  Japan's  Ministry  of  Finance  saving  or  strangling  the  economy? 


v 


isit  Japan's  Ministry  of  Finance 
on  a  typical  day,  and  you  would 
be  hard-pressed  to  see  it  as  the 
nation's  single  most  powerful  institution. 
Behind  its  hulking  brick  facade,  bureau- 
crats scurry  along  creaking  parquet  floors, 
darting  through  poorly  lit  corridors  to 
doors  marked  by  hand-painted  signs,  mof 
officials  take  a  perverse 
pride  in  their  shabby 
quarters,  regarding  them 
as  proof  that  the  most  im- 
portant ministry  in  Japan 
is  preserving  itself  as  a 
bastion  of  fiscal  discipline. 

But  increasingly,  they 
are  under  fire  from  critics 
at  home  and  abroad.  Jap- 
anese politicians  charge 
that  MOF's  opposition  to 
deficit  spending  is  putting 
the  faltering  economy  at 
risk.  Bankers  complain 
that  stifling  regulations 
threaten  to  turn  Tokyo 
into  a  financial  backwater. 
And  Washington  is  tar- 
geting MOF  as  a  major  op- 
ponent in  its  battle  to 
curb  Japan's  $180  billion 
global  trade  surplus. 
ammunition,  mof  argues 
that  relinquishing  control 
would  be  disastrous,  im- 
periling full  employment 
and  perhaps  causing  an- 
other stock  market  crash. 
But  such  intransigence 
poses  big  risks.  Continued 
trade  surpluses,  for  in- 
stance, could  push  up  the 
yen  and  delay  an  econom- 
ic recovery.  And  MOF's  ultracautious  con- 
trol o]  financial  markets  may  prolong 
Japan's  $400  billion  banking  crisis  and 
cut  needy  companies  off  from  the  flood  of 
equity  investment  washing  across  Asia. 

For  the  moment,  MOF  has  plenty  of 
ammunition  to  defend  itself.  Its  control  of 
government  spending  gives  it  the  upper 
hand  in  everything  from  trade  policy  to 
regulation  of  the  financial  markets.  In- 


deed, MOF  has  more  influence  than  ever. 
Its  rival,  the  Ministry  of  International 
Trade  &  Industry,  is  in  retreat  because 
the  export  giants  it  nurtured  have  out- 
grown its  patronage.  MOF  has  also  gained 
from  the  fall  of  the  Liberal  Democratic 
Party.  The  LDP  sometimes  could  moderate 
mof's  positions,  but  the  government  of 


usually  consult  before  making  all  ma 

appointments.  Instead,  he  is  creating 

dynasty  on  his  own.  "He  has  his  succ 

sors  all  lined  up  for  the  next  10  yeai 

says  one  MOF  insider. 

The  tabloids  also  grumble  about 

way  Saito  obstructed  Hosokawa's  ' 

billion  fiscal  stimulus  package 

month.  In  a  hard-won  deal,  mof  dropi 

demands  that  any  income  tax  cuts  [ 

paid  for  by  raising  consumption  taxi 

But  mof  imposed  a  one-year  limit  to  T 

$00  billion  tax  cut,  so  the  plan  may  i 

spur  much  growth. 

shadowy  network,  mof's  influence  a 

the  financial  markets  is  more  subtle 

just  as  pervasive.  It  can  cow  the  m 

ket's  players  with  no  more  than  a  poin1 

query.  Last  December,  for  example, 

the  Tokyo  stock  market  slumped,  MOF  .. 

ficials  called  major  brokers  and  asked 

a  rundown  on  big  sellers.  Word  of 
 : 


MOF'S  BUNKER:  CRITICS  SAY 
THE  MINISTRY  HAS  TOO  TIGHT  I 
GRIP  ON  GOVERNMENT  POLICY 


CONTROLLING  JAPAN'S  ECONOMY 


BUDGET 

Opposes 
increasing 
deficit  to  end 
recession 

Chokes  off 
innovation  and 
discourages  new 
listings 

Favors  insiders 
through  informal 
rulemaking  critics 

say  is  arbitray 

Hinders  banks 
from  dealing 
with  massive 
bad  debts 

TRADE 


Leads  opposition 
to  U.S.  demand 
for  numerical 
targets 


Prime  Minister  Morihiro  Hosokawa  lacks 
clout.  So  mof's  senior  bureaucrat.  Vice- 
Minister  Jiro  Saito,  seems  dead  set  on 
running  the  ministry  himself. 

A  curt  man  with  an  encyclopedic  grasp 
of  the  budget  system,  Saito  pops  up  con- 
stantly in  the  pages  of  Japanese  tabloids. 
They  are  astounded  that  Saito,  who  took 
office  last  June,  is  disregarding  the  net- 
work of  former  top  officials  that  mof  men 


request  got  around  quickly,  and  the  m 
ket  promptly  climbed  12%.  But  sor 
times,  MOF  skips  the  phone  call  and  j  • 
passes  the  word  unofficially  via  indus 
facilitators  known  as  "UOF-tan." 

These  folks— their  job  title  means  "M 
assignment"— are  banking-  and  securiti 
industry  employees  who  track  events 
side  the  ministry  full-time.  They  set 
as  conduits  for  regulators  to  quietly  p 
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ats  back  to  those  they  govern.  Be- 
c  this  shadowy  network  is  hard  for 
comers  to  crack,  it  is  tilted  against 
ign  financial  institutions.  Companies 
in  the  network  make  sure  their  mof- 
wander  by  the  offices  of  key  officials 
darly  to  seek  favors  and  sense  which 
the  regulatory  wind  is  blowing, 
^any  Japanese  politicians  argue  that 
ingrown  system  allows  MOF  to  make 
•y  by  enforcing  regulations  as  it  sees 
Jke  other  ministries,  MOF  has  three 
ical  appointees,  who  answer  to  the 
le  Minister.  But  their  function  is  main- 
scorative.  To  add  more  accountability 
le  bureaucracy,  Hosokawa's  most  pow- 
1  backer,  Ichiro  Ozawa  of  the  Japan 
swal  Party,  is  pushing  for  more  polit- 
appointments.  But  outsiders  wonder 
much  power  MOF  will  actually  cede. 
n  appointees  will  only  become  pals 
the  bureaucrats,"  says  Seiichi  Ohta,  a 
ler  MOF  vice-minister. 
Tiile  the  debate  over  political  control 
OF  drags  on,  Japan's  financial  markets 
inue  to  drift.  Despite  record-low  inter- 
rates,  MOF  has  kept  all  but  a  few 
<s  and  manufacturers  from  selling 
•es  to  help  lift  them  out  of  recession, 
fears  a  flood  of  initial  public  offerings 
d  swamp  the  Tokyo  stock  market. 
!ROSiS?  Some  industrialists  say  the 
stry  is  preventing  investors  from  tak- 
risks  on  entrepreneurs.  Eiji  Suzuki, 
ler  president  of  Mitsubishi  Kasei 
j.  and  chairman  of  a  recent  MOF  pan- 
in  financial  reform,  says  that  the 
de  of  venture  capital  is  putting  Japan 
isk  of  industrial  sclerosis.  "MOF  abso- 
ly  will  not  allow  such  a  spirit  of  ad- 
jure," he  fumes.  Finance  is  also  pre- 
ying banks  from  fully  addressing  their 
•debt  problem,  mof  has  allowed  few 
benefits  for  write-offs  and  has  kept 
|s  from  selling  debt  to  investors, 
ritics  say  MOF  fears  change.  New  fi- 
cial  products  created  by  Western 
ks  and  brokers  must  be  cleared  with 
one  at  a  time.  One  foreign  broker 
5  he  wasted  nine  months  last  year 
ng  to  get  MOF  to  approve  a  new  varie- 
if  bond  option.  "The  way  they  look  at 
.'m  trying  to  change  the  rules,"  he 
i.  MOF  forbids  options  on  individual 
[ties— a  mainstay  in  most  financial  cap- 
i.  Brokers  can't  make  interest-rate 
ps.  Commercial  banks  can't  issue 
ds.  Yet  Eisuke  Sakakibara,  deputy  di- 
.or-general  of  mof's  International  Fi- 
ee  Bureau,  says  deregulation  is  almost 
;plete.  "If  [people)  think  we're  against 
age,  that's  wrong,"  he  says, 
loled  up  in  their  headquarters,  MOF's 
saucrats  appeal-  oblivious  to  the  storm 
ing  outside.  But  given  the  risks  of  a 
ikening  economy  and  a  looming  trade 
\  their  hard-line  ways  are  looking 
•e  dangerous  by  the  day. 

By  Larry  Holyoke  in  Tokyo 


JAPAN  I 


CAN  A  STRONGMAN  MUSCLE  TOKYO 
INTO  A  TRADE  DEAL? 


To  bureaucrats'  horror,  Ichiro  Ozawa  is  pushing  "targets  to  strive  for" 


It's  a  stunning  power  play,  aimed  at 
achieving  a  trade  settlement  with 
the  U.  S.  by  the  end  of  March.  Polit- 
ical strongman  Ichiro  Ozawa  is  now 
proposing  to  do  what  the  Japanese  bu- 
reaucracy has  flatly  rejected:  accept 
some  form  of  targets  to  reduce  Japan's 
current-account  surplus  with  the  U.  S. 
At  a  briefing  on  Feb.  22,  Ozawa  said 
Japan  should  adopt  doryoku  mokuhyo, 
or  "targets  to  strive  for."  He  stressed, 
though,  that  Japan  shouldn't  accept  such 
targets  unless  Washington  forswears  lat- 
er redefining  the  goals  as  promises  and 
imposing  sanctions  if  they're  not  met. 

If  anyone  in  Japan 
can  pull  off  such  a 
trade  agreement,  it's 
Ozawa.  Architect  of 
the  coalition  govern- 
ment that's  headed  by 
Prime  Minister  Mori- 
hiro  Hosokawa,  Ozawa 
seemingly  is  gaining  in- 
fluence daily  over 
Hosokawa.  But  there's 
no  guarantee  Ozawa 
can  muscle  bureau- 
crats, executives,  and 
Hosokawa  into  a  deal. 
"He's  not  the  ultimate 
power  in  Japan  at  this 
moment,"  notes  one 
Japanese  official. 
"shocked."  Still,  some 
U.  S.  officials  are  tak- 
ing heart.  "It's  probably  an  important 
signal,"  says  one.  And  the  import  of 
Ozawa's  remarks  is  clear  in  the  way 
they've  sent  Japan's  hard-line  trade  bu- 
reaucrats reeling.  One  veteran  political 
insider  says  that  Ozawa's  approach,  if  it 
flies,  would  lie  "total  surrender"  to  U.  S. 
demands.  For  the  past  six  months  or 
so,  he  notes,  the'TJ.  S.  has  proposed  tar- 
gets in  return  for  assurances  of  "no 
promises,  no  sanctions."  That's  just  what 
Ozawa  now  seems  to  be  suggesting.  "We 
are  really  shocked." 

But  Ozawa  is  not 
without  allies  in  Ja- 
pan's business  com- 
munity. "Numerical 
targets  would  be  ac- 
ceptable as  long  as 
the  U.  S.  guarantees 
that  results  will  be 
judged  on  the  basis 
of  best  effort  rather 


than  on  actual  achievement,"  says  Hi- 
roshi  Tanaka,  executive  vice-president 
at  Canon  Inc.  At  Citizen  Watch  Co., 
President  Michio  Nakajima  says:  "We 
have  to  avoid  Japan's  becoming  isolated. 
Our  continuing  trade  imbalance  is  some- 
thing we  must  solve." 

Yet  many  top  executives  still  detest 
the  notion  of  targets,  especially  in  in- 
dustries Washington  is  shooting  at,  such 
as  autos  and  auto  parts.  And  Japan's 
bureaucrats  have  rejected  targeting 
more  vociferously  than  any  other  U.  S. 
demand  in  recent  memory.  But  Ozawa 


OZAWA  IS  GAINING 
POWER  DAILY 


One  senior  Tokyo  source 
says  Ozawa's  approach 
would  be  "total  surrender" 
to  U.S.  demands.  "We  are 
really  shocked" 


can  run  the  show: 
"Our  next  negotiations 
must  be  run  by  a 
politician  who  can 
clearly  say  yes  or  no. 
We  can't  leave  it  to 
the  various  ministries." 

While  Ozawa  tries  it 
his  way,  the  Japanese 
government  is  busy 
preparing  other  mea- 
sures it  hopes  will  help 
mollify  Washington. 
About  half  of  the  Cabi- 
net was  scheduled  to 
convene  on  Feb.  25  to 
consider  ways  to  cut 
Japan's  surplus  with 
the  U.  S.  Possible  mea- 
sures include  liberaliz- 
ing procurement  pro- 
cedures, more  aggressive  promotion  of 
imports  and  foreign  investment,  dereg- 
ulation, and  stricter  antimonopoly  polic- 
ing. Tokyo  is  also  considering  a  23%  ex- 
pansion of  public- works  spending  for  this 
decade,  to  $5  trillion,  to  stimulate  the 
economy  and  pull  in  imports. 

None  of  these  steps  is  likely  to  sway 
targets-happy  Washington,  however.  The 
irony  is  that  Ozawa,  who  has  made  his 
name  as  an  exponent  of  a  more  as- 
sertive, independent  Japan,  is  now 
proposing  to  accede  to  U.  S.  wishes.  The 
only  question  that 
the  U.  S.  should  ask 
is  whether  he  can 
persuade  the  gov- 
ernment to  follow 
his  lead. 

By  Robert  Neff 
i)i  Tokyo,  with  Doug- 
las Harbrecht  in 
Washington 
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EDITED  BY  STANLEY  REED 


HE  'CHANCELLOR  OF  UNITY' 
UP  AGAINST  A  NEW  WALL 


Bundestag  elections  were  held  now,  Chancellor  Helmut 
vohl  would  be  tossed  out  after  11  years  in  power.  Some 
•oils  show  his  Christian  Democratic  Union  (CDU)  trailing 
apposition  Social  Democratic  Party  (SPD)  badly,  and  much 
le  German  press  has  already  written  him  off. 
it  the  63-year-old  Kohl,  a  skilled  political  infighter,  is  far 
i  beaten.  In  a  feisty  90-minute  speech  at  the  CDU's  party 
ress  in  Hamburg  on  Feb.  21,  the  usually  stolid  Chancellor 
pably  energized  the  worried  party  regulars  on  hand, 
have  to  fight  whether  we've  got  the  wind  in  our  sails  or, 
ow,  we  are  sailing  into  a  head  wind,"  he  roared. 
•KING  KICK.  His  performance  was  strong 
igh  to  stifle  any  incipient  "dump  Kohl" 
ements  in  his  party.  But  changing  vot- 
minds  won't  be  as  easy.  The  German 
lomy  is  a  mess.  More  than  4  million 
nan  workers— 10.4%  of  the  work  force- 
unemployed.  Germany  has  slipped  into  a 
)le-dip  recession,  while  tax  hikes  and 
are  cuts  are  in  the  offing, 
oters  seem  to  have  forgotten  Kohl's 
tal  role  in  bringing  about  German  unity 
990,  focusing  instead  on  economic  is- 
|  The  independent  FORSA  polling  insti- 
says  Kohl's  CDU  currently  scores  with 
of  voters  vs.  44%  for  the  SPD. 
ey  Bundestag  elections  don't  take  place 
1  Oct.  16,  however.  So  Kohl  has  time 
ind  up  with  his  trademark  finishing  kick.  Still,  the  finale 
come  after  a  bruising  series  of  19  state,  municipal,  nation- 
nd  European  elections  that  could  badly  damage  the  CDU. 
ohl  succeeded  before,  say  the  FORSA  pollsters,  by  swaying 
ons  of  undecided  voters  in  a  final  spurt.  There  are  a  lot  of 
e-sitters  to  convince  this  time:  More  than  27%  of  voters 
still  undecided— the  majority  of  them  center-right  support- 
This  is  encouraging  for  Kohl  because  the  SPD  is  thought  to 
3  already  corralled  most  of  its  voters. 


VOCAL:  STEELWORKERS  IN  BONN 


In  Hamburg,  Kohl  kicked  off  the  campaign  by  blasting  the 
SPD  as  an  isolationist  party.  He  also  took  the  somewhat  risky 
tack  of  defining  unemployment  and  Germany's  international 
competitiveness  as  key  domestic  issues. 

SPD  leader  Rudolf  Scharping,  currently  Prime  Minister  of 
Kohl's  home  state  of  Rhineland-Palatinate,  figures  he  can  win 
with  the  same  pocketbook  issues.  But  Scharping  is  being 
hurt  by  the  behavior  of  his  trade-union  allies.  The  country's 
largest  union,  IG  Metall,  has  aggravated  the  German  public  by 
threatening  to  strike  to  enforce  its  demands  for  a  6%  pay  hike 
and  a  shorter  workweek,  without  any  wage  reduction. 

Scharping  has  also  hurt  his  own  cause 
by  pushing  a  plan  for  a  10%  income-tax  sur- 
charge that  makes  Kohl's  unpopular  planned 
7.5%  add-on  for  1995  look  small  by  compari- 
son. Scharping's  measure  would  boost  top 
personal-tax  rates  to  over  58%  from  the 
present  53%.  The  SPD,  in  fact,  should  be- 
ware the  example  of  Britain's  Labor  Party, 
which  lost  a  big  lead  in  last  year's  elections 
because  of  fear  of  higher  taxes. 

Still,  Kohl  has  a  dangerous  obstacle  course 
to  negotiate  before  the  big  elections.  In  the 
Mar.  13  Lower  Saxony  state  election,  17 
parties  are  fielding  candidates,  creating  the 
potential  for  all  sorts  of  mishaps  for  the  big 
parties.  Kohl's  lowest  ebb  will  probably  be 
at  the  June  12  European  Parliament  elec- 
tions—usually a  huge  protest  vote  against  incumbents— at 
which  far-right  parties  such  as  the  xenophobic  Republikaners 
are  likely  to  make  their  strongest  showing. 

If  the  cdu's  performance  is  abysmal  in  these  warm-ups, 
there  is  a  risk  that  Kohl  will  be  too  severely  hurt  to  recover. 
And  just  as  British  voters  summarily  dumped  Churchill  in  1945 
despite  his  leadership  in  World  War  II,  Germans  might  send 
the  "Chancellor  of  Unity"  into  early  retirement. 

By  John  Templeman  in  Bonn 
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ECTRIC  MERCEDES 


•he  low-cost  Swatch  revolutionized 
the  wristwatch  industry  in  the 
30s.  Can  the  supermini  Swatchmo- 
e  city  car  do  the  same  for  automo- 
es  this  decade?  Germany's  Mercedes- 
nz  thinks  it  can.  On  Feb.  22,  the 
•maker  signed  a  deal  to  develop  such 
vehicle  with  Nicolas  G.  Hayek,  the 
ullient  chairman  of  Switzerland's 
H,  maker  of  Swatch. 
This  will  be  Hayek's  second  try  at 
•rking  with  a  major  carmaker.  Loss- 
Iden  Volkswagen  pulled  out  of  a  sim- 
r  project  a  year  ago.  Hayek's  proto- 
pes  have  featured  gasoline,  electric, 
d  mixed  engines. 


The  new  venture  is  entering  a 
crowded-  and  risky— field  that  includes 
all  the  major  carmakers.  Development 
of  electric  vehicles  is  being  stimulated 
by  expectations  that  California  regu- 
lations going  into  effect  in  1998  will 
boost  the  market.  Mercedes  is  already 
working  on  a  small  car,  the  Vision, 
that  will  be  available  in  electric  as  well 
as  gasoline-powered  versions.  General 
Motors  is  about  to  start  customer  tests 
of  a  zippy  two-seater  electric  runabout, 
the  Impact.  In  the  U.  S.,  venture  capi- 
talist and  Compaq  Computer  Chairman 
Benjamin  M.  Rosen  and  former  GM 
Chairman  Robert  C.  Stempel  are  inter- 
ested in  setting  up  companies  to  devel- 
op electric  vehicles. 


QUEBEC  AGAIN? 


Another  divisive  showdown  on  inde- 
pendence for  Quebec  seems  to  be 
in  the  cards.  The  latest  signal:  On  Feb. 
21,  the  separatist  Parti  Quebecois  won 
a  provincial  seat  that  had  belonged  to 
the  ruling  Liberal  Party  since  1956— the 
fifth  straight  by-election  victory  for 
the  PQ.  The  odds  now  are  that  the  PQ 
will  win  provincial  elections  that  must 
be  held  by  November.  PQ  leader 
Jacques  Parizeau  vows  that  if  he  gains 
control  of  Quebec,  he  will  call  a  refe- 
rendum on  independence  within  "eight 
to  10  months."  Quebec  rejected  inde- 
pendence in  1980,  but  separatist  sup- 
port has  grown  since  then. 
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TYCOONS  I 


MEXICO'S 
NO-FRILLS  MOGUL 


Carlos  Slim's  $3.2  billion  conglomerate  is  lean,  mean,  and  ready  to  face  an  onslaught  of  foreign  riva 


The  last  thing  Carlos  Slim  could  be 
callei  I  i.-  i'xl  ra\  aganl .  The  5  1-year- 
old  son  of  Lebanese  immigrants 
didn't  get  to  be  one  of  Mexico's  handful 
of  billionaires  by  throwing  money 
around.  But  this  was  going  to  extremes. 
Rather  than  keep  his  chauffeur  waiting 
on  overtime  one  recent  evening,  Slim 
sent  the  man  home  early.  Then,  at  10:30, 
when  he  knocked  off  work,  Slim  hopped 
into  the  driver's  seat  of  his  1989  Thun- 
derbird.  A  Cuban  cigar  in  one  hand  and 
a  cellular  phone  in  the  other.  Slim  gave 
an  interview  as  he  maneuvered  across 
town.  "I  can  do  a  lot  of  thinking  when  I 
drive,"  Slim  explains.  "And  thinking  is 
the  most  important  part  of  my  job." 

Some  job.  Hands-on,  no-frills  has  been 
Slim's  style  ever  since  he  started  amass- 
ing his  hydra-headed,  $3.2  billion  em- 


high,  Slim  had  his  eye  on  the  turn- 
around. While  Mexico's  wealthy  elite 
were  spiriting  their  money  out  of  the 
country,  he  quietly  assembled  a  collec- 
tion of  companies  at  bargain-basement 
prices.  He  then  whipped  them  into  effi- 
cient enterprises,  applying  spartan  rules 
to  bloated  managements  and  sloppy  pro- 
duction. He  named  the  group  "Car"  for 
Carlos  and  "So"  for  his  wife,  Sumaya 
Domit  Gemayal,  niece  of  Amin  Gemayal, 
a  former  President  of  Lebanon. 
POWERFUL  ALLIES.  Now,  after  five  years 
of  President  Carlos  Salinas  de  Gortari's 
tough  economic  medicine  and  a  new 
free- trade  deal  with  the  U.  S.,  Slim  is  in 
fighting  shape  for  the  onslaught  of  for- 
eign competition.  The  impending  arrival 
of  such  heavies  as  MCI,  Chase  Manhattan 
Lank,   and  U.  S.   auto-parts  makers 


financier  George  Soros  periodically  sm 
up  chunks  of  Grupo  Carso  stock,  wh: 
has  appreciated  tenfold  since  the  gro 
went  public  in  1990.  Soros  was  so  i 
pressed  with  Slim's  mutual-fund  perf 
mance— 32%  dollar  returns  annually 
the  last  12  years— that  he  invited  t 
head  of  Slim's  financial  group  to  sei 
on  his  Quantum  Fund  board. 

Although  Slim  took  his  first  ma, 
step  out  of  Mexico  by  bidding  with 
consortium  in  the  privatization  of  Per| 
national  telephone  system  in  late  Feb 
ary,  his  strategy  will  stay  focused 
Mexico.  Where  necessary,  he  will  ij 
his  alliances  with  Southwestern  B 
Soros,  Continental  Tire,  and  others 
get  the  money  and  technology  to  gralj 
commanding  share  of  Mexico's  boom 
market.  "It  would  be  ridiculous,"  S* 


SLIM'S  EMPIRE 
IS  POISED  FOR 


Slim  owns  more  than  6596  of 
two  organizations:  Grupo 
Carso,  with  $3.2  billion  in 
1993  sales  and  a  market  value 
of  $9.9  billion,  and  Grupo 
Financiero  Inbursa,  Mexico's 
fourth-largest  financial  group. 

DATA:  BUSINESS  WEEK,  BARING  SECURITIES 


GRUPO 
CARSO 


TELECOMMUNICATIONS 

Manages  phone  monopoly 
Telmex,  and  with  partners 
Southwestern  Bell  and 
France  Telecom,  holds  a 
20.5%  stake.  Telmex 
provided  an  estimated  34% 
of  Grupo  Carso's  1993 
profits.  Expects  12%tol5% 
annual  growth  over  the 
next  decade. 


RETAIL  RESTAUR  * 

78  upscale  Sanh  > 
department  store  | 
which  include  f 
pharmacies  and  j 
restaurants.  Bigg  j 
bookseller  in  i 
Also  operates  3i  j 
Denny's  restaurq  si 
Growth  expecte' 
outstrip  that  of  G 


p  that  of  G 


pire.  Grupo  Carso  makes  everything 
from  fiber-optic  cable  to  cigarettes,  and 
it  now  controls  the  national  telephone 
monopoly,  Telefonos  de  Mexico,  the 
country's  hottest  stock.  Slim  also  heads 
a  $1.26  billion  financial  group,  the  coun- 
try's fourth-largest,  that  has  just 
launched  a  new  bank.  All  told,  the  com- 
panies Slim  controls  account  for  a  stun- 
ning one-fourth  of  the  market  capital- 
ization of  the  Mexican  Bolsa  de  Valores. 

Sitting  atop  this  vast  fortune,  Slim  is 
something  of  a  metaphor  for  Mexico's 
emergence  as  a  promising  Latin  tiger.  In 
the  1980s,  while  Mexico  languished  in 
debt,  the  walls  around  the  economy  still 


doesn't  seem  to  pose  a  mortal  threat  to 
Slim's  stakes  in  such  fast-growing  sec- 
tors as  telecommunications,  finance,  and 
manufacturing.  His  profits  are  set  to 
soar,  in  sharp  contrast  with  those  of 
other  Mexican  business  titans  huddling 
behind  crumbling  economic  barriers. 

One  reason  for  his  confidence  is  pow- 
erful international  allies.  By  his  side  in 
the  coming  telephone  wars  is  Edward  E. 
Whitacre  Jr.,  CEO  of  San  Antonio-based 
Southwestern  Bell  Corp.,  a  partner  with 
Grupo  Carso  and  France  Telecom  in  a 
20.5%  stake  of  Telmex.  Whitacre  re- 
cently brought  Slim  onto  the  South- 
western Bell  board.  And  international 


Slim,  taking  a  drag  on  his  Cohiba  ci£ 
"to  make  investments  with  2%  retu 
[elsewhere]  when  here  in  Mexico  ; 
can  still  earn  20%." 

Aside  from  his  business  challcnj; 
Slim  also  has  to  be  careful  manag 
his  image  inside  Mexico,  where 
armed  rebellion  of  dirt-poor  Indian  p< 
ants  in  Chiapas  has  spotlighted  the 
tion's  wide  economic  gulf.  Mexico  i 
faces  a  tense  presidential  election  in 
gust,  in  which  the  country's  econo 
model  itself— and  its  billionaire  ben 
ciaries— are  being  questioned.  Slim 
close  friend  of  outgoing  President  S 
nas,  is  confident  that  Mexico  will  stay 
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-market  course  and 
d  any  political  explo- 
s.  "Salinas"  policies 
5  necessary  to  pay  the 
-due  bills  left  him  by 
ier  populist  policies," 
Slim.  One  way  to  deal 
:  the  resulting  social 
ands  is  to  "redistribute 
th  through  the  jobs  I 
te  by  investing." 
ive  workers.  Never 
1  that  while  he's  mod- 
ring  vast  segments  of 
ican  business,  Slim  is 
slashing  payrolls, 
wing  more  workers 
the  country's  already 
;  pools  of  unemployed 
r.  Or  that  employees 
Main  of  Slim's  fixation 
ie  bottom  line  and  his 
lpling  of  long-estab- 
d  worker-management 
itions.  "Grupo  Carso's 
y  is  to  watch  its  mon- 
3xtremely  carefully," 
Benedicto  Martinez,  secretary  gen- 
of  the  National  Union  of  Metal-Me- 
ical  Workers.  Slim  argues  that  with 
al  competition  knocking  on  Mexico's 
,  there's  no  time  for  niceties.  "Com- 
es that  haven't  modernized  or  that 
'  high  operating  costs  will  be  out  of 
running,"  he  warns, 
at  he's  not  insensitive  to  the  deep- 


hard  to  stay  there.  One  major  challenge 
is  revolutionizing  the  Stone  Age  tele- 
phone system.  Telmex  is  midway 
through  a  five-year,  $13  billion  invest- 
ment to  improve  basic  phone  service 
and  install  a  fiber-optic  network.  It  has 
reduced  the  waiting  time  for  a  new  line 
from  three  years  just  six  months,  among 
other  changes.  But  Mexicans,  who  have 


depends  hca\  ih  mi  Tel- 
mex' results:  The  tele- 
phone company  contribut- 
ed one- third  of  the  group's 
net  profits  last  vear,  or 
$160  million.  Overall, 
Grupo  Carso's  profits  were 
up  an  estimated  23%  in 
1993,  to  $480  million  on 
sales  of  $3.2  billion— even 
though  many  of  Mexico's 
companies  bled  red  ink. 

While  the  telecommuni- 
cations makeover  is  a 
work  in  progress,  Slim  has 
already  shown  his  turn- 
around skills  in  industry. 
Condumex,  Carso's  biggest 
subsidiary,  serves  the  key 
sectors  of  auto  parts,  elec- 
tricity, telecommunications, 
and  construction,  all  tar- 
geted for  double-digit 
growth  through  the  1990s. 
When  Carso  bought  Con- 
dumex in  1992,  a  workout 
team  slashed  subsidiaries 
from  52  to  25.  Staff  was  cut  by  30%, 
down  to  8,500  from  11,000.  Administra- 
tive functions  were  centralized,  and  the 
luxurious  headquarters  was  sold. 

But  the  medicine  isn't  going  down 
easily  in  Slim's  old-line  factories,  where 
industrial  unions  are  more  vocal.  At  Eu- 
zkadi,  Mexico's  largest  tire  manufactur- 
er, the  work  force  has  shrunk  in  half,  to 


MtTS  ELECTRICAL, 
UCTION 

lex  makes  every- 
m  PVC  pipe  to  . 
tic  cable.  Euzkadi  is 
s  largest  tiremaker. 
:  units  expect 
ains,  from  9%  to 
ear,  as  Mexico 
s  its  infrastructure. 


GRUPO 
FINANCIERO 
INBURSA 


BANKING 

Banco  Inbursa,  created  in 
1993,  is  offering  discount- 
rate  loans  and  innovative 
services,  such  as  automatic 
overdrafts  on  checking 
accounts.  After  only  two 
months,  the  bank  had  assets 
of  $915  million.  Banking 
sector  is  expected  to  grow 
1 0%  to  1 5%  a  year  over  the 
next  few  years. 


INSURANCE 

Segumex  insurance  com- 
pany is  Mexico's  sixth- 
largest  in  premiums  and 
largest  in  terms  of  capital. 
Acquired  in  1984  for  $55 
million,  it's  now  valued  at 
$500  million.  Insurance 
industry  is  expected  to 
grow  tenfold  over  the  next 
1 0  to  15  years. 


BROKERAGE,  LEASING, 
AND  BONDING  COMPANIES 

The  group's  Inbursa  mutual 
fund  has  averaged  32% 
real  returns  annually  since  it 
started  in  1981.  Mexico's 
financial  services  industry 
should  grow  8%  to  20% 
annually  over  the  next 
few  years. 


ed  Mexican  suspicion  of  individual 
th.  Although  he's  personally  worth 
stimated  $2.6  billion,  he  shuns  pub- 
r  and  lives  a  quiet,  family-centered 
in  an  unimposing  house  in  Mexico 
.  While  Slim  rarely  grants  inter- 
's, he  recently  spoke  to  BUSINESS 
K,  hoping  to  dispel  some  of  the  mys- 
surrounding  his  meteoric  rise  in 
ican  business.  "People  say  a  lot  of 
?s  about  me,"  muses  Slim.  "But  I 
'ider  myself  a  temporary  adminis- 
or  of  society's  riches.  You  can't  take 
hing  to  the  tomb  with  you." 
ven  though  he's  on  top  of  Mexico's 
il  pyramid,  he  knows  he  must  run 


seen  Telmex  quadruple  in  market  value 
since  privatization,  benefiting  millions 
of  shareholders  around  the  world,  want 
faster  results.  Even  Slim  confesses  that 
"things  are  taking  longer  than  we'd  like." 
rivals.  There's  no  time  to  lose,  as  com- 
petition from  the  north  looms.  Bell  At- 
lantic Corp.  is  joining  forces  with  Telmex' 
main  rival  in  cellular-telephone  service. 
And  in  January,  telecommunications  gi- 
ant MCI  teamed  up  with  Banacci,  Mexi- 
co's No.  1  financial  group,  to  bid  for  a 
long-distance-telephone  concession  when 
Telmex'  monopoly  ends  in  1996. 

Slim,  armed  with  a  hefty  war  chest, 
claims  he  isn't  fazed.  But  Grupo  Carso 


1,315,  since  Carso  bought  it  five  years 
ago.  "They  made  us  sign  a  productivity 
agreement  in  1992,  but  they  never  in- 
vested in  new  machinery,  so  one  of  the 
factories  was  closed,"  says  rubber  work- 
ers' union  official  Roberto  Mendoza. 
Grupo  Carso  executives  insist  the  1920s- 
era  factory  was  beyond  repair  and  are 
now  focusing  on  a  modern  plant  in 
Guadalajara.  Conceding"  that  he  needs 
to  do  a  better  job  of  explaining  his  goals 
to  workers,  Slim  adds:  "They  shouldn't 
be  worried  about  losing  their  jobs;  they 
should  worry  about  becoming  efficient." 

Slim's  plans  for  the  burgeoning  finan- 
cial sector  follow  the  lean  style.  He  re- 
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cently  launched  a  new  nationwide  hank, 
called  Banco  Inbursa,  capitalized  with  a 
$500  million  private  offering,  and  in- 
tends to  attract  clients  with  cut-rate 
loans  and  services  that  are  rare  in  Mex- 
ico's underbanked  market,  such  as  auto- 
matic checking  overdrafts. 

Slim's  110,000  employees  can  take  a 
bit  of  solace  in  the  fact  that  he's  nearly 
as  spartan  at  Grupo  Carso  headquarters 
as  on  the  factory  floor.  The  corporate  of- 
fices occupy  an  old  two-story  house  with 
a  mirrored-glass  facade,  with  a  jumble  of 
nondescript  Naugahyde  furniture  for  just 
a  dozen  holding-company  employees. 
Slim  works  here  with  his  trusted  troika 
of  partners,  Jaime  Chico  Pardo,  Carso's 
University  of  Chicago-trained  restruc- 
turing chief;  Jaime's  brother  Fernando, 
who  earned  an  MBA  at  Northwestern 
University  before  heading  the  financial 
group;  and  Antonio  Perez  Simon,  gen- 
eral director  of  Telmex.  The  partners 
own  around  (>%  of  Grupo  Carso  and  a 
similar  share  of  the  financial  group;  Slim 
has  about  65%  of  the  two  groups. 
BOTTOM  LINE.  A  former  mathematics  pro- 
fessor who  studied  engineering  at  Mexi- 
co's National  Autonomous  University, 
Slim  is  a  numbers  whiz.  But  he's  no  as- 
cetic. He  sports  a  few  touches  of  wealth: 
Hermes  ties,  monogrammed  dress  shirts, 
and  the  Cuban  Cohiba  cigars.  An  avid 
student  of  Mexican  history,  his  window- 
less  office  features  a  collection  of  rare 
history  books  and  artwork  by  Mexican 
masters  such  as  Diego  Rivera.  Other  ty- 
coons, such  as  media  mogul  Emilio  Az- 
carraga,  the  head  of  Televisa,  flaunt  their 
wealth  with  yachts  and  jets.  Slim  has  no 
boat,  no  vacation  home,  no  private  plane. 
He  and  his  wife  and  six  children  have 
lived  in  the  same  home  for  24  years. 

But  no  matter  how  modestly  he  tries 
to  live,  Slim's  empire  and  influence  keep 
multiplying.  His  emphasis  on  stripping 
labor  and  management  costs  is  at  the 
heart  of  Mexico's  balancing  act  as  it  at- 
tempts to  lift  itself  up  from  Third  World 
status.  Mexico  must  create  cost-con- 
scious, world-class  enterprises  yet  at  the 
same  time  solve  huge  social  problems. 
These  days,  Chiapas  is  on  everyone's 
mind  as  a  symbol  of  Mexico's  poverty- 
stricken  majority.  Mexico's  political  and 
business  leaders  must  somehow  couple 
efficiency  with  social  well-being. 

Slim  is  no  die-hard  supply-sider.  To 
solve  Mexico's  deep  problems,  Slim  says, 
trickle-down  won't  be  enough.  He  would 
like  to  see  a  government  jobs  program 
and  an  orderly  rise  in  wages.  "One,  for 
social  justice.  Two,  for  political  reasons, 
so  people  will  vote  for  you.  And  third, 
for  economic  reasons— the  economy  won't 
grow  if  the  poor  cannot  afford  to  con- 
sume," he  says.  For  Slim,  it  all  comes 
back  to  that  bottom  line. 

By  Geri  Smith  in  Mexico  City 


INTELLECTUAL  PROPERTY  I 


TRUSTBUSTERS 

GO  GUNNING  FOR  HIGH  TECH 


Justice  wants  to  spur  innovation  by  breaking  down  broad  patent 


When  President  Clinton  took  of- 
fice, he  promised  to  promote 
America's  high-tech  indus- 
tries. Companies  welcomed  the  New 
Democrat's  probusiness  talk— so  much 
so  that  leaders  of  high-tech  businesses, 
such  as  former  Apple  Computer  Inc. 
Chief  Executive  John  Sculley  and  Silicon 
Graphics  Inc.  CEO  and  President  Ed- 
ward R.  McCracken,  publicly  aligned 
themselves  with  Clinton.  But  as  the  Ad- 
ministration hammers  out  policies  to 
spur  innovation,  the  industry  may  find 
them  more  of  a  hindrance  than  a  help. 

Justice  Dept.  trustbusters  are  ready- 
ing an  attack  on  a  cornerstone  of  the 
technology  industries— protections  for 
intellectual  property.  At  a  speech  to  be 
delivered  in  Phoenix  Feb.  25,  Assis- 
tant Attorney  General  Anne  K. 
Bingaman  will  reveal  an  enforce- 
ment agenda  that  represents  a 
180-degree  turn  from  the 
antitrust  policy  that  has 
reigned  for  the  past  15 
years.  Bingaman  will 
explain   how  anti- 
trust can  boost  in- 
novation by  break 
ing  down  overly 
broad  patent, 
copyright,  and 
trade-secret 
agreements. 
Her  potential 
targets:  compa- 
nies that  use 
legal  monopo- 
lies unfairly  to 
block  newer  busi 
nesses  from  de- 
veloping technolo- 
gies. "We  believe 
there  is  a  need  to  look 
at  this  area  given  the  im-  ^ 
portance  of  intellectual  proper- 
ty in  the  economy,"  says  Bingaman. 

What's  Bingaman  looking  for?  Con- 
sider the  fight  between  Borland  Inter- 
national Inc.  and  Lotus  Development 
Corp.,  in  which  Lotus  accuses  Borland  of 
infringing  on  its  copyrighted  menu  com- 
mands for  its  spreadsheet  software.  Bor- 
land argues  that  Lotus'  copyright  is  too 


broad  because  it  prevents  rivals  f 
using  the  menu  commands  to  invent 
tus-compatible  programs.  When  the 
went  on  appeal,  after  Lotus  won  in  I 
District  Court,  government  insiders 
Bingaman  wanted  to  file  a  brief 
porting  Borland's  position  but 
stymied  by  differences  among  Clint 
economic  advisers. 
gang  warfare.  Bingaman  is  also  s| 
tinizing  conduct  in  the  high-tech 
that  many  experts  deem  commonpla 
but  that  she  may  view  as  anticomj 
tive.  In  the  semiconductor  indus 
heavyweights  such  as  IBM  and  Texas 
struments  Inc.  routinely  grant  each 
er  licenses  without  requiring  roy 
payments.  But  when  new  players  e: 
the  market  with  no  patent: 
barter,  they  pay  costly  ro 
ties— a  practice  that  the 
of  the  world  argue  is 
since  they  pay  for  resei 
and  development.  "The; 
ang  up  on  compa 
like  Cyrix,"  grum 
Cyrix  Corp.  CEO 
^  ry  Rogers,  whol 
>een  fighting  til 
>ractices,  and! 
Feb.  2  won  M 
million  sell 
ment  from  il 
Corp.  on  r< 
ed  claims. 

Other 
gets  for  Bi 
man's  enfc 
ment  a: 
could  inc.] 
cases  in  w' 
*  patent  hok 
set  prices  for  p 
nets  sold  by  licen 
or  when  patent  hob 
require  licensees  to  ma 
their  products  in  restricted 
graphical  markets  to  dilute  competiil 
It's  all  part  of  Justice's  effort  to  rej 
trustbusting  from  its  origins  in  thel 
of  steel  and  railroad  giants  to  sd 
America's  new  economy.  "What  was  I 
for  spare  tires  just  isn't  sensible] 
computer  programming  or  semicondvi 
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LEGAL 


A 


They  give  you  a  plan,  then 
listen  to  what  you  think. 

We  listen  to  what  you  think, 
then  give  you  a  plan. 


You  know  what  its  like  with 
most  401(k)  providers.  They  tell 
you  what  they've  got  and  you  can 
either  take  it  or  leave  it. 

We  do  things  differently. 


[  Hf 


First  of  all,  we  listen  carefully  to  you  and  your  employees  to  find  out 
what  it  is  you're  really  looking  for.  Then  we  create  a  high  performance 

John  Hancock  401(k)  Flexible  Plan  to  meet  your  administrative 

needs  and  the  "wealth-building"  goals  of  all  your  401(k)  investors. 

The  customer  services  we  provide  you  are 
flexible,  too.  Everything  from  recordkeeping  and 
compliance  oversight  to  educating  your  401(k) 


e,  real  answer; 


f  M     Financial  Services 


investors  is  our  job,  not  yours. 

To  find  out  more  about  a  John  Hancock  401(k)  Flexible  Plan, 
please  call  us  today  at  (800)  294-7734. 

But  don't  be  surprised  if  you  do  most  of  the  talking. 


John  H.inock  Mutual  Life  Insurance  Company,  |ohn  Hancock  Distributors.  Inc  .  and  affiliated  companies,  Boston,  MA  02117 


airs 


memories,"  says  Los  Angeles  antitrust 
attorney  Patrick  Lynch.  Justice's  high- 
profile  inquiry  into  whether  Microsoft 
Corp.'s  business  practices  impede  com- 
petition is  an  opening  salvo.  And  probes 
into  allegedly  abusive  patent-licensing 
practices  are  a  next  step. 

Bingaman's  initiative  is  heresy  to  the 
Reagan-Bush-era  credo  that  inventors 
have  more  incentive  to  innovate  when 
strong  intellectual-property  protections 
hold  out  the  promise  of  fat  profits.  And 
after  more  than  a  decade  of  antitrust 
inaction,  many  doubt  she  will  be  able 
to  implement  her  aggressive  agenda 
with  much  success.  Conservative  courts 
have  repeatedly  upheld  the  rights  of 
patent  holders,  and  most  politicians 
would  rather  strengthen  U.S.  industry 
against  foreign  competitors  than  trim 
back  any  edge  American  companies 
might  have.  "A  campaign  designed  to 
limit  intellectual-property  rights  is  not 
going  to  be  a  big  winner,"  says  Wash- 
ington lawyer  Donald  I.  Baker,  the  Ford 
Administration's  top  trustbuster. 
foreign  targets.  Although  U.  S.  indus- 
try is  troubled  by  Bingaman's  enforce- 
ment agenda  at  home,  it  is  enthusiastic 
about  Justice  turning  its  guns  on  for- 
eign patent  practices.  The  government  is 
currently  questioning  the  policies  of  the 
European  Telecommunications  Standards 
Institute,  according  to  ETSI  Deputy  Di- 
rector Fred  A.  Ask.  U.S.  companies  ac- 
cuse etsi  of  a  collective  boycott  that 
may  keep  American  companies  out  of 
the  lucrative  European  telecom  market. 

etsi  membership  is  a  virtual  require- 
ment to  sell  in  Europe.  But  according  to 
a  complaint  filed  with  the  European 
Commission  last  June  by  the  Washing- 
ton-based Computer  &  Business  Equip- 
ment Manufacturers  Assn.,  ETSI  excludes 
companies  that  don't  cooperate  with  its 
onerous  patent-licensing  requirements. 
The  group  compels  businesses  to  license 
their  patented  technologies  to  one  an- 
other at  low  rates,  according  to  cbema. 
"ETSI  is  basically  a  private  club,"  fumes 
one  U.  S.  company  official.  ETSI  main- 
tains that  its  policy  is  fair  and  that  there 
are  no  penalties  for  refusing  to  cross-li- 
cense. "It  is  not  a  collective  boycott," 
says  ETSi's  Ask.  "This  is  utter  nonsense." 

While  it's  unclear  whether  Justice  will 
succeed  in  its  planned  assault,  it  will 
have  to  walk  a  narrow  path.  It  must 
crack  down  on  abuses  that  stifle  high- 
tech competition  while  avoiding  overzeal- 
ous  enforcement  that  takes  away  incen- 
tives from  high-risk  businesses.  Striking 
that  balance  will  be  a  crucial  test  for 
the  New  Democrats  as  they  strive  to 
reinvent  antitrust  policy— and  keep  their 
influential  friends  happy. 

By  Catherine  Yang  in  Washington 


IS  THE  PATENT  OFFICE 
SMOTHERING  SOFTWARE  INNOVATION? 


Joe  Clark  got  a  scare  when  he 
opened  a  letter  from  Optical  Data 
Corp.  two  years  ago.  The  Warren 
(N.J.)  company  claimed  that  Clark's 
small  Seattle-based  multimedia  pub- 
lishing company.  Video  Discovery  Inc., 
may  be  infringing  on  Optical  Data's 
two  new  patents. 

But  instead  of  paying  royalties  to 
get  Optical  Data  off  his  back,  Clark 
filed  suit  last  August  challenging  the 
patents'  validity.  His  claim:  The  gov- 
ernment should  never  have  awarded 
Optical  Data  patents 
covering  such  obvi- 
ous technology  as 
enabling  teachers  to 
access  pictures  and 
lesson  plans  from 
video  disks.  "They 
had  an  enormous 
club  and  could  liter- 
ally shut  me  down," 
says  Clark. 

Although  Optical 
Data  President 
William  Clark  insists 
the  patents  were 
"universally  herald- 
ed" as  unique  when 
they  were  granted, 
the  company  agreed 
to  put  one  of  its  patents  in  the  public 
domain  and  to  submit  the  second  for 
reexamination  by  the  Commerce 
Dept.'s  Patent  &  Trademark  Office. 

The  tussle  between  the  two  rivals  is 
hardly  an  anomaly.  And  mounting  crit- 
icisms in  high-tech  industries,  particu- 
larly multimedia,  have  not  gone  unno- 
ticed. A  sign  that  the  government 
understands  the  high  stakes  came 
when  the  Patent  &  Trademark  Office 
decided  in  December  to  review  a  con- 
troversial patent  it  granted  last  sum- 
mer to  Compton's  NewMedia  Inc.,  a 
subsidiary  of  Chicago-based  Tribune 
Co.  Compton  claims  its  patent  covers 
the  very  idea  of  multimedia  presenta- 
tion—a contention  that,  if  true,  could 
keep  many  rivals  from  flourishing.  The 
Patent  Office  agreed  to  reconsider 
Compton's  grant  after  industry  offi- 
cials complained  that  it  protects  linking 
text,  graphics,  sound,  and  data  in  ways 
too  commonly  utilized  to  be  patentable. 

In  addition,  the  Administration  be- 
gan holding  hearings  in  January  on 
the  scope  of  intellectual-property  pro- 


tections. "To  get  a  patent,  you  shoul 
really  have  an  invention  and  not  jus 
something  that  is  simply  different 
says  Patent  &  Trademark  Commi: 
sioner  Bruce  Lehman. 
"LAND  MINES."  At  the  hearings,  sof 
ware  makers  disagreed  on  wheth 
more  stringent  patent  examinatio 
would  work.  Unlike  copyright,  whi 
covers  expression  of  an  idea,  a  pate 
gives  exclusive  rights  to  the  idea  itse 
Companies  can  steer  clear  of  copyrig 
violations  by  avoiding  outright  parro 
ing  of  others'  worl 
But  patented  algi 
rithms— the  buildin 
blocks  of  programs- 
are  often  hidde; 
deep  inside  a  pr| 
gram,  making  ina<j 
vertent  patent  ii 
fringement  hard  t| 
avoid.  "Patents  su: 
face  like  land  mint 
after  someone  hi 
developed  softwar 
independently,"  saj 
Douglas  K.  Brot: 
principal  scientist  i 
Adobe  Systems  Inc 
a  leader  in  desktoj 
publishing  software 
Software  companies  that  own  e; 
tensive  patents  argue  otherwise.  The 
say  rivals  that  haven't  bothered  to  g< 
patents  in  the  past  decade  are  jus 
sore.  And  they  say  U.  S.  software  con 
panies  need  patents  to  compete  glol 
ally.  A  Japanese  company  could  easil 
demand  steep  licensing  fees  for  use  ( 
its  patents  if  a  U.  S.  company  lacke 
patents  as  a  bargaining  chip. 

With  industry  so  divided,  Congrej 
is  unlikely  to  bar  software  patents,  h 
stead,  the  government  will  concentral 
on  avoiding  overly  broad  protectior 
for  common  technology.  Commissi©] 
er  Lehman  wants  to  hire  compute 
scientists  and  improve  the  examiner 
library  of  prior  software  works.  H 
also  backs  laws  requiring  earlier  pul 
lication  of  patent  applications  so  con 
petitors  don't  unwittingly  infringe  o 
pending  patents.  But  many  compank 
can't  wait  for  Lehman  and  the  Wasl 
ington  bureaucracy  to  solve  their  prol 
lems.  Like  Joe  Clark,  they  will  mo: 
likely  be  duking  it  out  on  their  own. 
By  Catherine  Yang  in  Washingtc 
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The road 
warrior's 

weapon  of 

choice. 


4 


The  HP  100LX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cutting-edge  computing  and 
communications  features.  All  wr  apped 
up  in  a  sleek  1 1-ounce  package.  Includ- 
ing one-key  access  to: 

1551  cc:  Mail®  Mobile,  the  market- 
I  "■  in  I  leading  e-mail  software. 
Today's  new  card  modems  fit  neatly 
into  our  PCMCIA  2.0  slot,  connecting 
you  to  your  corporate  or  office  systems. 

ImhI  ^a^e  y°ur  °ffice  with  you. 

1=1  Built-in  MS  DOS®  5.0  means 
you  can  run  optional  PC  software. 
With  the  new  2-MB  memory,  you  can 
add  even  larger  applications,  such  as 
Quicken  and  ACT!. 


Use  the  built-in  applications  to  create 
custom  databases.  And  sort  through  a 
list  of  customer  billing  profiles  or  your 
favorite  restaurants. 

CI  Keep  running  numbers  on 
mSJs  the  run.  One  touch  br  ings  up 
Lotus®  1-2-3,®  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  our 
appointment  book  to  keep  you  on  top 
of  your  schedule,  with  week-  and  month- 
at-a-glance.  Notetaker  to  capture  ideas. 
Powerful  analysis  on  the  HP  financial 
calculator.  Flexible  phone  book. 

All  this  and  much,  much  more.  Now  for 
much  less.  The  1-MB  HP  100LX  is  just 
$549:  The  new  2-MB  version  only  $749; 


For  more  information  and  the  name  of 
your  nearest  HP  100LX  dealer,  call  us  at 
1-800-443-1254,  Dept.  989:  Then  hit  the 
road  armed  with  all  the  right  answers. 


HEWLETT 
PACKARD 


*US  lisi  price  tlnCanada,  1-800-387-3867  cc  Mail  Mobile  is  a  trademark  of  cc 
Mail,  a  wholly  owned  subsidiary  ot  Lotus  Development  Corporation  Microsoft  and 
MS-DOS  are  U  S  registered  trademarks  ol  Microsoft  Corporation  Lotus  and  1-2-3 
are  U  S  registered  trademarks  ol  Lotus  Development  Corporation 
'&1994  Hewlen-Packard  Company  PG  12307A 
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WANG'S  GREAT  LEAP 
OUT  OF  LIMBO 


The  once-bankrupt  minicomputer  maker  is  staking  its  future  on  software  and  consulting 


The  saga  of  Wang  Laboratories  Inc. 
has  almost  enough  tears  and  tri- 
umphs to  make  a  Hollywood  clas- 
sic. A  highflier  stumbles  and  slips  into 
bankruptcy.  But  just  when  everything 
seems  lost,  it  emerges  from  Chapter  11, 
bloodied  but  unbowed.  And  as  if  to  dra- 
matize its  comeback,  Wang  issues  new 
stock.  The  shares  climb  46%  within  six 
weeks,  to  around  22.  Happy  ending? 

Not  exactly.  Rapidly  evolving  person- 
al-computer technology  has  transformed 
Wang's  legendary  minicomputers  into 
high-tech  relics.  So  the  Lowell  (Mass.) 
company  is  racing  full  throttle  into  the 
software  and  high-tech  con- 
sulting business.  Wang  is 
hitching  its  future  to  one  of 
the  hottest  business  trends 
in  Corporate  America:  re- 
engineering.  With  companies 
turning  to  reengineering  gu- 
rus to  help  them  ease  their 
workloads,  Wang  sees  enor- 
mous potential  in  software 
and  services  designed  to  re- 
duce paperwork.  The  market 
could  be  worth  $3.4  billion 
by  1998,  according  to  the 
Gartner  Group,  a  computer 
market-research  firm. 
NERVOUS.  Before  Wang  can 
lay  claim  to  any  of  that  ex- 
pected treasure,  however,  it 
must  overcome  some  steep 
obstacles.  It  has  to  transform 
itself  from  a  slow-moving 
hardware  company  into  a 
fast-paced  service  provider. 
And  it  must  struggle  to  over- 
come the  lingering  taint  left 
from  its  bankruptcy.  Fearing 
Wang  could  have  a  financial 
relapse,  some  potential  cus- 
tomers are  nervous  about  in- 
vesting huge  sums  in  new 
Wang  products.  "The  ques- 
tion becomes:  How  much  of 
your  reputation  do  you  want 

TUCCI  AND  CASEY  HAVE  STRUCK 
UP  ALLIANCES  WITH  HP,  ASK, 
AND  COMPUTER  ASSOCIATES 


to  stake?"  says  Luis  Morales,  vice-pres- 
ident for  management  information  sys- 
tems at  Financial  Security  Assurance, 
a  municipal-bond  insurer. 

And  if  all  that  weren't  challenge 
enough,  Wang  CEO  Joseph  M.  Tucci 
must  persuade  customers  who  own 
some  30,000  Wang  minis  not  to  abandon 
their  aging  machines.  Not  only  does 
Wang  see  that  existing  customer  base  as 
a  fertile  ground  for  new  software  sales 
but  the  company  needs  its  mini  users 
just  to  survive.  Servicing  and  upgrading 
the  minis  will  account  for  two-thirds  of 
Wang's  projected  revenues  of  $920  mil- 


lion in  the  fiscal  year  ending  June 

It  has  been  a  long  trek  from  minico 
puter  giant  to  budding  software  and  sj 
vices  supplier.  Back  in  the  1980s,  Wan, 
minis  were  hot  products  among  cor} 
rate  customers  that  used  them  for  wd 
processing.  But  its  office  stronghold  cat 
under  attack  from  lower-cost  PCs.  Wa 
tried  to  fend  off  the  attack  with  "imagir 
software  that  allowed  its  minis  to  stc 
and  retrieve  electronic  snapshots  of  do 
ments.  But  the  mini  business  continued 
fall  away,  and  Wang's  fortunes  dete 
orated.  The  company  filed  for  bankrupt 
protection  in  August,  1992. 
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ang  finally  emerged  from  Chapter 
st  September.  And  the  new  Wang 
i  vastly  different.  The  company  is 
1  and  nimble— much  as  it  was  in 
1970s,  when  it  was  run  by  its 
ier,  Chinese  immigrant  An  Wang, 
company  erased  $1.3  billion  in  debt 
other  claims.  Wang  also  slashed 
oyment  to  6,000  from  13,000.  An- 
•  painful  legacy  of  bankruptcy:  On 
16,  its  towering  headquarters,  built 
55  million,  was  sold  at  auction  for  a 
!  $525,000.  And  though  Tucci  ex- 
i  to  make  a  modest  $20  million  prof- 
is  year— Wang's  first  since  1988— 
i  far  cry  from  the  glory  days  of 
,  when  the  company's  profits 
>ed  38%,  to  a  record  $210  million,  as 
ales  hit  $2.2  billion,  up  42%. 
TOM  sun."  Now  it's  up  to  Tucci,  46, 
art  building  the  business  again.  A 
er  Unisys  Corp.  sales  executive, 
'ecame  ceo  in  January,  1993,  re- 
ng  Richard  W.  Miller.  Together- 
Donald  P.  Casey,  president  and 
i  of  Wang's  technology  develop- 
:,  he  has  spent  the  last  year  craft- 
i  strategy  that  he  hopes  will  finally 
/  Wang  to  put  the  hardware  busi- 
behind  it. 

■w  in  the  industry  doubt  Wang  has 
technological  wherewithal  to  mount 


NG  HAS  HUGE  STREHGTHS... 


Wang  is  much  nimbler  now, 
but  it  must  convince  owners 
of  its  30,000  aging  minis 
that  it  really  has  a  future 


a  strong  offensive  in  the  software  mar- 
ket. On  Feb.  8,  Wang  released  a  new 
"workflow"  program.  It  speeds  tasks 
such  as  order  processing  by  automatical- 
ly routing  electronic  images  and  other 
forms  to  credit,  stocking,  or  manufac- 
turing departments.  Unlike  rival  packag- 
es, Wang's  workflow  software  identifies 
bottlenecks  in  activities  by  recording 
how  long  it  takes  to  complete  a  task. 
Wang  sees  the  package  as  key  to  its 
recovery.  "This  product  can  do  for  the 
new  Wang  what  word  processing  did 
for  the  old  Wang,"  says  Tucci. 

Technology  alone,  though,  won't  guar- 
antee Wang's  success.  It's  also  going  to 
take  some  hard  selling.  That's  why  Tuc- 
ci has  established  a  new  software  divi- 
sion. By  June,  he  says,  he  will  have  310 
sales  and  support  people  at  Wang's  175 
global  offices,  dedicated  solely  to  soft- 
ware. What's  more,  Wang  has  struck 
marketing  alliances  with 
Hewlett-Packard,  Comput- 
er Associates,  and  ASK 
Group,  which  will  offer 
Wang's  software  along  with 
their  computers  or  software 
packages.  Likewise,  Wang 
will  try  to  sell  their  equip- 
ment with  its  software. 

Wang  is  also  creating  a 
software-consulting  opera- 
tion to  help  companies  use 
imaging  and  workflow  pro- 
grams to  reengineer  their 
businesses.  Companies  are 
increasingly  turning  to  con- 
sultants to  revamp  and  cus- 
tomize processes  such  as  or- 
der entries  and  to  squeeze 
the  most  out  of  now  tech- 
nology. "When  you  get  into 
reengineering  and  workflow, 
you  aren't  buying  a  42  Long 
off  the  rack  anymore. 
You're  buying  a  custom 
suit,"  says  Elias  Safdie,  a 
former  Wang  employee  and 
senior  consultant  with  DMR 
Group  Inc.  Casey,  47,  and  a 
former  executive  at  Lotus 
Development  Corp.,  expects 
the  consulting  business  to 
draw  as  much  as  $3  for 
every  $1  in  software  sales. 

Assembling  a  corps  of 
consultants  is  expensive, 
however.  Wang  is  currently 


training  240  of  its  staffers  as  software 
consultants.  Tucci  acknowledges  that  the 
training  costs  may  force  Wang  into  the 
red  in  the  quarter  ending  Mar.  31.  In- 
deed, a  combination  of  those  expenses 
and  an  expected  seasonal  sales  slow- 
down has  unnerved  investors.  Wang's 
stock  is  down  19%  from  its  January 
peak,  to  17%.  In  the  meantime,  Wang  is 
depending  on  outside  consultants  from 
Computer  Sciences  Corp.  in  the  U.  S. 
and  CAP  Gemini  in  Europe. 

While  he  builds  his  new  businesses, 
Tucci  is  lavishing  attention  on  Wang's 
minicomputer  owners.  He  consults  his 
biggest  customers  frequently  to  find  out 
their  needs.  Wang  is  already  cranking 
out  low-cost  mini  upgrades.  Keeping  cus- 
tomers happy  is  crucial  since,  Tucci  says, 
Wang's  new  endeavors  won't  be  big 
enough  to  replace  the  minicomputer  busi- 
ness for  at  least  two  years.  First  Albany 
analyst  David  S.  Benhaim  estimates 
Wang's  imaging  and  workflow  software 
will  add  just  $40  million  to  revenues  this 
year,  while  its  consulting  business  may 
generate  $80  million.  Longer  term,  Tucci 
hopes  satisfied  Wang  minicomputer  own- 
ers will  hire  the  company's  consultants 
and  buy  its  software.  Prudential  Asset 
Management  Co.,  a  longtime  Wang  mini 
customer,  has  already  hired  Wang  consul- 
tants to  implement  workflow  software 
on  a  network  of  250  PCs. 
sharing  the  slopes.  Still,  it  will  take  a 
lot  more  Prudentials  if  Wang  is  to  suc- 
ceed. While  Wang  was  hunkering  down 
with  financial  advisers,  the  imaging  busi- 
ness was  becoming  much  tougher.  A 
slew  of  startups  have  entered  the  bur- 
geoning imaging-software  field.  FileNet 
Corp.  in  Costa  Mesa,  Calif.,  has  already 
deposed  Wang  as  No.  2  in  the  business 
behind  IBM.  And  FileNet  CEO  Theodore 
J.  Smith  says  he  isn't  too  alarmed  by 
Wang's  resurgence.  Outside  of  its  mini 
customers,  "it's  not  broadly  competi- 
tive," he  sniffs. 

As  the  competition  heats  up,  imag- 
ing prices  are  starting  to  fall.  Wang's 
software  goes  for  as  much  as  $3,000  per 
workstation.  But  David  Skok,  president 
of  Watermark  Software,  a  small  Bur- 
lington (Mass.)  imaging-software  develop- 
er, says  his  firm  will  release  a  product  in 
April  that  will  sell  for  as  little  as  10%  to 
15%  of  Wang's  price. 

Tucci,  a  former  ski  instructor  who  still 
participates  in  downhill  races,  is  far  from 
panicked  by  competition.  With  legions 
of  corporations  trying  to  use  technology 
to  ease  workloads,  he  believes  there's 
enough  business  to  go  around.  And  in  a 
few  years'  time,  Tucci  says,  Wang's  busi- 
ness-building efforts  will  really  start  to 
pay  off.  The  saga  continues,  but  Wang 
may  yet  pull  off  a  heart-tugging  finale 
that  would  make  Hollywood  proud. 

By  Gary  McWilliams  in  Lowell,  Mass, 
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CARE  AND  FEEDING 
AT  NUTRI/SYSTEM 


Can  low-tech  baron  Mike  Heisley  revive  the  weight-loss  outfit? 


Lee  Iacocca,  Victor  Kiam,  Dave 
Thomas,  and  Mike  Heisley.  Mike 
who?  His  name  may  not  ring  a  bell, 
but  Heisley,  56,  leapt  into  the  ranks  of 
corporate  pitchmen  in  January  when  he 
introduced  himself  on  nationwide  TV  as 
"the  guy  who  bought  Nutri/System." 
And  he  guaranteed  customers  of  the 
once  bankrupt  diet  company  that  they 
would  lose  10  pounds  in  one  month  if 
they  followed  the  Nutri/System  Inc.  diet 
or  get  their  money  back.  To  give  added 
punch  to  his  message,  the  then 
211-pound  Heisley  vowed:  "I'm 
going  to  lose  10  pounds,  too." 

Time,  Heisley  never  quite 
made  it  as  a  high-profile  huck- 
ster: The  ads  were  pulled  after 
a  couple  of  weeks  when  franchi- 
sees complained  they  weren't  ef- 
fective. But  Heisley  seems  well 
suited  for  his  new  role  as  would- 
be  savior  of  Nutri/System. 
Through  his  Chicago-based  in- 
vestment group,  Heico  Acquisi- 
tions, the  former  computer  sales- 
man for  Sperry-Univac  has 
spent  the  last  15  years  buying 
up  troubled— often  bankrupt- 
companies  and  nursing  them 
back  to  health.  At  last  count, 
he  had  assembled  an  odd  collec- 
tion of  26  companies,  with  com- 
bined estimated  sales  of  $L2  bil- 
lion (table). 

"WELLNESS."  And  he  thinks  his 
turnaround  talents  can  do  won- 
ders for  Nutri/System.  Heis- 
ley, who  says  he  lost  six 
pounds  on  the  Nutri/System  plan,  wants 
to  rebuild  the  company's  image,  which 
has  been  battered  by  customer  lawsuits 
and  complaints  from  federal  regulators 
about  the  effectiveness  of  its  weight- 
loss  regimen.  He's  also  recasting  Nu- 
tri/System as  a  "wellness"  outfit  that 
would  offer  everything  from  exercise 
equipment  to  stress-and-fitness  counsel- 
ing. "We  want  to  change  the  dynamics 
of  the  [diet]  industry,"  he  says. 

Heisley  is  to  make  big  strides  on  both 
the  image  and  new-services  fronts  when 
he  announces  a  deal  on  Mar.  2  with 
health-care  giant  Johnson  &  Johnson. 
Under  t  erms  of  the  joint  venture,  called 


Real  Solutions,  J&.J  will  distribute  educa- 
tional materials  on  stress  and  fitness  at 
Nutri/System  outlets.  And  for  any  cus- 
tomer filling  out  a  questionnaire,  J&.J 
will  provide  an  on-the-spot  computer  as- 
sessment of  the  individual's  health  and 
weight  status. 

Clearly,  Nutri/System  takes  Heisley 
far  afield  from  the  low-tech  manufactur- 
ing companies  where  he  has  had  his 
greatest  success.  But  he  and  his  part- 
ners in  the  Nutri/System  deal,  including 


company.  Although  his  role  as  TV  sal] 
man  was  cut  short,  he  plans  to  spend  I 
to  $30  million  on  advertising  this  ye 
Nutri/System  hasn't  had  a  national  | 
program  in  a  year.  And  though  the  co 
pany  has  successfully  defended  its] 
against  customer  lawsuits  alleging  fa! 
advertising,  Heisley  signed  a  settlemtj 
with  the  Federal  Trade  Commission 
Dec.  22  committing  the  company  to  i 
substantiation  of  all  advertising  a 
product  claims. 

street-coin  spotter.  Still,  even  wi 
J&j's  help,  Heisley  faces  stiff  compe 
tion.  Other  big  players  in  the  diet  bu 
ness,  such  as  Jenny  Craig  Inc.,  are  d 
pitching  wellness  programs.  And  it  vj 
take  time  to  rebuild  Nutri/System's  n 
work  of  diet  centers,  which  has  shru 
about  25%  from  its  prebankruptcy  lei 
of  1,137.  There's  still  some  unease  in  \ 
ranks.  "This  industry  has  taken  a  lou 
hits,"  says  Jack  Overton,  who  operaf 
23  Nutri/System  franchises.  "An 


it 


HEISLEY  GOT 
J&J  TO  USE 
NUTRI/SYSTEM 
OUTLETS 


THE  HEISLEY  EMPIRE  | 

As  chairman  of  Heico  Acquisitions, 
Michael  £.  Heisley  has  gobbled  up{ 
26  companies.  Here  are  some  of  ! 
the  holdings: 

 1 

TOM'S  Snack-food  producer  \ 
FOODS 


NUTRi/ 

Dieting  company 

SYSTEM 

PETTIBONE 

Builder  of  rough-ter- 

rain vehicles,  cranes, 

and  sewer-cleaning 

equipment 

AELCO 

Foundry-equipment 

FOUNDRIES 

maker 

DAVIS 

Steel-wire 

WIRE 

manufacturer 

NEWBURY 

Producers  of  injection 

INDUSTRIES 

molded  machinery 

DATA  BUSINESS  WEEK 


Allstate  Venture  Capital  and  Heller  Eq- 
uity Capital,  don't  think  they're  taking  a 
huge  gamble.  One  of  the  biggest  casual- 
ties of  the  consumer  backlash  against 
weight-loss  programs,  Nutri/System 
sought  Chapter  11  protection  in  April. 
Heisley \s  group  offered  to  pump  just  $17 
million  of  capital  into  Nutri/System— not 
bad  in  exchange  for  a  company  that  in 
1990  had  posted  profits  of  $135  million  on 
revenues  of  $1  billion.  With  few  other 
contenders  emerging,  a  federal  bankrupt- 
cy court  in  Philadelphia  accepted  the  of- 
fer, awarding  ownership  of  Nutri/System 
to  Heisley's  group  in  December. 

Now,  Heisley  has  to  rebuild  the 


all,  Nutri/System  has  just  come  out 
bankruptcy."  Nutri/System  this  yeai 
likely  only  to  break  even  on  sales  of 
more  than  $200  million. 

Heisley  knows  that  he  will  have  to  c 
lot  better.  His  ultimate  goal  is  to  get  a 
chunk  of  cash  by  taking  Nutri/Syst 
public  again  in  three  to  five  years,  and 
resume  shows  he's  not  one  to  ws 
time— or  money.  Indeed,  Heisley  still  pj 
coins  up  off  the  street:  He  says  he  coll 
ed  an  astonishing  $14.74  on  New  Ye 
Day  while  vacationing  in  Aspen,  C 
Undoubtedly,  he  also  hopes  to  collec 
nice  piece  of  change  from  Nutri/Systi 
By  Richard  A.  Melcher  in  Chic 
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THE  CORPOR 


John's  losing  his  hair. 
His  mission:  get  it  back. 


kSAP! 

Jut  how? 

Veaving?  No. 

Yansplant? 

tot  for  him. 

i  hairpiece? 

fever,  never. 

VTiatJohn  really 

/ants  is  his 

von  hair  back. 

uid  now  he's  learned, 

or  male  pattern 

>aldness,  only 

iogain^  has  been 

>roven  to  regrow  hair. 


Rogaine'  Topical  Solution  (minoxidil  2%) 
works  in  part  by  prolonging  the  growth 
of  hair,  which  grows  in  cycles.  With  more 
hairs  growing  longer  and  thicker  at  the 
same  time,  you  may  see  improved  scalp 
coverage. 

After  one  year,  over  three  fourths  of 
men  reported  some  hair  regrowth. 

Dermatologists  conducted  12-month  clini- 
cal tests.  After  4  months,  26%  of  patients 
using  Rogaine  reported  moderate  to  dense 
hair  regrowth,  compared  with  1 1%  of  those 
using  a  placebo  (a  similar  solution  without 
minoxidil  —  the  active  ingredient  in 
Rogaine) .  After  1  year,  48%  of  the  men  who 
continued  using  Rogaine  in  the  study  rated 
their  regrowth  as  moderate  to  dense.  Thirty- 
six  percent  reported  minimal  regrowth.  The 
rest  (16%)  had  no  regrowth. 

Side  effects  were  minimal:  7%  of  those  who 
used  Rogaine  had  itching  of  the  scalp. 

Rogaine  should  only  be  applied  to  a 
normal,  healthy  scalp 
(not  sunburned 
..„.»..->■  or  irritated). 


Make  it  part  of  your  normal  routine. 

Studies  indicate  that  at  least  4  months  of 
twice-daily  treatment  with  Rogaine  are 
usually  necessary  before  there  is  evidence 
of  regrowth.  So  why  not  make  it  part  of 
your  normal  routine  when  you  wake  up 
and  go  to  bed,  like  brushing  your  teeth. 

As  you'd  expect,  if  you  are  older,  have  been 
balding  for  a  longer  period,  or  have  a  larger 
area  of  baldness,  you  may  do  less  well. 

Rogaine  is  a  treatment,  not  a  cure.  So 
further  progress  is  only  possible  by  using 
it  continuously.  Some  anecdotal  reports 
indicate  that  if  you  stop  using  it,  you  will 
probably  shed  the  newly  regrown  hair 
within  a  few  months. 

Get  your  free  Information  Kit  today. 
You  may  even  be  eligible  for 

a  free,  private  hair-loss 
consultation  with  a  doctor.* 

Why  wait?  Find  out  whether  Rogaine  is  for 
you.  Call  1-800-233-6788  for  a  free 
Information  Kit  about  the  product  and 
how  to  use  it.  And  because  Rogaine 
requires  a  prescription,  well  include  a 
list  of  nearby  dermatologists  or  other  doctors 
experienced  in  treating  hair  loss  who  may  be 
able  to  offer  you  a  free,  private  hair-loss 
consultation:" 

Call 

1800233-6788 

for  your  free  Rogaine  Information  Kit 

We'll  also  tell  you  how  to  find  out  if 
you're  eligible  for  a  free,  private  hair- 
loss  consultation  with  a  doctor* 


Rogaine 

sounoN  ^minoxidil  2% 


See  next  page  for  important 
additional  information 


'Not  available  in  all  areas 
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Ro<?aine 

50&  ^minoxidil  2% 

The  only  product  ever 
proven  to  regrow  hair. 


What  Is  ROGAINE? 

ROGAINE  Topical  Solution  is  a  prescription  medicine  lor  use  on  the  scalp  that  is  used  to  treat  a  type  ol  hair  loss  in  men  and  *omen  known  as  androgenetic 
alopecia  hair  loss  ol  the  scalp  vertex  (top  or  crown  ol  the  head)  in  men  and  diffuse  hair  loss  or  thinning  of  the  fronl  and  lop  of  the  scalp  in  women 
ROGAINF  is  a  topical  lorm  ol  minoxidil,  lor  use  on  the  scalp 

How  effective  is  ROGAINE? 

In  men:  Clinical  studies  with  ROGAINE  ol  over  2  300  men  with  male  pattern  baldness  involving  the  top  (vertex)  ol  the  head  were  conducted  by  physicians  m 
27  US  medical  centers  Based  on  patienl  evaluations  ol  regrowth  al  the  end  ol  4  months.  26%  of  the  patients  using  ROGAINE  had  moderate  to  dense  hair 
regrowth  compared  with  11%  who  used  a  placebo  treatment  (no  active  ingredient)  No  regrowth  was  reported  by  41%  ol  those  using  ROGAINE  and  58%  of 
those  using  a  placebo  By  the  end  ol  I  year.  48%  ol  those  who  continued  to  use  ROGAINE  rated  their  hair  growth  as  moderate  or  better 

In  women  Clinical  studies  with  ROGAINE  were  conducted  by  physicians  in  II  US  and  10  European  medical  centers  involving  over  600  women  with  hair 
loss  Based  on  patient  evaluations  ol  regrowth  after  32  weeks  (8  months).  23%  ot  the  women  using  ROGAINE  had  al  least  moderate  regrowth  compared  with 
9%  of  those  using  a  placebo  No  regrowth  was  reported  by  43%  ol  the  group  using  ROGAINE  and  60%  ol  the  group  using  placebo 

How  soon  can  I  expect  results  from  using  ROGAINE? 

Studies  show  thai  the  response  time  to  ROGAINE  may  differ  greatly  Irom  one  person  to  another  Some  people  using  ROGAINE  may  see  results  taster  than 
others,  others  may  respond  with  a  slower  rate  ol  hair  regrowth  You  should  not  expect  visible  regrowth  in  less  than  4  months 

How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  is  a  hair-loss  treatment  not  a  cure  II  you  nave  new  hair  growth  you  will  need  to  continue  using  ROGAINE  to  keep  or  increase  hair  regrowth  II  you 
do  not  begin  to  show  new  hair  growth  with  ROGAINE  after  a  reasonable  period  ot  lime  lal  least  4  months),  your  doctor  may  advise  you  to  discontinue  using 
ROGAINE 

What  happens  If  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

Probably  not  People  have  reported  that  new  hair  growth  was  shed  after  Ihey  slopped  using  ROGAINE 

How  much  ROGAINE  should  I  use? 

You  should  apply  a  1  -mL  dose  ol  ROGAINE  twice  a  day  to  your  clean  dry  scalp,  once  in  the  morning  and  once  at  night  betore  bedtime  Wash  your  hands  after 
use  it  your  lingers  are  used  to  apply  ROGAINE  ROGAINE  must  remain  on  the  scalp  tor  at  least  4  hours  to  ensure  penetration  into  the  scalp  Oo  not  wash  your 
hair  lor  at  leasl  4  hours  alter  applying  it  II  you  wash  your  hair  belore  applying  ROGAINE  be  sure  your  scalp  and  hair  are  dry  when  you  apply  it  Please  reter 
lo  Ihe  Instructions  tor  Use  m  Ihe  package 

What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

Do  not  try  lo  make  up  lor  missed  applications  ol  ROGAINE  You  should  restart  your  twice-daily  doses  and  return  lo  your  usual  schedule 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Itching  and  other  skin  irritations  ol  the  treated  scalp  area  were  Ihe  most  common  side  effects  directly  linked  to  ROGAINE  in  clinical  studies  About  7  ol  every 
100  people  who  used  ROGAINE  (7%)  had  these  complaints 

Other  side  effects,  including  lighl-headedness,  dizziness,  and  headaches,  were  reported  both  by  people  using  ROGAINE  and  by  Ihose  using  Ihe  placebo 
solution  with  no  minoxidil  You  should  ask  your  doctor  lo  discuss  side  effects  ol  ROGAINE  with  you 

People  who  are  extra  sensitive  or  allergic  to  minoxidil,  propylene  glycol,  or  ethanol  should  nol  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  the  eyes  or  sensitive  skin  areas  It  ROGAINE  accidentally  gets  into 
these  areas  rinse  the  area  wlh  large  amounts  ol  cool  lap  water  Contact  your  doctor  it  the  irritation  does  not  go  away 

What  are  some  of  the  side  effects  people  have  reported? 

ROGAINE  was  used  by  3,857  patients  (347  lemales)  in  placebo-controlled  clinical  trials  Except  lor  dermatologic  events  (involving  Ihe  skin),  no  individual 
reaction  or  reactions  grouped  by  body  systems  appeared  to  be  more  common  in  the  minoxidil-treated  patients  than  in  placebo-treated  patients 

Dermitologic  irritant  or  allergic  conlact  dermatitis— 7  36%  Respiratory  bronchitis  upper  respiratory  infection  sinusitis— 7 16%  GJltroinletli 
nal:  diarrhea,  nausea,  vomiting— 4  33%,  Neurologic  headache,  dizziness  tamtness,  light  headedness — 3  42%  Musculoskeletal  fractures  back 
pain,  tendinitis .  aches  and  pains— 2  59%  Cardiovascular  edema  chest  pain  blood  pressure  increases  decreases,  palpitations,  pulse  rate  increases 
decreases— 1  53%.  Allerjic:  nonspecilic  allergic  reactions,  hives,  allergic  rhinitis,  lacial  swelling,  and  sensitivity— 1  27%.  Metabolic-Nutritional 
edema,  weight  gam— 1  24%  Special  Senses  coniunctmtis.  ear  infections  vertigo— 1  17%.  Genital  Trad:  prostatitis,  epididymitis,  vaginitis,  vulvitis, 
vaginal  discharge/itching— 0  91%,  Urinary  Tract:  urinary  tract  infections  renal  calculi,  urethritis— 0  93%,  Endocrine:  menstrual  changes,  breast 
symptoms— 0  47%  Psychiatric  anxiety,  depression,  latigue— 0  36%.  Hematologic  lymphadenopalhy  thrombocytopenia  anemia— 0  31% 

ROGAINE  use  has  been  monitored  tor  up  to  5  years,  and  there  has  been  no  change  in  incidence  or  severity  ot  reported  adverse  reactions  Additional 
adverse  evenls  have  been  reported  since  marketing  ROGAINE  and  include  eczema  hypertrichosis  (excessive  hair  growth),  local  erythema  (redness), 
pruritus  (itching),  dry  skin  scalp  flaking,  sexual  dysfunction,  visual  disturbances,  including  decreased  visual  acuity  (clarity),  increase  in  hair  loss  and 
alopecia  (hair  loss) 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Serious  side  effects  have  not  been  linked  to  ROGAINE  m  clinical  studies  However,  it  is  possible  that  they  could  occur  il  more  than  Ihe  recommended  dose  of 
ROGAINE  were  applied,  because  Ihe  active  ingredient  in  ROGAINE  is  Ihe  same  as  that  in  minoxidil  tablets  These  effects  appear  to  be  dose  related.  Ihat  is. 
more  effects  are  seen  with  higher  doses 

Because  very  small  amounts  ot  minoxidil  reach  the  blood  when  Ihe  recommended  dose  ot  ROGAINE  is  applied  to  the  scalp,  you  should  know  about  certain 
effects  that  may  occur  when  the  tablet  lorm  of  minoxidil  is  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries, 
an  effect  called  vasodilation  Vasodilation  leads  lo  fluid  retention  and  taster  heart  rate  The  following  effects  have  occurred  in  some  patients  taking  minoxidil 
tablets  lor  high  blood  pressure 

Increased  heart  tile  some  patients  have  leported  that  their  resting  heart  rale  increased  by  more  than  20  beats  per  minute 

Sslt  and  water  retention  weight  gain  ot  more  than  5  pounds  in  a  short  period  ot  time  or  swelling  otthetace,  hands,  ankles,  or  stomach  area 

Problems  breathing  especially  when  lying  down,  a  result  ot  a  buildup  ot  body  fluids  or  fluid  around  the  heart 

Worsening  or  new  attack  ol  angina  pectoris  brief  sudden  chest  pain 

When  you  apply  ROGAINE  to  normal  skin,  very  little  minoxidil  is  absorbed  You  probably  will  not  have  the  possible  effects  caused  by  minoxidil  tablets 
when  you  use  ROGAINE  If.  however,  you  experience  any  ol  Ihe  possible  side  effects  listed  above,  slop  usmq  ROGAINE  and  consull  your  doctor  Any  such 
effects  would  be  most  lik''y  if  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended  amounts 

In  animal  studies,  minoxidil,  in  much  larger  amounts  than  would  be  absorbed  Irom  topical  use  Ion  skin)  in  people,  has  caused  important  heart-struclure 
damage  This  kind  ot  damage  has  nol  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  effective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

People  with  a  known  or  suspected  heart  condition  or  a  tendency  tor  heart  failure  would  be  al  particular  risk  il  increased  heart  rate  or  tluid  retention  were  to 
occur  People  with  these  kinds  of  heart  problems  should  discuss  the  possible  risks  ot  treatment  with  their  doctor  if  they  choose  to  use  ROGAINE 

ROGAINE  should  be  used  only  on  the  balding  scalp  Using  ROGAINE  on  other  parts  ol  Ihe  body  may  increase  minoxidil  absorption,  which  may  increase  the 
chances  ol  having  side  effects  You  should  nol  use  ROGAINE  il  your  scalp  is  irritated  or  sunburned,  and  you  should  nol  use  it  it  you  are  using  other  skin 
treatments  on  your  scalp 

Can  people  with  high  blood  pressure  use  ROGAINE? 

Most  people  with  high  blood  pressure,  including  Ihose  taking  high  blood  pressure  medicine,  can  use  ROGAINE  but  should  be  monitored  closely  by  their 
doctor  Patients  taking  a  blood  pressure  medicine  called  guanethidine  should  nol  use  ROGAINE 

Should  any  precautions  be  followed? 

People  who  use  ROGAINE  should  see  their  doctor  1  month  after  starting  ROGAINE  and  at  least  every  6  months  thereafter  Stop  using  ROGAINE  it  any  of  the 
following  occur  salt  and  water  retention,  problems  breathing,  taster  heart  rate,  or  chesl  pains 

Do  not  use  ROGAINE  it  you  are  using  other  drugs  applied  to  the  scalp  such  as  corticosteroids,  retinoids,  petrolatum,  or  agents  that  might  increase 
absorption  through  the  skin  ROGAINE  is  tor  use  on  the  scalp  only  Each  1  ml  ot  solution  contains  20  mg  minoxidil  and  accidental  ingestion  could  cause 
unwan:<  ri  effects 

Are  then  pedal  precautions  for  women? 

Pregnant  women  and  nursing  mothers  should  not  use  ROGAINE  Also,  its  effects  on  women  during  labor  and  delivery  are  nol  known  Efficacy  in 
postmenopausal  women  has  not  been  studied  Studies  show  the  use  ol  ROGAINE  will  nol  affect  menstrual  cycle  length,  amount  ot  How,  or  duration  of  the 
menstrual  period  Discontinue  using  ROGAINE  and  consull  your  doctor  as  soon  as  possible  it  your  menstrual  period  does  nol  occur  at  the  expected  time 

Can  ROGAINE  be  t  «t  by  children? 

No.  the  safety  and  effectiveness  ot  ROGAINE  has  not  been  tested  in  people  under  age  18 

Caution:  Federal  law  prohibit  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 


Upjohn 
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The  Burning  Must  Stc 
NOW! 


The  world's  rain  forests  are  burnirt 
And  a  wealth  of  wildlife  is 
trapped  in  the  fires  path 

Rain  forests  occupy  just 
2%  of  the  earths  sur- 
face. Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96.000  acres  of  rain 
f<  irest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  no 
you  can  join  The  National  Arbor  Da 
Foundation,  the  world's  largest  tree 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Reset 

When  you  join,  you  will  help  estal 
lish  natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  rain  fore- 
area  the  size  of  a  football  field  goes 
up  in  smoke  You'd  better  call  now. 


The  National 

Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NO\ 

1-800-255-5500 


flMEDIA  I 


/HERE  BUYING  A  TICKET 

UTS  YOU  RIGHT  IN  THE  ACTION 


per-realistic  theme  parks,  games,  and  movies  cater  to  the  jaded  entertainment  appetite 


lywood  sold  $5.2  billion  worth  of  movie 
ets  in  the  U.  S.  and  Canada  in  1993. 
with  digital  technology  promising  a 
id  of  unlimited  television  channels, 
ie  entrepreneurs  think  it  will  take 
-e  than  Jurassic  Park  to  lure  folks  off 
<r  couches  olid  into  the  theater.  So 
U  will?  How  about  high-tech  movie 
ses  that  put  you  right  in  the  action  ? 
9  upstarts,  Iwerks  Entertainment  and 
xx  Corp.,  are  pioneering  this  next  gen- 
tian of  cinematic  thrills. 


FERKS:  PLAYPEN 
m  THE  '90s 


tanley  B.  Kinsey  operates  by  a  sim- 
'ple  precept  when  it  comes  to  enter- 
ling  people  in  today's  stay-at-home, 
dia- addled  society:  "If  you  can  excite 
m  with  rides  and  special  events, 
y'll  still  come  out,"  he  says.  Kinsey,  a 
mer  Walt  Disney  Co.  executive,  and 
laid  W.  Iwerks,  the  technical  whiz  be- 
d  Disneyland's  rides,  started  Iwerks 
certainment  Inc.  to  do  just  that. 
Jntil  now,  Iwerks,  which  was  founded 
1986  and  went  public  last  October, 
;  generated  most  of  its  $32  million  in 
3S  by  selling  simulator  rides  and  gi- 
-screen  theaters  to  museums,  theme 
■ks,  and  expositions.  But  Kinsey  is 
dng  the  moment  to  launch  a  chain 
ligh-tech  entertainment  centers  across 
!  U.  S.  and  in  Asia.  Iwerks  calls  these 
ations  Cinetropolises:  The  first  one 
;ned  in  January  at  the  Foxwoods  Ca- 
o  in  Ledyard,  Conn.  Just  as  Bell  At- 
tic and  Time  Warner  are  doing  with 
ne  entertainment,  Kinsey  and  Iwerks 
)e  that  they'll  be  able  to  redefine  the 
■viegoing  experience  by  marrying 
ns  with  digital  technology. 
thical  egg.  What  is  a  Cinetropolis? 
irt  with  a  a  cluster  of  specialty  thea- 
s  and  rides.  Then  supply  the  simula- 
-ride  technology  that  allows  you  to 
3  on  a  motorcycle  from  the  film  Robo- 
o.  Or  the  3-D  glasses  that  let  you  pi- 
a  virtual-reality  submarine  in  a  hunt 

the  mythical  egg  belonging  to  the 
ch  Ness  monster. 

Kinsey  thinks  the  Cinetropolis  is  the 


perfect  playpen  for  the  multimedia  age. 
At  a  cost  of  up  to  $18  million,  it's  a  lot 
cheaper  to  build  than  a  theme  park. 
And  each  occupies  only  50,000  square 
feet,  compact  enough  for  shopping  malls 
or  casinos.  At  Foxwoods,  one  can  buy  a 
$12.95  ticket  good  for  several  attrac- 
tions, including  a  ride  on  a  jet  fighter. 

Learning  from  theme  parks,  which 
are  expensive  to  refurbish  if  their  rides 
lose  favor  with  customers,  Iwerks  plans 
to  keep  the  Cinetropolises  fresh  by  con- 
stantly upgrading  them  with  new  en- 
tertainment software.  Keith  E.  Benja- 
min, an  analyst  at  Robertson,  Stephens 
&  Co.,  calculates  that  Iwerks  will  own  or 
operate  11  Cinetropolises  by  1996,  which 
would  generate  about  half  the  compa- 
ny's projected  $120  million  in  revenue. 

Iwerks  could  use  a  kick.  It  gets  40% 


of  its  revenue  from  selling  its  gizmos 
to  expositions,  mostly  overseas.  But 
there  are  no  expos  scheduled  through 
1995.  And  while  Iwerks  still  does  well 
with  theme  parks,  such  contracts  pro- 
vide little  recurring  revenue.  Combine 
that  with  startup  costs  for  the  Cinetrop- 
olises, and  Iwerks  lost  $1.9  million  on 
revenue  of  $15.6  million  in  the  first  half 
of  fiscal  1994. 

Kinsey  is  addressing  these  weakness- 
es with  a  strategy  of  acquisitions  and  de- 
velopment. On  Feb.  22,  he  announced  a 
deal  to  buy  rival  Omni  Films  Interna- 
tional for  $34  million.  Omni,  which  builds 
simulator  rides,  derives  more  than  70% 
of  its  revenue  from  overseas.  The 
Cinetropolises,  meanwhile,  will  help  Iw- 
erks generate  more  recurring  revenue. 

Still,  there's  no  guarantee  that  Cine- 
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tropolises  are  the  Holy  Grail.  Early  sales 
results  from  Foxwoods  are  solid,  if  un- 
spectacular. And  Iwerks  faces  competi- 
tion from  niche  rivals,  such  as  Imax, 
and  1  >i<jj  companies,  such  as  Matsushi- 
ta's MCA,  which  owns  42.8%  of  Cineplex 
Odeon  theaters.  MCA  Inc.  plans  to  put 
simulator  rides  and  virtual-reality  thea- 
ters in  its  multiplexes.  "They've  still  got 
a  long  road  ahead  of  them,"  says  MCA 
Executive  Vice-President  Charles  S. 
Paul.  Wall  Street  seems  to  agree:  After 
shooting  from  its  IPO  price  of  18  to  37, 
Iwerks'  stock  is  now  at  24%. 

Kinsey  and  Iwerks  have 
enlisted  partners  to  help 
achieve  their  dream.  Japa- 
nese trading  giant  Itochu 
plans  to  develop  at  least 
three  ( linetropolises  in  Japan 
in  the  next  three  years.  And 
Michael  Ovitz,  whose  talent 
agency  owns  4%  of  Iwerks,  is 
advising  the  company. 

Since  Hollywood  films  are 
a  key  ingredient  for  its  rides 
and  theaters,  Iwerks  may 
eventually  take  on  a  studio 
as  a  partner.  Allying  with  a 
studio  would  give  it  a  ready- 
made  supply  of  action  films 
on  which  to  base  its  electron- 
ic thrills.  For  the  studio,  it 
would  be  a  chance  to  get  yet 
another  use  out  of  a  movie. 

By  Ronald  Grover  in  Bur- 
bank,  Calif. 


IMAX:  A  'GOLD 
STANDARD'? 


through  an  ancient  civilization  buried 
beneath  North  America. 

Like  his  rivals  at  Iwerks,  Wechsler 
thinks  big:  "The  public  is  going  to  de- 
mand larger-than-life  attractions  outside 
the  home,"  he  says.  "Our  aim  is  to  pro- 
vide the  gold  standard."  Imax  wants  to 
help  construct  recreational  centers  with 
a  full  complement  of  big-screen  movies, 
simulator  rides,  and  interactive  attrac- 
tions. Its  first  big  project  is  a  650-seat 
theater  in  an  entertainment  complex 
Sony  Corp.  is  building  in  New  York  City. 


RETHINKING  A  THEATER  HEAR  YOU 

Some  high-tech  marvels  from  Iwerks  and  Imax 


BIG  SCREENS 


Giant  screens  in  unusual  configurations  make 
the  action  seem  bigger  than  life.  Shake  a  leg  in  a  360-degree 
disco,  or  watch  astronauts  walk  in  space. 


SIMULATOR  RIDES 


Viewers  sit  in  a  small  module,  which 
moves  along  with  events  on  the  screen.  How  about  a  ride  in 
the  time-traveling  DeLorean  from  Back  to  the  Future? 


VIRTUAL  REALITY 


Strap  on  electronic  3-D  glasses  and  ear 
phones  to  fly  a  plane  or  pilot  a  submarine  in  a  hunt  for  an 
egg  belonging  to  the  Loch  Ness  monster. 

DMA  COMPANY  REPORTS 


If  Iwerks  is  expanding  from 
simulator  rides  to  multime- 
dia theaters,  archrival  Imax 
Corp.  is  doing  almost  the  re- 
verse. Enthusiasts  know  this 
Toronto-based  company  for 
its  giant-screen  theater 
shows,  which  are  a  mecca  for 
visitors  to  the  Smithsonian 
Institution's  National  Air  & 
Space  Museum  in  Washington.  Its  new- 
est epic,  Destiny  in  Space,  with  footage 
shot  by  astronauts,  will  premiere  there 
in  June. 

Now,  Imax  Chairman  Bradley  Wech- 
sler wants  to  expand  into  simulator  rides 
and  interactive  videogames.  To  do  that, 
Imax  is  acquiring  a  company  owned  by 
special-effects  designer  Douglas  Trum- 
bull. Trumbull,  who  created  the  ground- 
breaking effects  in  the  film  2001:  A 
Space  Odyssey,  now  designs  simulator 
rides.  Most  recently,  Trumbull  created 
an  attraction  for  the  Luxor  casino  in 
Las  Vegas  that  features  a  journey 


HAIL  COLUMBIA.'  ON  A  GIANT  SCREEN  AT  CAESARS  PALACE 


To  fill  all  650  seats,  Imax  and  Sony's 
TriStar  Pictures  are  co-producing  a  3-D 
film.  Called  Wings  of  Courage,  the  35- 
minute  movie  will  use  Imax'  state-of- 
the-art  3-D  film  process  and  a  new 
sound  system,  "personal  sound  environ- 
ment." Viewers  will  strap  on  a  light- 
weight headset  with  electronic  glasses 
and  tiny  speakers. 

For  Imax,  building  the  theaters  is  the 
easy  part.  The  company  burst  on  the 
scene  during  Montreal's  Expo  67,  where 
it  constructed  one  of  the  first  giant - 
screen  theaters.  Since  then,  it  has  built 
106  theaters  in  the  U.  S.,  Canada,  and  17 


other  countries,  mostly  at  museums  a 
theme  parks. 

The  hard  part  for  Imax,  though,  v 
be  financing  its  move  into  multime* 
centers.  Each  one  will  likely  cost  at  le 
$15  million,  so  the  company  can  only 
ford  to  build  them  with  partners  such 
Sony.  Last  year,  Imax  generated  recc 
revenues  of  $90  million.  Profits  at  1 
privately  held  company  are  undisclos 
though  executives  say  it  is  in  the  bla| 
Still,  Graeme  Ferguson,  one  of  its  fou 
ers,  complains  that  the  company  "j 
always  found  it  very  diffk 
to  raise  capital." 

That's  why  Ferguson 
his  partners  put  Imax  up 
sale  a  few  years  ago.  In  J 
uary,  as  Wall  Street  was 
ivating  over  multime 
plays,  they  finally  founc 
taker.  Wechsler,  his  parti 
Richard  Gelfond,  and  a  fi 
managed  by  Wasserst 
Perella  Group  Inc.,  agreed 
buy  Imax  for  $100  milli 
"Our  aim  is  to  expand  In 
very  rapidly,"  says  Wechs 
a  former  investment  ban! 
who  owns  stakes  in  eve 
thing  from  radio  stations 
an  oil  exploration  compa 
To  do  that,  Imax  may  ev 
tually  go  public. 
i-wars.  Like  Iwerks,  Ima 
also  courting  partners  in 
entertainment  and  techn 
gy  industries.  Wechsler  s 
that  Hollywood  studios  u 
to  shun  his  company  beca 
it  didn't  have  enough  tl 
ters.  Now,  with  contract; 
build  .32  more  theaters,  S 
and  others  are  starting 
take  notice.  Imax  doe 
have  Hollywood  heavywei 
Michael  Ovitz  to  flack  foi 
But  Wechsler  thinks  his  c 
pany  has  some  other  ad\ 
tages  over  Iwerks.  For 
thing,  Imax  is  known  as 
more  pioneering  companj 
the  technology  front.  It  typically  pc 
up  to  $6  million  into  each  of  its  theat 
Iwerks,  by  contrast,  tends  to  focus  n 
on  marketing. 

Which  formula  will  work?  Natur 
Wechsler  argues  for  his  Tiffany 
proach:  "The  winner  will  be  based 
on  who  can  cut  the  most  corners,' 
says,  "but  on  who  can  provide  the  h 
est-quality  experience."  Whoever  Vv 
the  I-companies  are  embarking  o 
high-tech  rivalry  every  bit  as  spirit© 
the  old-time  feuds  between  Samuel  C 
wyn  and  Louis  B.  Mayer. 

By  William  C.  Symonds  in  Tor 


76  BUSINESS  WEEK/MARCH  7,  1994 


Starting  today 
american  express  is 
helping  corporations 
revolutionize 
purchasing. 


Introducing  the  Corporate  Purchasing  Card. 


paperwork.  In  fact,  it  costs  as  much  as  $100  to  process 
the  average  purchase  order,  check,  and  forms  —  even 
for  a  $10  stapler. 


Every  time  your  corporation  buys  something,  you  pay 
twice.  Once  for  the  item,  and  once  again  for  the 


♦  Improve  control  with  spending  limits,  compliance 
reporting  and  comprehensive  monthly  purchasing 
information  that  can  include  sales  tax. 


♦  Enroll  your  suppliers  through  customized  programs. 


Furthermore,  the  Card  benefits  suppliers  w  ith  faster 


Now  there's  a  new  standard  for  purchasing: 


pay,  reduced  processing  costs  and  improved  customer 


The  American  Express"  Corporate  Purchasing  Card. 
The  Card  is  uniquely  designed  to: 


service.  Which  makes  this  a  revolution  where  every- 


body w  ins.  T)  find  out  more,        ■  Corporate 
call  us  at  l  800  445-4880,  8  Purchasing 


♦  Streamline  the  entire  purchasing  process  by  elimi- 
nating costly  paperwork  and  consolidating  invoices. 


©1994  American  Expre:*  Travel  Related  Services  Company,  Inc. 


you  have  in  estate  and  other  taxes. 


All  your  hard-earned  money.  And 


where's  it  going?  Unfortunately,  you 


may  pay  as  much  as  two  thirds  of  what 


he  late  nights.  The  lost  weekends. 


And  as  unjust  as  this  seems,  it's  just 


one  example  of  how  lack  of  planning  can  seriously  reduce  your  net  worth.  At  CIGNA 
Financial  Advisors,  we  help  people  with  high  net  worth  keep  more  of  what  they  have. 
We  develop  strategies  that  not  only  preserve  assets,  but  help  make  them  grow.  We 
provide  planning  services  and  insurance  and  investment  products  to  address  a  wide 
range  of  estate,  retirement  and  business  succession  issues.  We  believe  your  money 
should  go  lots  of  places.  Down  the  drain  isn't  one  of  them.  Contact  Edward  Berube, 
President,  CIGNA  Financial  Advisors,  Inc.,  S-303,  Hartford,  CT  06152.  203.726.6409. 


CIGNA  Financial  Advisors 
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RESEARCH  I 


COULD  AMERICA  AFFORD 
THE  TRANSISTOR  TODAY? 


Corporations  and  government  are  less  willing  to  fund  cutting-edge  research — and  that  raises  alarn 


ot  long  ago,  Michael  Roukes  was 
a  top  physicist  at  Bell  Communi- 
cations Research  Inc.  (Bellcore) 
in  Red  Bank,  N.  J.  He  had  a  modern 
lab  and  the  freedom  to  study  his  special- 
ty: the  movement  of  electrons  in  bits 
of  semiconductor  material— research  he 
says  might  lead  to  "the  smaller  transis- 
tors of  the  future."  Then,  in  1991,  Bell- 
core stopped  most  long-term  research 
in  physics  to  focus  on  the  immediate 
needs  of  its  customers,  the  Bell  phone 
companies.  Dozens  of  scientists  were  let 
go,  including  Roukes,  who  landed  a 
tenured  post  at  California  Institute  of 
Technology.  "It  took  years  for  Bellcore  to 
build  one  of  the  best  corporate  research 
labs,"  Roukes  laments,  "but  only  a  few 
months  for  it  to  be  smashed." 

Bellcore's  new  emphasis  on  quick  re- 
sults is  part  of  the  most  sweeping  redi- 
rection in  U.  S.  science  since  World  War 
II.  For  50  years,  the  powerhouse  team 
of  the  federal  government,  universities, 
and  corporate  labs  has  awed  the  world: 


U.  S.  research  universities  are  No.  1,  and 
Americans  dominate  the  Nobel  prizes. 
But  the  cold  war's  end,  pressures  of  glo- 
bal competition,  and  budgetary  strin- 
gency are  forcing  a  rethinking  of  how 
and  why  the  U.  S.  does  science.  "We 
need  a  new  contract  between  science 
and  government  that  responds  to  the 
challenges  and  opportunities  of  the  21st 
century,"  says  Representative  Rick 
Boucher  (D-Va.),  chairman  of  the  House 
subcommittee  on  science.  To  many,  that 
means  refocusing  America's  2.5  million 
scientists,  700  government  labs,  and  hun- 
dreds of  university  labs  on  near-term 
goals— such  as  boosting  competitiveness 
or  healing  social  ills. 

Corporate  labs  already  are  leading 
the  charge,  from  AT&T  to  Exxon  to  IBM. 
From  1986  to  1990,  industry  cut  its  long- 
term  research  funding  by  15%,  estimates 
economist  Edwin  Mansfield  of  the  Uni- 
versity of  Pennsylvania.  Texas  Instru- 
ments Inc.,  co-inventor  of  the  integrated 
circuit  and  other  breakthroughs,  is  now 


pursuing  just  one  big  basic-research  pi 
ject:  to  develop  tiny,  superfast  integrj 
ed  circuits.  DuPont  Co.,  creator  of  nyli 
and  Kevlar,  has  trimmed  its  long-teft 
research  from  dozens  of  areas  to  "oil 
five,"   says   Alexander  MacLachhw 
DuPont's  newly  retired  senior  vice-prA 
ident  for  research  and  development.  1 
get  relevant,  or  else.  Researchers  \J 
flee  to  academe  fear  that  the  trend  ir  i 
spread  there  as  well.  Washington,  wh 
spent  $76  billion  on  R&D  last  year,  fur 
most  of  the  nation's  $26  billion  in  ba 
research,  mostly  in  universities  (char! 
page  82).  Now,  Congress  has  given  t 
National  Science  Foundation  a  startlij 
order:  spend  60%  of  its  $2  billion 
search  budget  on  projects  deemed  r<j 
vant  to  national  needs.  Depending 
how  "relevance"  is  defined,  the  eff 
could  be  dramatic.  If  the  NSF  does! 
pursue  "activities  where  science  les 
to  technology,  products,  and  jobs,"  ss 
Senator  Barbara  A.  Mikulski  (D-M< 
her  appropriations  subcommittee  nt 


As  an  unpredict- 
able blend  of 
serendipitous  dis- 
coveries and  blind 
alleys,  science  is 
hard  to  categorize. 
Since  much  funda- 
mental new  knowl- 
edge has  practical 
applications,  for  in- 
stance, it's  difficult 
to  label  research  as 
basic  or  applied. 
But  distinctions  can 
be  made.  Here's 
where  the  U.S.  is 
heading  in  various 
types  of  research, 
which  totaled 
$160.8  billion  in 
spending  in  1993: 


TYPE  OF  RESEARCH 


FUNDAMENTAL 
UNDIRECTED  RESEARC 


FUNDAMENTAL 
DIRECTED  RESEARCH 


MEDIUM-  TO  LONG-Ti 
MEZZANINE  RESEARCI 


PRODUCT 
DEVELOPMENT 
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SCIENCE  &  TECHNO 


GROWTH 
IN  R&D 


ti  its  budget  by  up  to  two-thirds, 
he  Clinton  Administration,  mean- 
,  is  boosting  spending  at  other  agen- 
on  "commercially  important"  tech- 
nics, such  as  clean,  fuel-efficient  cars 
flat-panel  displays.  That  change  and 
ilski's  ultimatum  have  researchers 
ing  a  squeeze  on  fundamental  sci- 
:.  Last  fall,  Congress  voted  to  kill 
$11  billion  Supercon- 
,ing  Supercollider 
I,  the  nation's  larg- 
>asic-science  project. 

Clinton's  proposed 

budget  calls  for  a 
hike  in  basic  re- 
ch— an  inflation-ad- 
id  cut. 

le  stakes  involved  in 

decisions  are  huge. 
1  World  War  II,  ba- 
cience  was  a  low  pri- 
'  in  the  U.  S.,  where 
stries  such  as  tex- 

chemicals,  and  steel 
i  built  upon  the  discoveries  of  Euro- 
i  researchers.  With  the  free  world's 
ival  suddenly  challenged,  however, 
hington  tunneled  millions  into  sci- 

projects  that  led  to  the  atom  bomb, 
meed  radar,  and  new  medicines. 
;  war  effort  taught  us  the  power  of 
luately  supported  research  for  our 
fort,  our  security,  our  prosperity," 
,e  Franklin  D.  Roosevelt's  science 
ser,  Vannevar  Bush.  In  his  classic 

report,  Science— The  Endless  Fron- 

Bush  argued  that  public  fund- 
:or  science  would  lead  to  new  prod- 
,  new  industries,  and  higher  living 
dards. 

)  a  large  extent,  Bush  was  right. 


70      75      '80      '85  '90 
A  BILLIONS  OF  CONSTANT  1987  DOLLARS 
DATA:  NATIONAL  SCIENCE  FOUNDATION 


U.  S.  wartime  discoveries  fueled  growth 
in  the  aerospace,  nuclear-power,  drug, 
and  electronics  industries.  Over  the  next 
four  decades,  fundamental  research  pro- 
duced transistors,  lasers,  and  molecular 
biology— the  foundations  of  America's 
world-leading  computer,  communications, 
and  biotech  industries.  For  companies 
to  curtail  such  work  now  is  bad  enough, 
scientists  say.  If  Wash- 
ington does,  too— even  as 
Japan  boosts  basic  re- 
search spending  by  dou- 
ble digits  annually— en- 
tire industries  may  never 
be  born.  "If  we  stop 
pushing  the  frontier,  the 
whole  innovation  process 
will  eventually  crumble," 
warns  James  C.  Sturm, 
professor  of  electrical  en- 
gineering at  Princeton 
University. 

While  granting  that, 
however,  critics  see  a 
flaw  in  the  current  approach:  Just  creat- 
ing knowledge  hasn't  guaranteed  profits 
for  whoever  foots  the  bill.  "Congress 
has  noticed  that  the  Japanese  have 
wiped  us  up  in  the  automobile  and  elec- 
tronics industries . . .  with  our  own  sci- 
ence," says  Robert  J.  Hermann,  senior 
vice-president  for  science  and  develop- 
ment at  United  Technologies  Corp.  VCRs, 
flat-panel  displays,  and  compact-disk 
players,  for  instance,  are  based  on  U.  S. 
research  that  wasn't  exploited  at  home. 
The  rising  debate  over  how  to  avoid 
such  failures  adds  up  to  "the  greatest 
ferment  over  the  role  of  science  in  the 
past  40  years,"  says  House  Science  Com- 
mittee Chairman  George  E.  Brown  Jr. 


(D-Calif.).  That's  because  any  errors  will 
be  long-lasting.  A  "new  paradigm  will 
emerge,"  says  Venky  Narayanamurti, 
dean  of  engineering  at  the  University 
of  California  at  Santa  Barbara.  "Hopeful- 
ly, we  will  call  it  correctly,  but  we  will 
only  know  that  far  in  the  future." 

Those  who  argue  that  science  should 
be  more  relevant  do  have  some  good 
ammunition.  "Over  the  past  40  years, 
the  grounding  between  research  and 
real  problems  has  become  weaker,"  says 
John  Seely  Brown,  director  of  Xerox 
Corp.'s  Palo  Alto  Research  Center 
(PARC).  For  instance,  discoveries  in  such 
areas  as  quantum  physics  laid  the 
groundwork  for  the  transistor  and  the 
laser.  But  new  advances  in  high-energy 
physics  are  so  arcane  that  even  scien- 
tists don't  see  many  payoffs.  That's  part- 
ly why  Congress  axed  the  ssc. 
BLOCKBUSTERS.  Beyond  that,  the  path 
to  innovation  is  changing  in  favor  of  ma- 
nipulating existing  technologies.  Or  so 
finds  a  study  by  Don  E.  Kash,  professor 
of  public  policy  at  George  Mason  Univer- 
sity in  Fairfax,  Va.  Kash  compared  the 
30  products  having  the  highest  world 
sales  in  1970  with  1990's  top  30.  The 
1970  list  was  dominated  by  chemicals, 
petroleum  derivatives,  metals,  plastics, 
and  drugs— many  the  results  of  lab  dis- 
coveries. By  1990,  however,  assembled 
products— consumer  electronics,  comput- 
ers, cars,  planes,  and  telecommunica- 
tions gear— led  the  top  30.  Currently, 
"70%  of  new  ideas  come  out  of  manufac- 
turing and  marketing,  not  R&D,"  Kash 
says.  "There's  still  a  hell  of  a  benefit 
from  a  breakthrough.  But  that's  not 
where  the  action  is." 

This  realization  arrives  just  as  the 


WHAT  IT  IS 


driven  by  curiosity  and 
ch  for  basic  knowledge. 


m  research  exploring  bo- 
omena-but  with  a  specific 
nind.  In  many  cases, 
lers  still  have  freedom  to 
nexpected  avenues. 

id  applied  research  that 
'ansform  bold  ideas  into 
)es  of  products.  It's  expen- 
I  high-risk,  since  many 
on't  pan  out. 

prototypes  into  products 
king  existing  products  bet- 
Ives  developing  improve- 
manufacturing  processes 
sting  customer  needs. 


WHO  DOES  IT 


Federally  funded  scientists  and 
graduate  students  at  research 
universities. 


Universities  backed  largely  by 
government  grants,  national  la- 
boratories, and  such  large  corpo- 
rate labs  as  Bell  Laboratories  or 
IBM's  Thomas  J.  Watson  lab. 

Mainly  company  laboratories, 
but  some  universities  as  well. 


Engineers,  manufacturing  experts, 
and  marketing  departments  of 
company  business  units. 


TRENDS 


Growth  of  funding,  largely  from 
Washington,  has  slowed.  The 
number  of  scientists  has  risen 
much  faster,  so  that  the  odds  of 
finding  money  are  falling. 

Significant  cutbacks  in  industry 
labs  since  the  mid-1980s  and 
slower  growth  in  government 
grants. 


Major  cuts  by  big  players  such  as 
DuPont,  Texas  Instruments,  Bell 
Labs,  and  Bellcore. 


CONCERNS 


Congress  is  pressuring  scientists 
to  link  more  research  to  national 
needs.  Researchers  fear  that  this 
will  undercut  U.S.  science 
and  competitiveness. 

U.S.  companies  may  be  short- 
changing their  future  by  failing 
to  make  fundamental  advances 
in  technologies  that  will  underlie 
future  products. 

U.S.  companies  will  lose  out  to 
companies  in  countries  such  as 
Japan  that  are  boosting  the 
resources  they  put  into  such 
research. 


Competitiveness  pressures  have  Some  worry  that  cuts  in  research 

forced  U.S.  companies  to  become  will  slow  down  the  flow  of  new 

more  efficient.  Development  ideas  and  eventually  stunt 

projects  are  getting  a  larger  share  development  as  well, 
of  R&D  spending. 
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cold  war's  end  prompts  Congress  to 
scrutinize  a  federal  R&D  budget  that  is 
60%  defense-related.  The  inquiry  will 
uncover  a  discomfiting  truth:  "A  peace- 
time economy  can't  absorb  [discoveries] 
nearly  as  rapidly  as  a  cold  war  one," 
says  Bellcore  President  George  H.  Heil- 
meier.  "We've  got  this  marvelous  re- 
search engine  that  generates  more  tech- 
nology than  the  system  can  invest  in 
and  deploy." 

unkind  CUTS.  More  and  more  profit-con- 
scious executives  agree.  After  several 
years  of  cutbacks,  major  U.  S.  compa- 
nies spend  less  than  22%  of  R&D  on  long- 
term  projects,  vs.  nearly  50%  by  their 
counterparts  in  Japan,  estimates  the  in- 
dustry-sponsored Council  on  Competi- 
tiveness. This  year  may  bring  the  un- 
kindest  cuts  of  all:  In  a  survey  by  the 


only  to  see  Apple  Computer  Inc.  com- 
mercialize it.  IBM  developed  high-speed 
RISC  microprocessors,  but  Hewlett-Pack- 
ard and  Sun  Microsystems  made  them  a 
success.  American  Telephone  &  Tele- 
graph Co.,  despite  its  vaunted— and  ex- 
pensive—Bell Labs,  today  is  challenged 
by  upstarts  MCI  and  Sprint,  which  do 
little  research. 

Instead  of  examining  itself,  "manage- 
ment is  taking  the  stick  to  researchers," 
says  physicist  and  IBM  veteran  Jerry  M. 
Woodall.  Adds  Ralph  E.  Gomory,  presi- 
dent of  the  Alfred  P.  Sloan  Foundation 
and  former  senior  vice-president  for  sci 
ence  and  technology  at  IBM:  "We  need  to 
do  better  translating  science  into  industry. 
But  you  don't  do  that  by  killing  science." 

In  fact,  scientists  argue,  corporate 
cutbacks  are  leaving  two  widening  gaps 
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Industrial  Research  Institute  of  253  big 
R&D  spenders,  41%  said  they  would  re- 
duce total  R&D  in  1994,  vs.  20%  that 
plan  increases.  Three  times  as  many 
plan  to  cut  long-term  research  funding 
as  to  raise  it.  At  Tl,  says  Senior  Vice- 
President  Pallab  Chatterjee,  the  aver- 
age payoff  required  of  long-term  re- 
search has  "come  down  from  10  years 
in  the  mid-1980s  to  about  5."  At  some 
companies,  horizons  are  much  shorter: 
just  two  years  at  Communication  Intelli- 
gence Corp.,  a  Redwood  Shores  (Calif.) 
handwriting-recognition  company,  says 
John  S.  Ostrem,  R&D  vice-president. 

Hold  on!  says  Robert  W.  Lucky,  vice- 
president  for  research  at  Bellcore:  These 
trends  mean  "we're  going  too  far  in  the 
short-term  direction."  Worse,  argue  ex- 
perts such  as  Eastman  Kodak  Chief  Ex- 
ecutive George  M.C.  Fisher,  such  steps 
are  based  on  a  fallacy.  Many  failures  of 
U.  S.  companies  to  roll  out  new  prod- 
ucts lie  not  in  research,  they  say,  but  in 
flawed  business  visions.  Xerox  invented 
kej  i  lements  <  »f  I  he  pi  n  sonal  com]  ml  er 


in  R&D.  One  is  in  "mezzanine"  research- 
developing  a  prototype  from  a  promising 
idea,  such  as  using  holograms  to  store 
vast  amounts  of  computer  data.  This  re- 
search, which  can  be  basic  or  applied,  is 
"high-risk,  high-cost,"  says  Linton  Sal- 
mon, program  manager  for  micro-electro- 
mechanical systems  at  the  nsf.  "That's 
why  everyone  is  getting  out  of  it." 
vacuum  cleanup.  The  next  gap  comes 
below  the  mezzanine— in  the  "ground 
floor"  research  that  leads  to  new  ideas  in 
the  first  place.  It  doesn't  have  to  be 
blue-sky.  Bell  Labs  invented  the  tran- 
sistor in  1947,  for  example,  while  try- 
ing to  find  a  more  reliable  replacement 
for  vacuum  tubes.  But  researchers  are 
free  to  explore  promising  or  perplexing 
avenues,  even  those  far  from  the  start- 
ing point.  In  this  research,  obstacles  typ- 
ically present  opportunities.  "A  barrier 
may  tell  me  more  about  how  some  piece 
of  the  world  works,"  explains  Brown  of 
Xerox'  PARC.  Given  industry  cutbacks 
and  the  proposed  earmarking  of  more 
federal  funds  for  goal-oriented  research, 


"it's  now  legitimate  to  ask  who  wil 
long-term,  more  basic  research  in 
future,'  says  Bellcore's  Heilmeier. 

Take  one  example.  In  the  late  19 
scientists  at  Massachusetts  Institut 
Technology's  Lincoln  Laboratory  1 
making  gallium-arsenide  transistor: 
fast  circuits  when  a  temperature 
function  caused  the  material  to  b 
di  n  with  too  much  arsenic.  That  ma< 
i  seless  for  transistors,  but  Jerry 
Jail  at  IBM's  Thomas  J.  Watson 
found  that  the  arsenic  had  formed  1 
lumps  within  the  material.  Not  only 
that  uncovered  a  "whole  new  phj 
phenomenon,"  he  saj's,  but  the  matei 
unique  properties  are  leading  to 
devices  as  ultrafast  light  detector 
the  Information  Superhighway. 
Problem  is,  this  work  no  longer 
Big    Blue's  immec 
business  needs,  accor 
to  Woodall.  So  he 
last  July  for  Purdue 
versity— where  he 
worries  that  indu 
and  government  sup 
for  this  kind  of  pre 
could  dry  up.  "If  no! 
supports  blue-sky 
search,  10  years 
now    we  won't 
things  like  my  new 
vices,"  he  says.  Scien 
across  the  country 
of  similar  fates  for  o 
ideas  such  as  longer 
ing  rubber,  new  typi 
memory  chips,  mi 
scopic  machines,  anc 
novative  ways  to  cap 
both  electronically 


color  images 
with  chemicals. 

A  project  at  Xerox  shows  how  si 
sighted  this  can  be.  Instead  of  d 
R&D  just  to  improve  the  printhead 
its  copiers  and  laser  printers,  Xe 
PARC  has  pioneered  a  way  of  mal 
thin  transistors  from  a  material  ct 
amorphous  polysilicon.  The  work  has 
to  new  technologies  for  flat-panel 
plays  and  scanning— plus  a  laser  prii 
"From  going  into  a  problem  de< 
enough,  we  can  now  project  ente 
three  new  market  segments,"  s 
Brown.  "If  we  were  just  preoccu] 
with  printheads,  we  would  never  \ 
seen  these  other  opportunities." 

There  are  signs  that  Washingt 
techno-wonks  see  the  threat  to  1< 
term  science.  "We  have  focused  on 
commercialization  problem,  with 
sense  that  research  is  just  fine,"  i 
one  Administration  analyst.  "Now 
time  to  focus  on  research."  So  whil 
pushes  a  $1  billion  plan  to  devel(j 
clean,  efficient  car,  the  White  Hous( 
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memos,  also  has  told  government  agen- 
cies to  make  "vigorous  support  for  basic 
research  a  top  priority."  And  in  late  Jan- 
uary, it  held  a  high-powered  public  meet- 
ing to  discuss  how  to  keep  the  U.  S. 
ahead  in  basic  science. 

While  no  comprehensive  vision  has 
yet  emerged,  business  WEEK  interviews 
with  75  government,  industry,  and  scien- 
tific leaders  turned  up  many  interest- 
ing ideas.  Experts  advocate  a  balancing 
act  involving  cuts  in  areas  where 
progress  has  slowed,  such  as  high-ener- 
gy physics,  plus  new  investments  in  dis- 
ciplines where  rapid  advances  promise 
payoffs,  such  as  molecular  biology  and 
information  sciences.  Meantime,  says 
Phillip  A.  Griffiths,  director  of  Prince- 
ton's Institute  for  Advanced  Study,  it's 
critical  to  maintain  the  scientific  talent  to 
power  up  research  if  once-sleepy  fields 
are  transformed  by  discoveries.  To  do 
that,  Sloan's  Gomory  advocates  a  two- 
part  approach:  Make  sure  that  the  U.  S. 
stays  on  the  cutting  edge  in  all  major 
areas  of  science.  Then,  in  those  areas 
that  promise  hefty  returns,  boost  fund- 
ing for  results-oriented  work. 
Solomonic  science.  Though  still  broad, 
that  approach  would  lead  to  painful  ad- 
justments, not  least  of  all  for  univer- 
sities. Big  increases  in  science  spending 
led  to  a  41%  jump  from  1977  to  1989  in 
the  number  of  U.  S.  scientists  with  doc- 
torates—not all  of  them  grade-A  re- 
searchers. "One  outstanding  scientist  can 
do  100  or  1,000  times  more  than  some- 
one who  is  almost  as  good,"  says  Caltech 
President  Thomas  E.  Everhart.  In  any 
case,  this  army  of  scientists  is  pursuing 
too  many  mediocre  projects,  adds  Bruce 
Alberts,  president  of  the  National  Acad- 
emy of  Sciences.  The  solution,  experts 
say,  is  to  eliminate  redundant  work,  fund 
excellence,  and  demand  more  results. 
Such  moves  might  produce  better  sci- 
ence while  freeing  money  for  such  ef- 
forts as  the  Commerce  Dept.'s  Advanced 
Technology  Program  (box),  which  pro- 
motes mezzanine  research. 

Crafting  just  the  right  policy  will  be 
difficult  and  risky.  The  ultimate  goal 
must  be  to  keep  basic  science,  mezzanine 
research,  and  product  development 
healthy— while  still  producing  short-term 
results.  "We  are  talking  about  the  wis- 
dom of  Solomon  here,"  says  Mary  Lowe 
Good,  Commerce  Under  Secretary  for 
technology.  But  compared  with  charting 
a  new  R&D  path  for  the  nation,  Solo- 
mon's task  seems  simple:  He  had  only  to 
decide  which  of  two  women  was  the 
mother  of  the  child  they  both  claimed. 

By  John  Carey  in  Washington,  with 
Robert  D.  Hof  in  Palo  Alto,  Calif.,  Emily 
T.  Smith  in  New  York,  Peter  Burrows  in 
Dallas,  and  Resa  King  in  Hartford 


FOR  RISKY  R&D, 
A  SWEETENER  FROM  UNCLE  SAM 


James  M.  Daughton  nearly  was  a 
victim  of  the  growing  aversion 
to  long-term  research.  In  1989, 
he  left  Honeywell  Inc.  to  start  Nonvol- 
atile Electronics  Inc.,  based  in  Min- 
neapolis. But  when  his  company  ran 
short  of  money,  Daugh  ton's  dream  of 
making  a  memory  chip  that  "remem- 
bers" even  when  the  power  is  off  be- 
gan to  fade. 

Then,  aid  arrived  from  an  unlikely 
source:  the  Commerce  Dept.  Through 
its  new  Advanced  Technology  Program 
(atp),  the  agency  doled  out  11  initial 
awards,  worth  $45.7  million,  in  April, 
1991.  Daughton  got  $1.7  million  over 


BELL  LABS'  BJORKHOLM  (FRONT)  WON  AN  ATP  GRANT  FOR 
ULTRAPRECISE  MIRRORS  USED  TO  ETCH  CIRCUITS  ON  CHIPS 


three  years,  Nonvolatile  developed  a 
one-megabit  chip,  and  Daughton  is  now 
working  on  a  better  version.  Alone, 
the  program  won't  make  a  dent  in  the 
nation's  basic-research  deficit.  Still,  its 
ripples  might.  Many  awards  go  to  con- 
sortiums or  other  groups.  That  makes 
companies  cooperate  on  projects,  boost- 
ing efficiency. 

The  ATP's  ultimate  goal  is  to  fund 
technologies  with  wide  benefits  but 
with  risks  or  costs  too  steep  for  com- 
panies to  undertake  alone,  says  Arati 
Prabhakar,  director  of  Commerce's  Na- 
tional Institute  of  Standards  &  Tech- 
nology (nist).  To  make  sure  compa- 
nies are  serious,  they  must  risk  their 
own  money  as  well.  The  program  bare- 
ly survived  the  Bush  Administration, 
which  hated  any  hint  of  industrial  pol- 
icy. But  it's  a  darling  of  Congress  and 
the  protechnology  Clintonites.  The 
ATP's  budget  rose  from  $68  million  in 
fiscal  1993  to  nearly  $200  million  in 


1994.  Clinton  plans  to  raise  it  to  $4! 
million  in  1995.  "Our  dollars  are  a  ce 
alyst  for  change,"  says  Prabhakar. 

One  believer  is  physicist  John  ]| 
Bjorkholm  at  AT&T  Bell  Labs.  Bjorl 
holm  was  working  on  a  practical  effoi 
developing  X-ray  lithography  for  prii 
ing  ultrasmall  circuits.  But  not  evi 
Bell  Labs  was  willing  to  build  a  cruc; 
and  expensive  part  of  the  device 
superprecise  mirrors  to  reflect  and  1 
cus  the  X-rays.  After  Bjorkholm  won 
$2  million  atp  award,  Bell  Labs  thre 
in  $2.4  million.  Most  of  the  money  h 
gone  to  small  optics  companies  th 
are  building  the  mirrors.  Bjorkhol 
says  that  whatever  ha 
pens,  the  money  was  wi 
spent:  "Even  if  they  cai 
get  to  the  point  we  nei 
to— which  would  be  a  d: 
aster  for  our  program 
the  improvements  th 
make  will  benefit  the  e 
tire  optics  industry."  Su 
efforts  fall  short  of  fillii 
U.  S.  industry's  R&D  ga{ 
however.  So  to  focus  ti 
ATP's  impact,  Prabhak 
plans  to  select  four  are 
for  most  of  its  funding 
BAD  PICKS?  The  progra 
isn't  home  free  yet.  Ui 
versities  worry  th 
boosts  for  industry  eve 
tually  will  mean  less  for  them.  A 
other  challenges  await  the  ATP  oh] 
the  honeymoon  ends.  Supporters  frj 
that  each  failure— one  company  in  t 
first  round  has  already  folded— will 
cited  by  free-marketers  as  evidenj 
that  Washington  shouldn't  pick  w 
ners  and  losers. 

Another  worry  is  that  compani 
turned  down  for  ATP  awards  will  co 
plain  of  favoritism  to  Congress  < 
worse,  persuade  home-state  lawmz 
ers  to  earmark  the  ATP's  money  i| 
pork-barrel  projects.  "There  is  cc 
stant  pressure  from  the  Hill,"  sa 
Prabhakar.  "But  the  power  of  this  pi 
gram  is  that  it  is  merit-based.  A 
we're  committed  to  making  sure 
stays  that  way." 

If  she  can  do  that,  the  ATP  u 
make  a  difference  for  more  Daughtc 
and  Bjorkholms— and  may  help  cu 
America's  R&D  ills. 

By  John  Carey  in  Gaithersburg,  A. 
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relationships  with  its  clients.  Combining  its  long  experience  as  a  leading  agent  for  Japan's 
industrial  growth  and  prosperity  plus  broad  capabilities  in  research  and  analysis,  IBJ  can 
give  you  unmatched  access  to  global  financial  and  capital  markets. 

Why  follow,  when  you  can  lead— in  global  financial  partnership  with  the  Industrial 
Bank  of  Japan. 


Your  Resourceful  Bank 

INDUSTRIAL  BANK  OF  JAPAN 

Head  Office:  3-3,  Marunouchi  1-chome,  Chiyoda-ku,  Tokyo  100,  Japan   Phone:  81 -(3)3214-1111  Telex:  J22325 
Overseas  Network:  New  York/Los  Angeles/Chicago/Atlanta/San  Francisco/Houston/Washington/Toronto/Vancouver/Mexico/ 
Panama/Sao  Paulo/Grand  Cayman/Nassau/London/Paris/Madrid/Milan/Frankfurt/Dusseldorf/Berlin/Luxembourg/ZurichA/ienna/Bahrain/ 
Singapore/Hong  Kong/Shanghai/Dalian/Bei|ing/Guangzhou/Bangkok/Labuan/Kuala  Lumpur/Jakarta/Seoul/Sydney/Melbourne 


The  brightest  STAR  in  Asia 
is  now  in  over 
42,000,000  homes. 


With  unprecedented  growth  of 
279%  in  just  one  year,  the  STAR  TV 
Network  now  brings  together  a  total  of 
almost  200  million  people  in  over 
42  million*  households  across  Asia. 

These  households  are  home  to  the 
most  affluent  consumers  in  the  region, 
which  you  can  reach  with  one  single, 


remarkably  cost-effective,  media  buy. 

STAR  TV,  the  first  and  only 
pan-Asian  satellite  television  network, 
provides  5  channels  of  non-stop 
entertainment.  This  makes  the 
STAR  TV  Network  Asia's  most  powerful 
advertising  medium,  broadcasting 
STAR  Chinese  Channel,  STAR  Plus, 
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Prime  Sports,  MTV:  Music  Television 
and  BBC  World  Service  Television 
twenty  four  hours  a  day. 

For  more  research  data,  program- 
ming information  and  advertising  rates, 
please  contact  the  STAR  TV  Network 
Sales  Department  at  (852)  532  1888  or 
fax  (852)  596  0469. 


STAR 

NETWORK 


velopments  to  Watc 


)  BY  RUTH  COXETER 

tOBOT  CANARY 
,TS  DANGEROUS  AIR 


Toxic  dust  from  spray- 
painting,  sandblast- 
ing, and  asbestos  re- 
moval can  lead  to  ills 
ranging  from  lead  poi- 
soning to  lung  damage. 
Pressurized  masks  or 
suits  are  supposed  to 
3~\\ "      _   ^EC^~"  \UJW'     keep  the  dust  out,  but 

yjj  '   t^iey  0311  ^  ^hey 

or  if  the  pressure  inside 
is  too  low.  To  test  pro- 
tectivc  near,  San  I  )icgo 
State  University  Profes- 
sor Behzad  Samimi  puts 
I  a  robot  he  has  built  named  "Dusty"  that  mimics  human 
thing  and  motion  in  simulated  unhealthy  environments, 
usty  moves  around  a  chamber  breathing  sand  or  paint 
;ed  by  a  generator.  The  robot  evaluates  how  the  hood's 
action  is  affected  by  dust  levels,  air  flow,  deep  or  shallow 
thing,  and  motion.  Samimi  estimates  that  a  company  con- 
ed about  worker  safety  would  have  to  spend  about  $25,000 
id  a  Dusty  to  its  staff.  He  says  data  generated  by  the 
t  has  already  been  used  in  court  cases. 


tGNETIC  RESONANCE  IS  COMING 
THE  OPERATING  ROOM 


Iagnetic  resonance  imaging  systems  are  great  for  diag- 
nosis but  they  don't  allow  surgeons  to  operate  on  some- 
who  is  cocooned  in  them.  General  Electric  Co.  has  con- 
'ed  that  obstacle  by  removing  the  middle  third  of  the 
,  leaving  two  magnetic  doughnuts.  The  system  creates  a 
>rtion-free  image  of  what's  located  between  the  dough - 
—such  as  a  torso.  GE  used  a  special  niobium-tin  coil  in  the 
nets  that  enables  them  to  superconduct  at  a  higher  tem- 
ture.  That  allowed  GE  to  trim  the  mri's  cooling  system  so 
it  could  fit  inside  the  new  design. 

sing  able  to  monitor  an  MRI  image  of  an  organ  while  op- 
ng  on  it  should  help  with  procedures  that  require  extreme 
ision,  such  as  tumor  removal.  It  could  also  facilitate 
ery  that  uses  lasers  or  jets  of  cold  gas.  The  system  was 
sloped  in  collaboration  with  radiologists  at  Harvard's 
ham  &  Women's  Hospital  in  Boston  and  will  be  tested 
e  in  March.  GE,  which  has  invested  $50  million  in  the 
ect,  hopes  to  market  the  machines  by  1997  at  $3  million 
m.  Meanwhile,  GE  is  working  with  other  companies  to  pro- 
I  and  develop  MRI-compatible  scalpels  and  needles. 


)WING  THE  MOLD  THAT 
IKES  BERRIES  YUCKY  FAST 


dentist  Steven  F.  Vaughn  of  the  U.  S.  Agriculture  Dept. 
was  irked  by  moldy  raspberries  and  strawberries  at  his  lo- 
supermarket.  So  he  devised  a  solution  that  might  please 
l  the  likes  of  Jeremy  Rifkin,  biotech's  most  famous  critic, 
answer:  a  chemical  that's  part  of  the  berry's  own  fruity 
na.  The  cost:  less  than  a  penny  to  treat  a  quart, 
nlike  bananas,  most  berries  have  to  be  picked  fully  ripe. 


Tins  means  fungi  can  easily  make  short  work  of  their  shelf  life. 
Berry-lover  Vaughn  screened  more  than  300  chemicals  found 
in  berries.  He  found  five  compounds  that  prevent  fungal 
growth  for  a  week  in  berries  kept  at  50F.  He  chose  one  of 
them,  2-nonanone,  for  its  pleasant,  fruity  aroma  and  chemical 
stability.  Mixed  with  modified  cornstarch,  the  chemical  is 
slowly  released  to  keep  fungal  spores  from  germinating.  The 
powder  could  be  added  to  plastic  carton  liners.  Vaughn  has  ap- 
plied for  a  patent  and  has  three  packaging  companies  inter- 
ested in  bringing  it  to  market. 


SMARTER  MEMBRANES 
MADE  BY  SMARTER  CELLS 


With  existing  tools  of  biotech,  you  can  use  cells  to  grow 
vats  full  of  useful  compounds  such  as  drugs  and  animal 
feed.  But  the  products  are  limited— for  example,  cells  can't  be 
used  to  synthesize  substances  toxic  to  themselves— and  the 
chemical  reactions  are  hard  to  control.  Japanese  researchers 
thought  artificial  cells  might  handle  a  wider  variety  of  tasks. 
So  in  1989,  the  Ministry  of  International  Trade  &  Industry 
kicked  off  a  10-year,  $50  million  cell  research  project.  Long- 
term,  researchers  hope  to  teach  artificial  cells  to  assemble 
themselves  into  large  membranes  that  can  produce  complex, 
pure  proteins  beyond  the  reach  of  natural  cells. 

"Intelligent"  membranes  producing  complex  molecules- 
such  as  liquid  crystals  for  computer  displays— may  not  appear 
for  10  to  20  years.  But  some  components  are  already  taking 
shape.  The  National  Institute  of  Bioscience  &  Human  Tech- 
nology in  Tsukuba  developed  a  photo-energy  conversion  system 
to  fuel  artificial  cells.  Chugai  Pharmaceutical  Co.  has  pro- 
duced a  protein  that  may  help  them  absorb  useful  substances. 
And  Kao  Corp.  has  purified  an  enzyme  to  synthesize  glyco- 
lipids,  which  could  be  the  brick-and-mortar  for  the  membranes. 


'RUN  A  COMPUTER  CHECK 
ON  THAT  BUG' 


Scientists  at  the  U.  S. 
Agriculture  Dept.'s 
Systematic  Entomology 
Laboratory  in  Washing- 
ton identify  some  100,000 
insect  specimens  a  year. 
A  misidentification  can 
be  extremely  costly:  A 
cargo  of  food  could  be 
needlessly  impounded  at 
the  border,  or  one  load- 
ed with  harmful  insects 
could  lie  unwittingly  ad- 
mitted. Yet  there's  a 
shortage  of  trained  tax- 
onomists— and  the  written  keys  to  taxonomy  are  hard  to  use, 
requiring  that  traits  be  looked  up  in  a  specific  order. 

Computers  are  coming  to  the  rescue.  An  Agriculture  com- 
puter program  that  is  now  under  development  lets  inspectors 
tap  into  data  bases  that  categorize  species  by  their  individual 
traits.  With  each  characteristic  entered,  the  computer  elimi- 
nates species  that  don't  fit  the  bill,  until  the  field  narrows  to 
one  choice.  So  far,  the  software  can  handle  only  fruit  flies.  Oth- 
er insects,  seeds,  and  plants  will  be  added  to  the  data  base. 
While  Agriculture's  system  requires  the  operator  to  use  tech- 
nical lingo,  several  companies  are  working  on  programs  that 
are  easier  for  nonscientists  to  use. 
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COMPUTERS  I 


A  JUICY 
NEW  APPIE? 

The  computer  maker's  future  may  hinge  on  its  Power  Mac  line 


Apple  is  about  to  bet  the  orchard. 
On  Mar.  14,  the  company  will 
launch  a  new  family  of  Macin- 
toshes using  the  speedy  PowerPC  chip. 
It's  a  bold  bid  to  regain  the  company's 
former  glory  as  a  maker  of  cutting-edge 
personal  computers.  But  more  than  im- 
age is  at  stake:  Should  the  move  to  the 
PowerPC;  falter,  Apple  could  be  relegated 
to  the  ranks  of  the  also-rans  in  the  PC 
business. 

If  the  magnitude  of  the  undertaking 
has  rattled  Apple  Computer  Inc.'s  taci- 
turn chief  executive,  Michael  H.  Spin- 
dler,  he  isn't  letting  on.  Says  the  51- 
year-old  German  who  took  the  reins  last 
June:  "The  month  before  and  after  intro- 
duction will  be  challenging,  no  doubt." 

No  doubt.  And  the  month  after  that, 
and  the  month  after  that.  In  fact,  it  will 
take  years  to  switch  customers  over  to 
the  PowerPC,  and  during  that  time,  plen- 
ty can  go  wrong.  Apple  must  deftly  pull 
off  what  computer  makers  regard  as  the 
trickiest  technical  and  marketing  chal- 
lenge in  the  business:  moving  customers 
to  a  new  "architecture." 

And  Apple  has  no  time  to  lose.  The 
10-year-old  Mac  architec- 
ture is  running  out  of 
steam,  and  its  Motorola 
68000  processors,  already 
incapable  of  matching  In- 
tel Corp.'s  chips,  are  be- 
ing phased  out.  A  smooth 
move  to  PowerPC-based 
Macs  "is  the  only  strategy 
to  save  the  company," 
says  Roger  Heinen,  for- 
mer head  of  Apple's  soft- 
ware group  and  now  a 
senior  vice-president  at 
Microsoft  Corp. 

Spindler's  plan  is  sim- 
ple. Power  Macintoshes 
will  begin  as  high-end  ad- 
ditions to  the  product  line 
and  gradually  take  over. 
Executives  say  Power 
Macs  will  account  for  20% 
to  25%  of  1994  Mac  ship- 
ments and  ramp  up  from 
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there.  They're  tight-lipped  as  to  when 
all  Macs  will  be  PowerPC-based.  Market 
researcher  International  Data  Corp.  fig- 
ures Power  Macs  will  comprise  just  12% 
of  shipments  this  year  but  will  take  over 
the  product  line  by  1997  (chart,  page  90). 

At  any  speed,  the  switchover  is 
fraught  with  peril.  If  Apple  makes  the 
Power  Macs  too  attractive,  sales  of  the 
older  machines  will  crater.  On  the  other 
hand,  if  Apple  doesn't  mount  a  forceful 
offensive,  its  customers  will  stick  with 
the  old  machines.  More  important,  the 
Power  Macs  have  to  be  priced  and  mar- 
keted aggressively  to  sell  in  large 
enough  volume  to  catch  the  fancy  of 
software  developers. 
tumbling  PRICE.  Without  innovative  new 
programs  for  the  Power  Macintosh,  even 
current  Mac  customers  won't  have  much 
reason  to  trade  up:  Power  Mac  will  run 
today's  Mac  programs  but  not  at  signif- 
icantly faster  speeds  than  older,  cheaper 
Macintosh  models  do.  When  the  first 
Power  Macs  ship  in  mid-March,  Apple 
says  there  will  be  60  all-new  packages 
ready— including  new  versions  of  Word- 
Perfect, Adobe  Illustrator,  and  Photo- 


...  ***** 


EXECUTIVE 
VICE-PRESIDENT 
DIERY:  BRIMMING 
WITH  CONFIDENCE 


shop— and  "hundreds"  are  expected  wl 
in  six  months.  That  compares  with  trl 
sands  for  the  older  Macs  and  tensl 
thousands  for  IBM  PCs. 

How  aggressively  will  the  Power  1V| 
intosh  be  marketed?  Insiders  say  I 
Power  Macs  could  be  priced  from  $2,1 
to  $4,500— in  the  range  to  compete  vi 
Pi  s  based  on  Intel's  Pentium  chip.  Si 
larly  equipped  Pentium  models  sell 
around  $3,000  but  are  expected  to  d 
to  $2,000  by  late  1994.  Meanwhile,  Ap 
has  a  two-pronged  strategy  to  keep  (L 
rent  Mac  customers  in  the  fold.  For  $1 
to  $2,000,  they'll  be  able  to  buy  ha 
ware  kits  to  upgrade  their  Macs  to  P 
er  Macs,  according  to  analysts.  And 
keep  sales  of  older  Macs  humming, 
company  is  expected  to  continue  slash 
price  tags— which  have  already  tumr 
33%  since  last  summer. 

If  the  mood  around  Apple's  Cupertl 
(Calif.)  campus  is  any  gauge,  the  tral 
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to  Power  Macintosh  is  already  a 
ss.  Says  PowerPC  Product  Manager 
;s  S.  Gable:  "Things  are  going 
th  as  glass."  They  ought  to  be,  giv- 
le  resources  thrown  at  the  Power- 
•oject,  code-named  "Rock  'n'  Roll."  It 
has  400-plus  people  working  70- 
weeks  to  get  three  machines  ready, 
e  upbeat  tone  is  vintage  Apple— 
a  welcome  change  from  the  gloom 
has  hung  over  the  company  since 
summer,  when  Mac  sales  tanked  and 
workers  were  laid  off.  Since  then,  a 
:le  of  top  talent  has  walked,  includ- 
tandy  Battat,  a  key  executive  over- 
g  the  PowerPC  effort  who  left  for 
■rola  Corp.  in  December.  Concedes 
i:  "We  lost  a  little  momentum."  Still, 
2  and  his  developers  say  they  have 
:ned  an  architecture  that  will  carry 
Macintosh— and  Apple— for  at  least 
cade.  "This  is  like  1984,  working 
ie  first  Mac,"  says  Brian  Mellea, 


PRODUCT 
MANAGER  GABLE 
(WITH  APPLE)  AND 
THE  POWER  MAC 
DEVELOPMENT 
TEAM:  THEIR 
MACHINE 
PROMISES  A  TWO- 
TO  EIGHTFOLD 
BOOST  IN  THE 
MACINTOSH'S 
PERFORMANCE 


It 


a  member  of  the 
PowerPC  team. 

The  Rock  'n'  Roll 
team  is  particularly 
proud  of  hitting  its 
No.  1  design  goal: 
making  sure  existing 
Mac  software  runs 
without  a  hitch. 
Without  such  "back- 
ward compatibility" 
Apple  would  lose  its 
loyal  customers.  Not 
taking  any  chances, 
Apple  has  lavished 
600  work-months, 
the  equivalent  of  50 
years,  on  compatibil- 
ity testing.  Of  the 
750  old  Mac  pro- 
grams tested,  the 
company  claims  that 
93%  run  error-free 
on  the  new  Power 
Macintoshes.  An- 
drew Block,  senior 
data-systems  special- 
ist at  Lockheed  Mis- 
siles &  Space  Co.,  in 
Sunnyvale,  Calif., 
says  he  has  tested 
100  Mac  packages 
and  reported  only 
two  bugs  to  Apple. 

Across  the  Silicon 
Valley— even  outside 
Cupertino— the  buzz 
is  that  the  Power 
Mac  is  a  truly  hot 
machine.  The  Power- 
PC microprocessor, 
the  outgrowth  of  an 
Apple,  IBM,  and 
Motorola  alliance  an- 
nounced in  1991,  is 
based  on  reduced  in- 
struction-set comput- 
ing (RISC)  technolo- 
gy that  promises  to 
give  Macs  a  two-  to 
eightfold  boost  in 
performance  when 
using  software  writ- 
ten expressly  for  the 
Power  Mac.  Adobe 
Systems  Inc.  says 
has  rewritten  for  the 


the  programs 
new  machine  run  three  to  four  times 
faster  than  on  older  Macs.  "It's  a  pretty 
amazing  piece  of  technology,"  concludes 
Lockheed's  Block,  who  is  considering  re- 
placing many  of  the  company's  8,000 
Macintoshes  with  Power  Macs. 

The  enthusiasm  hasn't  infected  Wall 
Street,  however.  Analysts  see  no  near- 
term  improvement  in  earnings,  and  Ap- 
ple shares  now  trade  at  around  37,  down 
from  nearly  60  last  spring.  The  company 
has  hung  onto  its  market  share— hover- 


ing between  10%  and  12%— by  pumping 
out  more  and  more  boxes  at  lower  and 
lower  prices,  plunging  gross  margins 
from  55%  a  couple  of  years  ago  to  24% 
in  the  first  quarter,  ended  Dec.  31.  That 
pared  earnings  to  a  skimpy  $40  million, 
vs.  $161  million  a  year  ago.  And,  Apple 
executives  have  warned,  there's  no  rea- 
son to  expect  a  big  rebound  in  margins 
with  Power  Macs.  Prudential  Securities 
Inc.  analyst  Marianne  Wolk  predicts  sev- 
eral rocky  quarters  and  1994  net  income 
of  $147  million,  vs.  $285.2  million  for 
1993,  not  including  the  restructuring 
charge.  She  rates  the  stock  a  "sell." 
BREATHING  LESSONS.  Indeed,  until  soft- 
ware arrives  to  really  show  off  the  po- 
tential of  the  Power  Mac,  Apple  will  be 
in  the  business  of  selling  futures.  And 
that  won't  convert  skeptics.  "There  will 
be  an  air  bubble  here,"  warns  analyst 
Bill  Ablondi  of  market  researcher  BIS 
Strategic  Decisions.  "Apple  will  just  have 
to  hold  its  breath  and  get  through  it." 

No  problem,  say  Apple  executives. 
"Maybe  it  will  get  rough.  Maybe  we 
won't  get  [the  mix  of  old  and  new  Mac 
models]  quite  right,  in  terms  of  volume," 
says  Joseph  A.  Graziano,  Apple's  chief  fi- 
nancial officer.  "I  don't  mean  to  be  cava- 
lier about  this,  but  so  what?  The  real 
important  thing  is  the  long  term.  If  we 
can  get  through  this  thing,  and  I  think 
we  will  definitely  get  through  it,  we're 
going  to  be  a  lot  stronger." 

If  he's  wrong,  Apple  has  little  else  to 
fall  back  on.  The  overhyped  Newton 
handheld  computer  has  been  a  disaster, 
and  even  with  a  smaller,  improved 
"Lindy"  model  due  in  March,  the  compa- 
ny can't  expect  substantial  revenue  or 
profits  from  the  new  line  anytime  soon. 
Nor  can  it  count  on  forthcoming  prod- 
ucts such  as  cable-TV  converter  boxes. 
At  the  moment,  the  most  promising  non- 
Mac  business  is  Claris,  Apple's  applica- 
tion-software subsidiary.  But  Claris  is 
tiny— with  sales  of  just  $154.4  million 
for  fiscal  1993.  All  told,  new  businesses 
will  account  for  only  10%  of  Apple's  fore- 
casted 1994  revenues  of  $9.3  billion. 

Still,  as  the  Mar.  14  launch  lor  the 
Power  Mac  nears,  Apple  executives  are 
growing  more  confident.  They're  talk- 
ing of  a  Power  Mac-led  buying  binge 
that  will  not  only  help  the  company  hold 
onto  its  customer  base  but  will  cut  into 
sales  of  Intel-based  machines  running 
Microsoft's  Windows  and  MS-DOS  soft- 
ware. The  Power  Mac's  extra  perfor- 
mance, Apple  executives  say,  will  make 
it  possible  for  even  low-cost  models  to 
offer  sophisticated  multimedia,  full-mo- 
tion video,  voice  recognition,  and  three- 
dimensional  modeling.  That  should  ex- 
pand Apple's  market.  But  by  how  much? 
Ian  W.  Diery,  Apple's  executive  vice- 
president  for  worldwide  sales  and  mar- 
keting, is  now  predicting  a  jump  of  five 
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percentage  points  in  the  next  three  to 
five  years. 

Needless  to  say,  outsiders  aren't  quite 
so  bullish.  Eric  Lewis,  manager  of  PC 
hardware  research  at  International  Data 
Corp.,  figures  that,  at  best,  Apple  could 
nab  two  points  of  market  share  in  the 
next  two  years.  "This 
is  not  enough  of  a  rev- 
olutionary product  to 
shake  the  Intel-Win- 
dows market,"  he  says. 
Microsoft,  of  course, 
concurs.  "All  the  hoop- 
la about  PowerPC  is 
way  out  of  scope," 
says  Carl  Stork,  Mi- 
crosoft's director  of 
Windows  platforms. 
"People  think  this  is 
like  magic  fairy  dust." 
no  interest.  Microsoft 
and  Intel  aren't  stand- 
ing still,  either.  Micro- 
soft will  up  the  Windows  ante  with  an 
update  known  as  "Chicago"  this  sum- 
mer. It's  intended  to  match  or  surpass 
Apple's  System  7  operating  system  in 
speed  and  "ease  of  use."  With  new  soft- 
ware and  a  flood  of  computers  based  on 
its  speedy  Pentium  chip,  Intel  sees  the 


chance  to  grab  Mac  customers  and  has 
launched  an  ad  campaign  aimed  at  get- 
ting Apple  users  to  switch  to  the  PC. 

Apple,  too,  has  a  plan  to  invade  its 
enemy's  camp— by  recruiting  other  com- 
puter makers  to  license  the  Macintosh 
operating  system  for  use  on  PowerPC- 
based  machines.  A  li- 
censing task  force  has 
been  established  that 
reports  directly  to 
Spindler.  Insiders  say 
Apple  had  hoped  to 
announce  licensing 
deals  on  Mar.  14.  But 
talks  are  dragging  on, 
perhaps  because  of  Ap- 
ple's selectivity.  Says 
Graziano:  "What  we 
don't  want  to  do  is 
just  license  to  some- 
body that  is  going  to 
try  and  undercut  us  in 
the  same  market." 
So  far,  no  would-be  doners  have  stood 
up  to  be  counted— though  analysts  say 
Apple  has  approached  Compaq  Computer, 
Dell,  and  Sun  Microsystems— all  of  which 
say  they  aren't  ready  for  the  Mac  move. 
"We  have  zero  interest,"  says  Robert  W. 
Stearns,  Compaq  Computer  Corp.'s  vice- 


president  for  corporate  developm 
"Every  application  of  significance 
runs  in  the  Mac  environment  run 
ours.  And  while  it's  attractive  in  tern- 
ease  of  use,  Chicago  will  blow  the  d 
off  of  the  Mac  operating  system."  . 
despite  speculation  that  PowerPC  p 
ner  IBM  might  be  a  licensee,  Big  1 
says  it  has  other  priorities. 

Apple  could  have  takers  in  Asia,  1 
ever.  John  Floisand,  president  of  A] 
Pacific,  says  Apple  is  talking  with  do:j 
of  Asian  companies,  such  as  Taiw 
Acer.  He  says  Asian-based  compi 
makers  are  keen  on  the  idea,  thank 
Apple's  success  in  Japan,  where 
No.  2  in  the  market.  "We  can  basid 
pick  our  licensees."  says  Floisand. 

With  or  without  clones,  the  Poj 
Macintosh  is  the  light  of  Apple's  futu 
after  a  dreary  year  that  included 
ouster  of  Chairman  John  F.  Sculley, 
embarrassment  of  Newton,  and  pai 
cost-cutting  moves.  Says  analyst  D; 
Wu  of  S.  G.  Warburg:  "Apple  ha 
turned  into  golden  delicious  yet.  But 
looking  more  respectable.  I  had  thoi 
it  was  going  to  rot." 

By  Kathy  Rebello  in  Cupertino,  Ci 
with  Neil  Gross  in  Tokyo  and  Inn 
rt  ports 
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THUNDERBIRD 
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Ot  International  Management 

THUNDERBIRD  offers  a  bold 
new  program  to  help  you  achieve  a 
dominant  role  in  the  future  of  globa 
business. 

THE  POST-MBA  PROGRAM. 

A  program  designed  to  enable 
MBA  graduates  to  globalize  their 
knowledge  of  business  practices. 
Thunderbird's  Post-MBA  program 
can  be  completed  within  one  year. 
The  result  is  a  Master  of  Internationa 
Management  degree  now  held  by  27 
tightly  networked  graduates. 
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"How  Do  I  Know  Which 
Mutual  Funds  May  Be 
Right  For  Me?" 

Introducing  Fidelity  FundMatch 


Fidelity's  do-it-yourself  program  helps  you  build 
a  diversified  portfolio  to  match  your  needs. 

Our  FundMatch  Kit  Has 
Everything  You  Need  To  Start 

You'll  receive  an  easy-to-use  workbook  that 
helps  you  understand 
the  importance  of 
diversification.  The 
accompanying 
worksheet  takes  your 
input  on  your  time 
horizon  and  risk 
profile  to  help  you 
choose  an  investment 
mix  that  matches  your 
own  needs.  Then,  FundMatch  lays  out  some  of 
your  investment  options. 

There  are  many  ways  to  build  a  diversified 
portfolio.  You  can  create  a  portfolio  using 
Fidelity  mutual  funds.  Any  of  our  representa- 
tives can  help  you  get  stained.  Or,  you  can 
choose  one  of  Fidelity's  Asset  Manager  funds 
to  get  diversification  with  just  one  investment. 


Fidelity's  Asset  Manager  Funds 
Make  Diversification  Simple 

Fidelity's  Asset  Manager  funds  provide  a 
way  you  can  take  advantage  of  the  benefits 
of  diversification  -  with  no  sales  charge. 

Each  of  these  funds  allocates  your  investment 
among  a  broad  mix  of  domestic  and  foreign 
stocks,  bonds  and  short-term  instruments.  This 
flexible  approach  allows  each  fund  to  take 
advantage  of  a  wide  variety  of  investment  options 
in  pursuit  of  the  highest  possible  returns,  but  with 
reduced  risk  through  its  broad  diversification. 

Stail  your  investment  in  one  of  Fidelity's  Asset 
Manager  funds  with  just  $2,500,  or  $500  for 
an  IRA.  The  FundMatch  Kit  can  help  you  choose 
the  Fidelity  Asset  Manager  fund  that  may  best 
meet  your  needs. 

It  s  Easy  To  Transfer  Your  IRA 
To  Fidelity 

If  you're  looking  for  a  new  approach  to  invest- 
ing for  retirement,  consider  moving  your  IRA  to 
Fidelity.  Call  todav  for  a  FundMatch  IRA  Fact  Kit. 


Call  24  Hours  For  Your  FREE 
Worksheet  and  Workbook 

1-800-544-3898 


Fidelity  Investments 


2r 

For  more  complete  information  on  any  Fidelity  fund,  including  charges,  expenses  and  applicable  redemption  fees,  call  or  write  for  a  free  prospectus.  Read 
it  carefully  before  you  invest  or  send  money.  Share  prices  (except  on  money  market  funds),  yields  and  returns  will  vary,  and  you  ma\  have  a  gain  or  loss 
when  you  sell  your  shares.  Fidelity  Distributors  Corporation,  82  Devonshire  Street,  Boston,  MA  02109. 


Commentary/by  Aaron  Bernstein 


WHY  CLINTON'S  WORKFARE  WON'T  WORK 


P 


resident  Clinton's  plan  to  "end 
welfare  as  we  know  it"  goes 
over  big  with  middle-class  vot- 
ers caught  between  rising  taxes  and 
falling  real  incomes.  His  most  contro- 
versial idea,  a  two-year  limit  on  wel- 
fare benefits,  is  a  particularly  effec- 
tive way  for  a  Democrat  to  score 
points  with  conservatives. 

Unfortunately,  however,  the  concept 
is  unrealistic  and  unworkable.  The  plan 
would  rely  on  job  training  to  get  near- 
ly a  third  of  welfare  mothers  off  the 
dole.  Studies  show  that  such  training 
does  help  some  recipients  get  work 
but  not  enough  to  achieve  the  Presi- 
dent's goal.  And  forcing  more  than  a 
million  low-skilled  wom- 
en to  seek  jobs,  as  the 
plan  implies,  would 
wreak  havoc  at  the  bot- 
tom of  the  labor  mar- 
ket. A  more  practical 
approach  would  be  to 
whittle  down  welfare 
rolls  by  investing  as 
much  as  possible  in 
training— while  encour- 
aging more  recipients 
to  work  by  raising  the 
roughly  $700  a  month 
they  can  earn  before 
they  lose  benefits  in 
most  states. 

MORE  SPENDING?  This 
isn't  very  splashy,  of  course— and  it 
would  mean  ditching  the  two-year  cut- 
off. But  politics  aside,  there  is  little 
reason  for  welfare  to  provoke  so  much 
worry  in  the  first  place.  Although 
Washington  spends  about  $14  billion  a 
year  on  welfare,  that's  only  1%  of  the 
federal  budget.  And  that's  down  from 
1.4%  in  1970,  largely  because  benefits 
have  lagged  behind  inflation  (charts). 
"The  Administration's  plan  wouldn't  be 
a  bad  idea  in  the  best  of  all  possible 
worlds,  where  jobs  and  money  [for 
training]  were  plentiful,"  says  Heidi  I. 
Hartmann,  director  of  the  Institute  for 
Women's  Policy  Research,  a  Washing- 
ton-based group  that  has  studied  wel- 
fare. "But  we  don't  have  that." 

The  time-limit  idea  was  proposed  in 
1988  by  prominent  Harvard  University 
public-policy  professor  David  T.  Ell- 
wood.  He's  now  an  official  at  the 
Health  &  Human  Services  Dept., 


where  he  co-chairs  the  Administration's 
welfare  planning  group.  Ellwood  sug- 
gested combining  time  limits  with  ex- 
tensive training  for  welfare  mothers, 
plus  child-care  and  health-care  assis- 
tance once  they  landed  a  job.  He  also 
wanted  public  jobs  for  those  who 
couldn't  find  jobs  through  these  so- 
called  workfare  programs.  Either  way, 
a  recipient's  benefits  would  have  ended 
after  two  years. 

The  problem  is  that  training  can  do 
only  so  much.  For  instance,  since  1985, 
California  has  run  one  of  the  country's 
first  large-scale  workfare  programs.  It 
slashes  welfare  grants  for  recipients 
who  don't  participate  in  state-provided 
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education,  training,  and  job  searches. 
These  efforts  helped  participating  wel- 
fare mothers  earn  24%  more  over  two 
years  than  mothers  who  remained  on 
regular  welfare,  according  to  a  1993 
study  by  the  Manpower  Demonstra- 
tion Research  Corp.  (MDRC),  a  nonprof- 
it New  York-based  research  group. 
However,  that  amounted  to  a  mere 
$519  a  year— hardly  enough  to  launch 
anyone  out  of  welfare.  As  a  result,  the 
program  cut  welfare  payments  by  only 
7%  a  year.  "Although  the  results  are 
encouraging,  you  won't  eliminate  wel- 
fare this  way,"  says  MDRC  President 
Judith  M.  Gueron. 

Of  course,  the  Administration  could 
apply  the  two-year  cutoff  anyway.  But 
government  spending  might  actually  in- 
crease. About  30%  of  the  5  million 
adults  on  welfare  leave  the  rolls  before 
two  years,  studies  show.  Two  million 
more  would  be  excluded  from  workfare 


because  their  children  are  too  young,  j 
imposing  a  cutoff  would  throw  1.5  rrJ 
lion  people  into  the  labor  market. 

The  result:  The  unemployment  raj 
for  black  and  Hispanic  women,  wf 
account  for  55%  of  all  welfare  mothej 
might  double,  to  20%.  Wages  for  bq 
groups  would  plummet,  knocking  mq 
families  into  poverty  and  into  otW 
programs  such  as  food  stamps,  Me< 
caid,  and  unemployment  insurance,  t 
deed,  all  20  million  workers  earni 
$6.50  an  hour  or  less  would  be  undf 
cut.  "If  you  put  that  many  people  id 
the  market,  the  equilibrium  wage  f] 
low-wage  workers  would  fall,"  co 
ments  David  Neumark,  a  Universij 
of  Pennsylvania  ecori 
mist  who  studies  t| 
minimum  wage. 
true  reason.  Creatii 
make-work  governm 
jobs  would  amelionj 
some  of  these  prc| 
lems.  But  1.5  milli 
minimum-wage  j 
would  cost  at  least 
billion  a  year.  Tl 
isn't  politically  feasit 
Even  workfare  for  tl 
many   people  woi 
cost  at  least  $5  bill 
more  a  year.  The  P 
ministration  recem 
suggested   a  tax 
welfare  grants  and  food  stamps 
raise  funds.  But  a  meaningful  tax 
families  getting  $375  a  month,  the  I 
erage  welfare  grant,  couid  cause  ma 
recipients  to  lose  their  housing.  "T 
real  reason  we  have  welfare  is  tl 
it's  cheaper  to  have  poor  mothers  ts 
care  of  their  own  children  than  to  £ 
them  job-ready,  create  jobs  for  the 
and  pay  someone  else  to  look  afl 
their  kids,"  says  Hartmann. 

Clinton  should  pursue  the  core 
his  plan,  which  is  workfare.  It  mal 
sense  to  spend  $5  billion  or  so  a  y( 
on  training  and  child-care  assistan 
backed  up  by  threats  to  cut  benefits 
nonparticipants.  But  unless  he  can  f 
an  extra  $15  billion,  his  pledge  to  e 
welfare  does  little  more  than  stir 
ire  against  society's  poorest  membe 
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THE  WOI 


"How  do  my  business  processes  compare? 


That's  what  we  hear  from  you.  Because  by  compar- 
g  your  processes  to  the  best  in  the  business,  you  can 
'aluate  and  improve  your  performance  at  every  turn. 

We've  responded  with  the  Global  Best  Practices 
lowledge  base.  Experienced  Arthur  Andersen  profes- 
onals,  armed  with  this  proprietary  knowledge  base, 
tmpare  your  processes  to  the  best  in  the  world — within 
)ur  own  industry,  and  across  the  board. 

In  our  trained  hands,  the  Global  Best  Practices 
nowledge  base  is  the  most  thought-provoking  resource  of 
\  kind.  Delivered  to  our  professionals  by  CD-ROM  tech- 
3logy.  Updated  throughout  our  global  network.  And 
nsurpassed  in  its  depth  and  scope. 

So  Arthur  Andersen  professionals  can  share  insight 

'.994  Arthur  Andersen  &  Co.  All  rights  reserved. 


with  you  into  which  practices  could  best  guide  your  com- 
pany. Together,  we  can  then  discover  more  creative  ways 
to  help  reengineer  your  operations. 

Find  out  how  you  can  make  meaningful  progress — 
on  paper  and  in  practice.  For  your  free  brochure  or  to 
discuss  with  us  personally  how  Global  Best  Practices  can 
work  for  your  company,  call  1-800-445-5556,  today. 


Best  Practices. 
Putting  insight 
into  practice.™ 


Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


ADVERTISING  I 


THAT'S  ONE 
ANGRY  CAMEL 


The  heat  on  RJR's  ad  campaign  has  it  breathing  fire 


The  idea  seemed  harmless  enough. 
The  marketing  folks  at  R.J.  Rey- 
nolds Tobacco  Co.  had  printed 
2(),<XX)  bandannas  and  were  getting  ready 
to  give  them  away  at  a  motorcycle  con- 
vention in  Massachusetts.  Just  before 
the  big  day  a  high-ranking  Reynolds  ex- 
ecutive returned  from  a  trip  and  ordered 
every  bandanna  burned.  How  come? 
They  sported  the  notorious  mug  of  Joe 
Camel,  and  Reynolds  feared  they  would 
fuel  charges  that  RJR  was  pushing  cigar- 
ettes to  kids.  Lynn  J.  Beasley,  senior 
vice-president  for  the  Camel  and  Winston 
brands  at  Reynolds,  remembers  the  epi- 
sode with  frustration.  She  sighs:  "Some 
days  you  want  to  say,  'Let's  get  out  of 
cigarettes.  This  is  just  too  much  work." " 
Joe  Camel  may  be  one  troublesome 
dromedary,  but  the  Winston-Salem  (N.  C.) 
subsidiary  of  RJR  Nabisco  Inc.  isn't  about 


of  the  American  Medical  Assn.  {JAMA)  ac- 
cused Reynolds  of  using  the  spokescamel 
to  hawk  cigarettes  to  underage  smokers 
in  1991,  the  advertising  icon  has  looked  as 
if  it  were  headed  for  the  endangered- 
species  list.  In  a  series  of  articles,  jama 
charged  that  Joe  was  as  well  recognized 
by  kids  as  Mickey  Mouse,  that  the  cam- 
paign was  more  effective  in  marketing 
to  kids  than  to  adults,  and  that  Camels 
were  the  brand  of  choice  among  many 
children— charges  that  Reynolds  contests. 
COOKIE  BOYCOTT.  Joe  came  under  fire 
again  on  Feb.  24,  when  Surgeon  Gener- 
al M.  Joycelyn  Elders  issued  a  re- 
port saying  that  the  rate  of 
smoking  among  teens  has 
not  changed  over  the 
past  decade  despite  de- 
clining in  the  general 
population.  Elders 


Instead  of  taking  a  low  profile,  how 
er,  Reynolds  has  been  pushing  the  ct 
troversial  campaign  even  harder.: 
boosted  spending  on  Joe  ( 'amel  ads 
1993,  plunking  down  $37.5  million  in  I 
first  11  months  of  the  year,  63%  m< 
than  its  budget  for  all  of  1992,  accord] 
to  Competitive  Media  Reporting,  a  N| 
York  firm  that  tracks  ad  spending. 

The  money  has  not  gone  up  in  smot 
The  company  believes  the  six-year-l 
campaign  saved  the  once  dying  brai 
Camel's  share  of  the  U.  S.  cigarette  ml 
ket,  which  had  fallen  from  5%  in  191 
has  stabilized  at  about  4%,  according! 
Wheat  First  Securities.  "The  Camel  I 
vertising  does  what  we  want  it  to  cl 
says  Johnston.  "It  is  a  campaign  tl 
has  been  noticed."  With  Reynolds'  con 
rate  parent  saddled  with  $12.4  billion 


DROMEDARY 
POLL:  RJR 
CLAIMS  ONLY 
3%  OF  KIDS 
WHO  KNOW  J 
SAY  SMGK1N 
IS  O.K. 


JOE  PLAYS  HARDBALL 


R.J.  Reynolds'  strategy  to  defend  the  Joe  Camel  campaign: 


UNDERMINE  the  credibility  of  its  opponents'  research  by 
attacking  the  methodology 


UNDERTAKE  its  own  research  on  Joe  Camel's  popularity 
with  kids  to  counter  its  opponents'  findings 


USE  the  courts  to  get  notes  and  other  inside  inforrr 
tion  that  could  discredit  its  opponents'  research 


SPIN  publicity  in  its  direction  with  a  public-service 
campaign  discouraging  underage  smoking 

BOOST  ad  spending  for  the  Camel  brand  to  $37J 
million,  up  63%  from  1 992 


to  retire  him  to  the  oasis.  Instead,  the  to- 
bacco company  has  assumed  an  increas- 
ingly fierce  defense  of  the  cartoon  camel, 
even  as  the  federal  government  has  in- 
creased its  assault  on  Joe.  The  counterat- 
tack ranges  from  aggressive  courtroom 
tactics  to  increased  ad  budgets  to  a  care- 
fully calculated  appeal  for  commercial  free 
speech  (table).  "I'll  be  damned  if  I'll  pull 
the  ads,"  vows  James  W.  Johnston,  chief 
executive  of  the  tobacco  division. 

Joe  may  need  all  the  lawyers  and  spin 
doctors  he  can  get.  Ever  since  the  Journal 


blamed  the  $4  billion  a  year  spent  on 
cigarette  ads  and  promotions:  "Smoking  is 
made  to  look  cool."  Separately,  sources 
say  that  in  the  next  few  weeks  the  Fed- 
eral Trade  Commission  may  take  up  a 
proposal  that  could  force  Reynolds  to 
drop  Joe.  The  commission  has  oeen  stale- 
mated on  the  proposal  for  several  months. 
Meantime,  the  consumer-activist  group 
intact  is  threatening  a  national  l»oycott  of 
RJR  Nabisco's  entire  product  line,  which 
includes  the  likes  of  Oreo  cookies  and 
Planters  nuts. 


debt,  the  company  can  ill  afford  to 
ate  a  new  campaign  from  scratch. 

Small  wonder,  then,  Reynolds  has  b 
going  after  Joe's  critics.  It  has  mount* 
particularly  aggressive  attack  on 
JAMA  articles.  In  pretrial  discovery 
lawsuit  filed  in  California  Superior  C( 
by  a  private  attorney  charging  Reyrn 
with  unlawful  and  unfair  business  p 
tices  in  its  marketing,  Reynolds  lawj 
turned  up  evidence  that  they  alle 
showed  Dr.  Joseph  R.  DiFranza,  a  Ji 
author,  tinkered  with  questions 
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MAP 


Every  man  over  50  should  take  this 

PROSTATE  TES 


urinate 


c'vaWj 


Auim§  ****** 


tVie  vug^ 
have  «ow 


,L  follow*^ 
please***"1^ 

DO 


If  you  answered  "yes"  to  any  question,  you  should  see  your  doctor. 
You  may  be  experiencing  the  symptoms  of  a  condition  called 
benign  prostatic  hyperplasia  (BPH),  which  is  an  enlargement  of 
the  prostate  gland. 

Affecting  one  out  of  three  men  over  the  age  of  50,  symptomatic 
BPH  can  be  caused  by  a  tightening  of  muscles  inside  the  prostate. 
These  tightened  muscles  can  slow  the  flow  of  urine,  leading  to 
the  kinds  of  urinary  symptoms  described  above. 

There  are  three  basic  treatment  options  for  symptomatic  BPH: 
"watchful  waiting,"  which  entails  having  regular  checkups 
over  time;  surgery;  and  medication. 

HYTRIN:  A  New  Treatment  Option 

HYTRIN  is  a  once-a-day  medication  that  can  rapidly  treat 

bothersome  BPH  symptoms.  HYTRIN  works  by  relaxing  the 


Please  see 

patient  information 

on  adjacent  page. 
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muscles  that  have  tightened  in  the  prostate,  increasing 
urine  flow  and  decreasing  urinary  symptoms.  With  HYTRIN, 
you  can  see  improvement  in  2  to  4  weeks. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at 
the  beginning  of  treatment  (or  if  you  miss  doses  and  then 
start  taking  the  medication  again).  You  may  feel  dizzy,  taint, 
or  "light-headed,"  particularly  after  getting  up  from  a 
chair  or  bed. 

If  you  have  any  urinary  symptoms,  see  your  doctor. 

Only  your  doctor  can  properly  diagnose  symptomatic  BPH 

(or  other  conditions  such  as  prostate  cancer). 

And,  only  your  doctor  can  treat  your  bothersome  BPH  symp- 
toms with  HYTRIN.  For  FREE  information  on  symptomatic 
BPH  and  HYTRIN,  please  call  l-800"477"7778 
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HYTRIN 
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PATIENT  INFORMATION 
ABOUT 
HYTRIN  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  (BPH) 


Please  read  this  leaflet  before  you  start  taking 
HYTRIN.  Also,  read  it  each  time  you  gel  a  new  pre- 
scription. This  information  should  NOT  take  the  place 
of  a  full  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  you  start  taking  it  and  at  your  regular  check- 
ups. 

HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension).  This  leaflet  describes  HYTRIN 
only  as  a  treatment  lor  BPH. 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder.  It 
surrounds  the  urethra  (you-REETH-rah),  which  is  a 
tube  that  drains  urine  from  the  bladder.  BPH  is  an 
enlargement  of  the  prostate  gland.  The  symptoms  of 
BPH.  however,  can  be  caused  by  an  increase  in  the 
tightness  of  muscles  in  the  prostate.  If  the  muscles 
inside  the  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  the  flow  of  urine.  This  can  lead  to  s\  mp- 
toms  such  as: 

•  a  weak  or  interrupted  stream  when  urinating 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  when  you  start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night,  or 

•  a  feeling  (hat  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  mam  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchful  Waiting". 
Some  men  have  .111  enlarged  prostate  gland,  hut  no 
symptoms,  or  symptoms  that  are  not  bothersome. 
If  this  applies,  you  and  your  doctor  may  decide  on 
a  program  of  monitoring  including  regular  check- 
ups, instead  of  medication  or  surgery. 

•  Medication  There  are  different  kinds  of  medica- 
tion used  to  treat  BPH  Your  doctor  has  prescribed 
HYTRIN  for  you.  See  "What  HYTRIN  does" 
below. 

•  Surgery.  Some  patients  may  need  surgery.  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures to  treat  BPH  Which  procedure  is  best 
depends  on  your  symptoms  and  medical  condi- 
tion 

What  HYTRIN  does 

HYTRIN  relaxes  the  lightness  of  a  certain  type  of 
muscle  in  the  prostate  and  at  the  opening  of  the  blad- 
der. This  may  increase  the  rate  of  urine  flow  and/or 
decrease  the  symptoms  you  are  having. 

•  HYTRIN  helps  relieve  the  symptoms  of  BPH.  It 
does  NOT  change  the  si/e  of  the  prostate,  which 
may  continue  to  grow.  However,  a  larger  prostate 


does  not  necessarily  cause  more  or  worse  symp- 
toms. 

•  If  HYTRIN  is  helping  you,  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
of  starting  to  take  the  medication. 

•  Even  though  you  lake  HYTRIN  and  it  may  help 
you.  HYTRIN  may  'not  prevent  the  need  for 
surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Can  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VKRY  FIRST  DOSE.  You  may 

feel  dizzy,  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  after  you've  taken  the  first  few  doses, 
but  can  occur  at  any  time  while  you  are  taking  the 
drug.  It  can  also  occur  if  you  slop  taking  the  drug  and 
then  re-start  treatment. 

Because  of  this  effect,  your  doctor  may  have  told  you 
lo  take  HYTRIN  al  bedlime.  If  you  take  HYTRIN  at 
bedtime  but  need  10  gel  up  from  bed  to  go  to  the  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  It  is  also  important  to 
gel  up  slowly  from  a  chair  or  bed  at  any  time  until  you 
learn  how  you  read  lo  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  of  the  medication.  If  you  begin  lo  leel  dizzy,  sit 
or  he  down  until  you  feel  belter. 

•  You  will  start  with  a  I  mg  dose  of  HYTRIN.  Then 
the  dose  will  he  increased  as  your  body  gels  used 
10  the  effect  of  the  medication. 

•  Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  bluired  or  hazy 
vision,  nausea,  or  "pull mess"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  you  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  lo  4  weeks.  So.  you  will  need  lo  continue  seeing 
your  doctor  lo  check  your  progress  regarding  your 
BPH  and  to  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  for  your 
BPH  and  not  for  prostate  cancer.  However,  a  111.111 
can  have  BPH  and  prostate  cancer  at  the  same 
lime.  Doctors  usually  recommend  thai  men  he 
checked  for  prostate  cancer  once  a  year  when  they 
lurn  50  (or  40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  even  if  you 
are  taking  HYTRIN  HYTRIN  is  not  a  treatment 
for  prostate  cancer. 

•About  Prostate  Specific  Antigen  (PSA).  Your 
doctor  may  have  done  a  blood  test  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not 
affect  PSA  levels.  You  may  want  to  ask  your  doc- 
tor more  about  this  it  you  have  had  a  PSA  lest 
done. 

How  to  take  HYTRIN 

Follow  your  doctor's  instructions  about  how  to  lake 
HYTRIN.  You  musl  lake  11  every  day  at  the  dose  pre- 
scribed. Talk  with  your  doctor  if  you  don't  take  it  lor 
a  few  days,  you  may  have  lo  restart  it  al  .1  I  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  with  anyone  else;  it  was  prescribed  only  for 
you. 

Keep  HYTRIN  and  all  medicines  out  ol  ihe  reach  ol 
children. 

FOR  MORF  INFORMATION  ABOUT  HYTRIN 
AND  BPH,  TALK  WITH  YOUR  DOC  TOR, 
NURSF,  PHARMACIST  OR  OTHER  HEALTH 
CARF  PROVIDER. 

Ret'.  03-4458-R1 -Revised  Sept..  1993 
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lumped  together  data  to  produce 
most  damaging  results.  In  a  letter  to 
researchers,  DiFranza,  of  the  Univers 
of  Massachusetts  Medical  Center,  wr 
that  responses  to  some  questions 
peared  to  show  the  Camel  ads  app 
more  to  people  in  their  20s  than  in  tr 
early  teens.  DiFranza  says  that  Reync 
is  misconstniing  preliminary  notes.  "Wi 
they're  doing  is  what  the  tobacco  comj 
ny  always  does:  take  things  out  of  c 
text  to  deceive  people,"  he  says. 

Joe  also  has  been  getting  some  stre 
ous  in-house  grooming.  Reynolds  lawyj 
review  all  marketing  and  advertising 
does  the  media-relations  staff,  which  til 
to  anticipate  any  public  criticism  of 
campaign.  An  in-house  ad-review  pane 
a  dozen  Reynolds  nonmarketing  empf 
ees  must  give  the  final  thumbs-up  on 
before  they  go  to  production. 

The  bandanna  affair  wasn't  the  fj 
time  the  in-house  censors  struck.  Beas 
once  envisioned  putting  Joe  into  in- 
skates.  The  idea  was  supported  by 
search  on  the  popularity  of  the  spj 
among  adults.  The  legal  staff  overru 
her  because  in-line  skating  is  popi 
with  kids,  too.  Also  killed  was  a  prop< 
for  punk  camels  with  pink  hair.  A  go 
Joe  was  taken  out  of  a  T-shirt  and  pu 
a  collared  shirt  to  make  him  look  old*) 
SMOKE  SCREEN.  Such  self-censorsli 
Reynolds  argues,  is  one  thing.  Quite 
other  is  the  government  attack  on  , 
which  the  company  charges  is  a  sn| 
screen  for  a  ban  on  all  cigarette  ads. 
agenda  of  the  antismoking  groups 
put  us  out  of  business,"  says  Johnstoi 

And  the  fight  rages  on.  Recen 
Reynolds  launched  new  ads  showing 
flanked  by  girl  camels,  provoking  char 
that  the  company  is  trying  to  lure  yoi 
women  to  smoke.  Meanwhile,  Reyn< 
has  signed  actor  Danny  Glover  to  4 
in  public-service  ads  to  discourage  un< 
age  smoking.  On  Feb.  21,  Reynolds 
veiled  a  new  Roper  poll  it  commissio 
showing  that  90%  of  kids  aged  10  tc 
recognized  such  ad  icons  as  the  Energ 
Bunny  and  the  Keebler  elves.  Just  r 
recognized  Joe,  who  beat  out  only  I 
den's  Elsie  the  Cow  in  the  poll.  Anc 
know  Joe  isn't  necessarily  to  love  him  l 
his  smokes.  Just  3%  of  the  kids  who  kil 
Joe  said  they  liked  cigarettes  or  t| 
smoking  was  0.  K.  A  majority  said  sn! 
ing  was  "gross"  or  bad  for  their  healt 

Reynolds'  opponents  are  already  p 
ing  apart  the  research.  But  that's 
point.  Reynolds  is  turning  the  fight  ^ 
Joe  Camel  into  a  war  of  attrition, 
longer  it  can  keep  the  battle  going, 
longer  Joe  will  be  able  to  keep  a  li 
under  the  Camel  brand's  sales. 

By  Maria  Mallory  in  Winston-Saft 
N.  C. 
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Toshiba  discovers  the  secret  to  longer 
life:  The  ultra-lightweight  Li-Ion  battery, 
with  up  to  8  hours  of  battery  life,  is 
the  ultimate  in  power-per-ounce. 


THE  SHAPE  OF  THINGS  TO  GO." 


ThejtewAccuPoint™ 
isometric  pointing  device 
works  in  conjunction  with 

click  and  drag  buttons  locate 
comfortably  beneath  the  thumb 


PORTEGE 

too 

I"  STN  monochrome  display 

)"x9.9"xl.7" 

libs. 

toocr 

S"  color  TFT-LCD  active 
atrix  display— 256  color  SVGA 
|x9.9"xl.8" 
libs. 

h  Models 

MHzSL  Enhanced  i486™SX 
0MB  HD 

4B  RAM  (expandable  to  20MB) 
thium-lon  battery 
pell  (5mm)  PCMCIA  2.01  slot 
XuPoint™  integrated 
tinting  device 
tegrated  BitBLT  graphics 
celerator 
L  local-bus  video 
)rts:  serial,  parallel,  FDD, 
irt  Replicator,  and 
3A  adapter 
Mows™, 
OS™, 

immWorks1' 
r  Windows 


limited! 


INTRODUCING  THE 
NEW  ULTRAPORTABLE 
PORTEGE. 

Toshiba  engineers 
have  just  re- 
invented 
the  portable 
computer.  The 
Portege"  T3400  Series 
perfectly  balances  mass  and  speed. 
Now  you  can  travel  with  a  system  smaller  than  a 
notebook,  yet  graced  with  the  feel  of  a  full-size  system;  driven 
by  the  full  force  of  an  i486 "  SX/33  processor.  And  come  home  to  the  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  complete  desktop  environment. 
See  how  far  Toshiba  has  taken  every  aspect  of  portable  computing.  And  think  where  it  can 
take  you.  Call  1-800-457-7777  for  the  dealer  nearest  you. 


In  Touch  with  Tomorrow 

TOSHIBA 


994  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 
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CONSERVATISM  IS  THE 

PHILOSOPHY  HANDED 
DOWN  BY  SAFRA'S 
SYRIAN  FOREBEARS 


is  Friday  afternoon  at  the  Republic 
ank  Tower  on  40th  Street  in  Man- 
attan,  and  the  deepening  winter 
>ws  signal  the  approach  of  the  Sab- 
Soon,  it  will  be  forbidden  for  de- 
Jews  to  transact  business,  to  do 
of  any  kind,  or  to  ride— even  in  an 
tor.  For  24  hours,  Edmond  J.  Safra 
:ut  himself  off  from  his  worldwide 
ing  empire— a  $50  billion  colossus 
■e  granite  strength,  explosive 
th,  and  almost  Merlin-like  avoid- 
of  the  troubles  that  have  beset  the 
ing  world  make  Safra  the  envy  of 
il  finance. 

Imond  Safra  does  use  elevators  on 
labbath,  but  it  bothers  him.  Not 


doing  so,  however,  would  be  difficult. 
A  private  elevator,  its  carpet  inscribed 
with  the  Safra  family  emblem,  rises  to 
the  28th  floor  of  the  Republic  Bank  Tow- 
er. Yet  another  elevator  carries  him  to 
his  private  sanctum  on  the  floor  above. 
He  takes  his  place  at  the  head  of  a  200- 
year-old  mahogany  table  in  his  private 
dining  room.  Hanging  above  it  is  an  18th 
century  crystal  chandelier,  and  on  the 
wall  is  an  oil-on-canvas  from  1843,  The 
Jufli/r  mitl  Jury  Society  in  the  Cider  Cel- 
lar by  A.  S.  Henning. 

The  painting  is  a  suitable  metaphor 
for  Edmond  Safra,  here  at  the  head- 
quarters of  his  U.  S.  holding  company, 
Republic  New  York  Corp.  Safra  is  nei- 
ther chief  executive  nor  chairman,  mere- 
ly the  "honorary  chairman."  But  titles 
are  a  chimera  in  the  world  of  Edmond 
Safra.  In  this  building,  Safra  rules.  He  is 
the  higher  authority  to  which  all  defer, 
on  matters  great  and  small— the  judge 
and  the  jury,  if  you  will. 

All  this  power  and  wealth— a  person- 
al fortune  approaching  $2  billion— are 
embodied  in  a  somber  man  of  stocky 
build  and  medium  height, 
61  years  old,  with  a  pallid 
complexion  and  sad,  black 
eyes.  He  talks  slowly  and 
moves  slowly.  Today,  as  al- 
ways, he  is  in  no  great  hur- 
ry, even  though  the  hour 
grows  late,  another  appoint- 
ment lies  ahead,  and  after 
that,  the  Sabbath. 

Placing  a  black  felt  skull- 
cap on  his  head,  Safra  re- 
cites the  Jewish  prayer  of 
Hamotzi,  placing  salt  on  a 


crust  of  bread.  A  waiter  wearing  a  tux- 
edo serves  a  Glatt  Kosher  meal  of  veal 
and  asparagus.  Then,  a  white-coated  aide 
brings  Safra  a  small  cup  of  black  coffee. 
He  fingers  his  reading  glasses  gently  as 
he  turns  to  a  guest  and  talks  softly  in  a 
deep,  Arabic-tinged  voice. 
TIME  AND  MONEY.  The  subject  is  excess: 
wasteful  executive  compensation,  the 
plague  of  stock  options  and— above  all — 
the  curse  of  leverage  in  commercial  real 
estate  and  Third  World  loans,  which  has 
left  some  of  his  competitors  choking  on 
their  own  balance  sheets.  And  then 
there  is  speed,  the  sour  handmaiden  of 
excess.  "They  wanted  to  make  money 
too  quickly,"  says  Safra,  peering  intently 
at  his  guest.  "I'm  in  no  hurry  to  make 
money.  I  want  to  build  a  bank  that  will 
last  1,000  years." 

Time.  Edmond  Safra  spends  time  the 
same  way  he  spends  money— deliberate- 
ly, but  with  the  knowledge  that  he  has 
vast  quantities  of  it.  To  Safra,  time  is  an 
ally,  not  an  enemy.  "The  book  on  bank- 
ing," he  tells  his  guests,  "was  written 


6,000  years  ago."  Banking  is,  he  insists, 
"a  simple,  stupid  business."  First  and 
foremost,  you  safeguard  depositors'  mon- 
ey—you, the  banker,  not  the  Federal 
Deposit  Insurance  Corp.  You  invest  it 
safely  and  pay  your  depositors  a  little 
less  than  the  interest  you  receive.  You 
keep  your  expenses  low. 

When  you  lend  money— and  he 
doesn't  do  much  of  that— you  are  careful. 
You  look  the  borrower  in  the  eye.  Can 
he  be  trusted?  Even  then,  you  do  not 
pour  money  into  his  pockets.  In  Nineties 
financial  lingo,  that's  called  excessive 
leverage.  Safra  puts  it  this  way:  "My 
father  taught  me  that  if  you  loan  a  man 
too  much  money,  you  turn  a  good  man 
into  a  bad  man." 

gunslingers.  But  don't  confuse  Safra's 
caution  with  timidity.  He  is  engaged  in 
his  most  daring  venture  since  the  ill- 
fated  sale  of  his  Geneva-based  Trade 
Development  Bank  to  American  Express 
Co.  in  1983.  Safra  is  taking  a  bold  foray 
into  Wall  Street,  and  he  is  doing  so  by 
latching  on  to  its  hottest  component: 
hedge  funds.  These  are  partnerships  for 
the  wealthy,  and  they  are 
the  gunslingers  of  the  in- 
vestment world— unregulat- 
ed, freewheeling,  and  often 
far  better  as  investors  than 
their  conventional  counter- 
parts. To  head  this  new 
venture,  Safra  picked  his 
old  cohort,  former  Shear- 
son  Lehman  Chairman  Pe- 
ter A.  Cohen  (page  105). 

Cohen's  Republic  New 
York  Securities  is  quintes- 
sential Safra.  It  stands  to 
profit  handsomely  from  the  hedge  funds' 
hunger  for  credit  but  without  much  ex- 
posure to  Safra's  great  nemesis— risk. 
He  will  not  make  the  mistake  that  has 
dogged  all  too  many  securities  firms, 
which  have  plunged  into  market-sensi- 
tive businesses  when  the  market  has 
risen— only  to  "downsize"  when  the  mar- 
ket cools.  Instead,  Republic  Securities 
will  provide  a  range  of  services  for 
hedge  funds— from  clearing  trades  to 
margin  lending  and  arranging  for  short- 
sales— and  can  profit  whether  the  mar- 
ket goes  up  or  down. 

But  if  banking  is  a  stupid  business, 
Wall  Street  is  not.  Republic  Securities  is 
taking  on  some  of  the  sawiest  and  most 
successful  firms  on  Wall  Street.  Its  prin- 
cipal competitors  are  the  cream  of  the 
Street:  Bear,  Stearns  &  Co.  and  Morgan 
Stanley  &  Co.,  as  well  as  lean-and-mean 
smaller  outfits  such  as  Neuberger  & 
Berman,  the  founding  father  of  the 
hedge-fund-financing  business,  and  Fur- 
man  Selz  Inc. 

Safra's  strategy  is  to  compete  with 
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Wall  Street  on  his  own  terms.  He  has 
committed  $100  million  in  capital— a  fly- 
speck-size  dent  in  Republic's  holdings 
but  more  than  adequate  to  give  that 
business  a  flying  start.  And  it  certainly 
has  flown:  Republic  Securities'  assets 
have  grown  almost  twentyfold  in  just  a 
year's  time.  Still,  it  remains  an  open 
question  whether  or  not  the  brash  Co- 
hen can  flourish  in  the  risk-averse  cul- 
ture that  Safra  has  nurtured  at  Re- 
public. Cohen  is  many  things— but 
conservative  is  not  one  of  them. 

Yet  conservatism  is  the  underpinning 
of  Safra's  ethos.  It  is  a  philosophy  that 
was  handed  down  to  Safra  by  his  fa- 
ther, Jacob,  and  handed  down  to  Jacob 
by  his  uncle  Ezra,  whose  bank  in  Alep- 
po, Syria,  Safra  Freres,  financed  camel 
caravans  and  traded  gold  during  the 
heyday  of  the  Ottoman  Empire.  To  Sa- 
fra, it  is  almost  a  mantra:  Conservative. 
Conservative.  Conservative .... 
up  from  fifth  avenue.  It  sounds  al- 
most too  simple,  a  palpably  false  modes- 
ty. But  it  is  a  mistake  not  to  take  Safra 
at  his  word— not  when  the  numbers  are 
so  impressive.  Republic  New  York  has 
just  released  its  1993  balance  sheet,  and 
it  is  a  financial  Rembrandt,  more  im- 
pressive in  its  dry  way  than  the  19th 
century  DeCourville  watercolors  of  Mid- 
dle Eastern  scenes  that  cover  one  wall 
of  his  antique-furnished  office  and  sit- 
ting room.  No  other  major  U.  S.  bank 
has  so  overpowering  a  capital  position  or 
so  razor-thin  a  cost  structure.  And  few 
approach  its  stellar  share-price  perfor- 
mance over  the  long  term  (charts,  page 
102i.  In  1993,  earnings  climbed  to  S301 
million— a  16%  gain  over  1992,  and  50% 
higher  than  as  recently  as  1990. 

No  other  major  banker  since  the  era 


of  the  Morgans  and  Rockefellers  has 
been  so  successful  as  an  entrepreneur— 
perhaps  because  none  has  quite  so  direct 
a  stake  in  his  bank.  Starting  virtually 
from  scratch  in  1966,  Safra  built  Repub- 
lic Bank  of  New  York  from  a  single 
townhouse  on  Fifth  Avenue  into  the. 
2()th-largest  bank  in  the  U.  S.,  with  69 
branches  in  New  York,  Florida,  and  Cal- 
ifornia. Safra  owns  28.7%  of  Republic's 
stock,  a  concentration  of  ownership  un- 
paralleled for  a  major  U.  S.  bank.  Again 
starting  almost  from  scratch  in  1988,  Sa- 
fra built  his  Geneva-based  Safra  Repub- 
lic Holdings— 20.7%-owned  by  Safra,  and 
48.8%-owned  by  Republic  New  York— 
into  an  Sll  billion  private-banking  net- 
work (chart).  Safra's  stake  in  his  banks 
totals  SL1  billion,  and  his  total  net  worth 
is  probably  twice  that. 

Over  the  past  two  decades,  Safra  has 
begun  de  novo  in  businesses  as  diverse, 
reliably  profitable— and  deceptively  hum- 
drum—as factoring,  currency-shipment, 
middle-market  lending,  and  precious-met- 
als storage.  "We  are  a  conglomeration  of 
startups,"  says  Walter  Weiner,  Republic's 
chairman  and  chief  executive  officer  and 
a  longtime  Safra  friend  and  adviser. 

It's  a  compelling  story— and  if  Safra 
had  his  way,  it  would  not  be  told.  He 
shuns  publicity  and  has  rebuffed  atten- 
tion even  to  his  philanthropy,  which,  in- 
timates say,  includes  supporting  hun- 
dreds of  destitute  Syrian  Jewish 
refugees.  To  Safra  and  his  insular  inner 
circle  of  bankers  and  Middle  Eastern- 
born  Jews,  media  attention  is  as  much 
an  enemy  as  time  is  a  friend.  In  the 
Syrian  Jewish  community,  modesty  is 
not  a  virtue— it  is  a  necessity,  lest  one 
run  afoul  of  the  evil  eye,  the  ayin  harah. 
One  tempts  the  evil  eye  by  drawing  at- 


tention to  one's  good  fortune.  It  i 
world  where  men  carry  blue  stones 
ward  off  evil.  "He  is  very  deeply  c 
cerned  about  the  evil  eye,"  says  Safi 
friend  Abraham  Hecht,  rabbi  of  the  \i 
est  Syrian  congregation  in  New  Yc 
And  calling  that  a  "superstition"  is 
trivialize  a  key  facet  of  Safra's  pei 
na— the  mystical  side.  The  secretive  s: 

Safra's  loathing  of  publicity  was 
tensified  by  the  protracted  feud  \\ 
American  Express  in  the  1980s.  Si 
then,  Safra  has  granted  no  intervie 
talking  to  the  press  only  in  brief  t 
phone  conversations  at  slightly  less  i 
solar-eclipse  frequency.  Until  now,  t 
is.  Safra  granted  business  week  r 
interviews,  access  to  bank  officials 
his  associates  in  the  U.  S.  and  abros 
most  of  whom  would  not  speak  on  or 
the  record  without  a  nod  from  Safn 
"BIG  CLAN."  The  picture  that  emer 
from  those  interviews  is  of  a  unit* 
brilliant,  jarringly  idiosyncratic  man  I 
institution.  The  two,  Safra  and  Repul 
are  all  but  interchangeable.  And  ths 
not  hard  to  understand.  Safra  has 
offspring— his  ownership  of  the  ba 
will  revert  to  his  brothers  after 
death.  But  make  no  mistake  about 
The  banks  are,  in  his  words,  "my  < 
dren,  my  life." 

To  understand  Safra  and  RepulL 
one  must  understand  his  backgroil 
which  is  rooted  in  the  Sephardic  Jey 
community  of  the  Middle  East.  For  j 
erations,  the  Safras  were  bankers 
gold  traders  in  Aleppo,  a  major  tracj 
center.  "There  is  no  Jewish  commu 
in  the  diaspora  that  resembles  Aleppj 
the  closeness  of  its  members.  It's 
they  are  one  big  clan.  To  this  day.  ti 
are  all  closely  connected."  observes  \ 


THE  GLOBAL  EMPIRE 

Safra  oversees  a  worldwide  network  of  banks 
and  financial  companies 


REPUBLIC  NEW  YORK 

Safra's  U.S.  holding  company, 
29%-owned  by  Safra,  whose  only 
title  is  "Honorary  Chairman." 


REPUBLIC  NATIONAL  BANK 
OF  NEW  YORK 

Republic  New  York's  prin- 
cipal subsidiary,  a  commer- 
cial bank  with  deposits  of 
$  1 9.2  billion,  33  domestic 
offices,  and  1 8  overseas. 


REPUBLIC  NEW  YORK 
SECURITIES 

Safra's  Wall  Street 
venture,  headed  by 
former  Shearson  CEO 
Peter  A.  Cohen. 


REPUBLIC  BANK  FOR 
SAVINGS 

Major  New  York-area 
consumer  bank,  formed 
through  acquisitions,  with 
deposits  of  $4.8  billion 
and  36  retail  branches. 


REPUBLIC  ASSET 
MANAGEMENT 

Newly  organized 
money  manageme 
operation,  also  wit 
Peter  Cohen. 


REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (INTERNATIONAL) 
REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (CAYMAN) 
REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (CANADA) 
REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (SINGAPORE) 


REPUBLIC  NEW  YORK  (U.K.) 
REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (URUGUAY) 
REPUBLIC  INTERNATIONAL  BANK  OF  NEW  YORK 

Offshore  banking  affiliates,  serving  wealthy  overseas  customers. 
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n,  a  leading  Israeli  lawyer  and 
's  personal  representative  in  Israel, 
mond's  father,  Jacob  Safra,  was 
in  1891.  After  World  War  I,  he 
his  family  to  Beirut.  There,  Ed- 
Safra  was  born  in  1932.  As  a  teen- 
Safra  started  working  at  his  fa- 
ll side  and  never  received  much 
il  education— which  was  not  uncom- 
in  that  era.  It  was  a  youthful  Safra 
brought  the  family  business  out  of 


Beirut  in  the  late  1940s,  when  anti-Se- 
mitic riots  swept  the  city  after  the  es- 
tablishment of  Israel.  Safra  established 
the  banking  business  first  in  Italy  and 
then,  more  or  less  for  good,  in  Brazil, 
where  he  set  up  shop  in  Sao  Paulo— 
which,  not  by  coincidence,  was  a  major 
refuge  for  Aleppo  Jews  fleeing  Syria. 
In  1956,  Safra  joined  the  onrush  of  for- 
eign bankers  to  Switzerland,  where  he 
established  the  Trade  Development 


Bank.  He  moved  to  Geneva  in  1962,  sell- 
ing the  Brazilian  bank,  Banco  Safra,  to 
his  brothers  Joseph  and  Moise.  Still, 
Safra  never  abandoned  his  Brazilian  cit- 
izenship, and  he  still  maintains  a  home 
there,  even  though  he  lives  primarily 
in  Geneva.  He  also  has  residences  in 
the  south  of  France,  London,  and  on 
New  York's  Fifth  Avenue,  two  dozen 
blocks  north  of  the  Republic  Tower.  In 
1976,  he  married  a  Brazilian  widow,  Lily 
Monteverde,  who  is  of  Russian-Jewish 
descent.  The  marriage  to  a  non-Sephar- 
di  upset  some  tradition-bound  Seph- 
ardim,  Safra  wryly  recalls. 
HAT  AND  A  BANK.  It  was  in  the  early 
years  that  Safra  solidified  his  client 
base— wealthy  Sephardic  refugees  from 
the  Middle  East.  Another  lasting  source 
of  clients  is,  then  and  now,  the  Aral) 
world,  including  members  of  the  royal 
families  of  Saudi  Arabia  and  the  Persian 
Gulf  states.  Like  the  Sephardim,  many 
were  customers  of  Safra  Freres  in  by- 
gone days.  Indeed,  through  the  decades 
of  war,  Republic  has  kept  an  office  in 
Beirut.  And  it  has  never  been  a  target 
of  terrorism— even  though  that  branch, 
like  all  the  Safra  offices,  displays  at  its 
entrance  a  mezuzah— which  contains  a 
fragment  of  the  Torah. 

Safra  opened  his  first  U.  S.  bank  in 
New  York  in  1966,  establishing  opera- 
tions in  the  former  Knox  Hat  Co.  town- 
house  on  Fifth  Avenue.  "He  went  there 
to  buy  a  hat,  liked  the  building,  and 
bought  it,"  an  aide  recalls.  Unlike  the 
Swiss  and  Brazilian  banks,  which  en- 
gage primarily  in  private  banking, 
Safra's  U.  S.  operation  has  long  concen- 
trated on  various  niche  businesses,  espe- 
cially New  York  retail  banking. 

Safra  started  slowly,  buying  existing 
branches  in  solid,  middle-class  neighbor- 
hoods. He  also  began  building  the  in- 
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IC  MASE  BANK 

ed  at  the  end  of 
this  British  gold- 
bank,  formerly 
Westpac,  is  one  of 
;  members  of  the 
i  Gold  Fixing. 


SAFRA  REPUBLIC  HOLDINGS 

Safra's  Geneva-based  holding  company,  organized  in  1988  after 
expiration  of  Safra's  noncompetition  agreement  with  American 
Express.  Safra  Republic  is  48.8%-owned  by  Republic  New  York  and 
2 1  %-owned  by  Edmond  Safra,  who  is  chairman  of  the  board. 
Total  client  accounts:  $  1 1.6  billion. 


REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (SUISSE) 

REPUBLIC  NATIONAL  BANK  OF  NEW  YORK 
(LUXEMBOURG) 

REPUBLIC  NATIONAL  BANK  OF  NEW  YORK  (FRANCE) 

REPUBLIC  NATIONAL  BANK  OF  NEW  YORK 
(GUERNSEY) 

REPUBLIC  NATIONAL  BANK  OF  NEW  YORK 
(GIBRALTAR) 

Safra  Republic  principal  subsidiaries,  a  major 
private  and  commerical  banking  network. 


SAFRA  REPUBLIC 
MANAGEMENT 
SERVICES 

REPUBLIC  ADVISORY 
SERVICES 

SAFRA  REPUBLIC 
INVESTMENT 

Investment  man- 
agement subsid- 
iaries of  Safra 
Republic. 
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tensely  loyal  management  team  that 
works  with  him  to  this  day.  It  now  in- 
cludes Walter  H.  Weiner,  his  longtime 
lawyer;  Jeffrey  C.  Keil,  a  former  invest- 
ment hanker  who  is  president  of  Re- 
public New  York  Corp.;  and  Israeli-born 
Dov  C.  Schlein,  president  of  Republic- 
National  Bank  of  New  York,  his  U.  S. 
commercial  bank. 

Safra  went  into  retail  banking  in  a 
big  way  in  1971,  when  he  bought  Brook- 
lyn's Kings  Lafayette  Bank.  It  was  the 
deposits,  not  the  assets,  that  appealed  to 
him.  Unlike  more  conventionally  trained 
bankers,  who  are  driven  by  the  desire  to 
profit  from  making  loans,  Safra  is  distin- 
guished by  a  single-minded  emphasis  on 
that  most  boring— and  least  costly— of 
liabilities,  the  deposits.  Whether  they 
come  from  wealthy  private-banking  cli- 
ents in  Geneva  or  less-well-heeled  de- 
positors in  New  York,  he  makes  his 
money  the  same  low-risk  way:  from  the 


sions  in  return  for  buying  long-term, 
low-rate  CDs.  The  TVs  were  worth  a  lot 
less  than  the  interest  that  depositors 
would  lose  by  buying  low-rate  CDs.  That 
was  no  secret  at  the  time,  but  usually 
smart,  streetwise  New  Yorkers  never- 
theless snapped  up  the  TVs— and  the 
CDs— hand  over  fist.  John  Duffy,  director 
of  corporate  finance  at  Keefe  Bruyette  & 
Woods  Inc.,  first  encountered  Republic 
when  he  was  a  student  moonlighting  as 
a  cab  driver.  "Once,  I  picked  up  this 
fare  on  Park  Avenue,  and  he  was  rush- 
ing down  to  the  [Republic]  bank  on  Fifth 
Avenue  to  get  a  TV,"  Duffy  recalls.  "I  re- 
member saying  to  myself  at  the  time, 
'What  is  this  Republic  Bank?  Who  are 
these  guys?'  They  were  different." 

One  way  Republic  was— and  is— dif- 
ferent was  in  its  gold  trading.  The  Sa- 
fras  are  old  hands  at  gold  and  have  been 
since  the  days  of  the  Ottomans.  The 
word  "safra"  in  Arabic,  Safra  points  out, 
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spread  between  the  interest  taken  in 
and  interest  paid  out.  "We've  always 
been  drawn  to  investment  savers— peo- 
ple who  have  saved  up  their  money  over 
the  years  and  have  enough  to  worry 
about,"  says  Keil. 

OLD  GOLD.  As  Safra  expanded,  he  al- 
ways did  so  "incrementally,"  as  the  Safra 
people  like  to  say.  He  never  built  a 
branch.  He  let  other  bankers  do  that. 
Then,  when  the  time— and  price— was 
right,  he  bought  the  branches  or  the 
banks  themselves.  Safra's  two  biggest 
acquisitions  were  Williamsburg  Savings 
Bank  in  1987  and  Manhattan  Savings 
Bank  in  1990.  But  the  major  growth 
took  place  in  dribs  and  drabs— a  few 
Bankers  Trust  branches  here,  a  minor 
savings  bank  there. 

It  was  around  that  time,  in  the  late 
1960s  and  early  1970s,  that  Safra  gained 
fame  by  giving  customers  color  televi- 


means  "yellow."  In  New  York,  as  well  as 
Geneva  and  Sao  Paulo,  Safra  is  a  pre- 
mier dealer  in  gold  and  other  precious 
metals— mainly  silver.  But  the  Safras 
are  not  "gold  bugs"  and  never  have 
been.  Like  their  currency-trading  opera- 
tions, Schlein  notes,  the  Safra's  gold 
trading  is  purely  a  matter  of  spreads. 
As  a  dealer  in  gold  and  currencies,  he 
makes  profits  from  the  bid-ask  spread, 
whether  gold  prices  go  up  or  down. 

Safra  also  makes  a  market  in  long- 
term,  over-the-counter  gold  options,  care- 
fully hedging  to  minimize  its  market  ex- 
posure. Again,  that  is  a  spread  business. 
Its  customers  in  the  gold  business  in- 
clude mining  companies,  jewelers  in  the 
Diamond  District  on  nearby  47th  Street, 
commodities  traders,  and  hedge  funds, 
which  often  take  large  positions  in  pre- 
cious metals.  Safra's  supremacy  as  a 
gold  dealer  for  hedge  funds  took  a  quan- 


tum leap  at  the  end  of  1993,  when 
public  New  York  completed  its  acqJ 
tion  of  Mase  Westpac  Ltd.,  a  lead 
British  gold-bullion  bank.  Mase  is  rrj 
widely  known  as  a  member  of  the  ij 
don  Gold  Fixing,  which  sets  the  beil 
mark  gold  price  twice  daily.  The  ij 
also  has  offices  around  the  globe, 
Republic's  chief  gold  trader,  Mana; 
Director  Frederic  S.  Bogart,  notes 
the  new  Republic  Mase  Bank  Ltd. 
allow  the  firm's  clients  to  trade  gok 
hours  a  day— a  service  vital  to  gl 
hedge  funds  and  commodity  trader; 
smear  tactics.  If  the  1970s  were 
decade  of  consolidation  in  the  U.  S 
Safra,  the  1980s  were,  more  or  lesi 
default,  the  era  of  American  Expi 
Memories  of  those  days  still  rankle 
fra,  who  views  the  sale  of  Trade  Di 
opment  Bank  as  the  biggest  mistak 
his  life.  It's  an  old  story  now:  The 
of  the  bank  to  AmEx,  Safra's  di: 
sionment  with  AmEx— and  vice  ver 
and  the  subsequent  breakup  and  f 
Safra  successfully  reestablished  hin 
in  Geneva,  opening  Republic  Safr 
1988,  after  his  noncompetition  ag 
ment  with  AmEx  expired.  But  At 
fought  the  Safra  bid  to  reopen  in  G 
va— and  things  got  out  of  hand 
Safra  articles  were  planted  in  over 
newspapers  by  AmEx  operatives. 

When  the  smoke  cleared,  AmEx 
James  D.  Robinson  III  apologized  tc 
fra  for  the  smear  campaign— whicl 
claimed  the  company  did  not  know  a 
or  authorize.  A  symbolic  sum  of  m< 
changed  hands— an  $8  million  conti 
tion  to  charities  selected  by  Safr 
some  of  the  negotiations  between 
public  and  American  Express,  a  mu 
ly  trusted  middleman  was  the  Shea 
chairman,  Peter  Cohen.  A  longi 
friend  of  Keil,  Cohen  had  worked  br 
for  Safra  in  the  late  1970s.  He  retu: 
to  Shearson,  rising  to  leadership  the] 
the  1980s,  after  it  was  acquirec 
American  Express. 

By  the  time  Cohen  resigned 
Shearson  under  pressure  in  early 
after  travails  at  the  firm  led  to  a 
rupture  with  Robinson,  Cohen  was 
winning  any  popularity  contests  on 
Street.  But  to  Safra,  he  was  an  ur 
valued  human  asset.  Despite  his 
steps  in  investment  banking,  Cohe 
by  all  accounts,  a  talented  execu 
According  to  Cohen,  discussions 
Keil  and  Safra  about  a  move  to  Rep 
took  place  as  early  as  January, 
while  Cohen  was  still  at  Shearson 
talks  intensified  in  the  fall  of  that 
and  this  time  Cohen  was  accomp 
by  another  ex-Shearsonite,  Lou 
Lloyd,  who  was  head  of  institutions 
uities  at  Shearson. 
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ERUSALEM  (CLOCKWISE  FROM 
VE)  SAFRA,  FLANKED  BY  HIS 
THER  JOSEPH  AND  PRIME  MINIS- 

YlTZHAK  RABIN;  AT  THE  WAILING 
L;  AND  WEARING  TEFILIN,  THE 
lLL;  LEATHER  BOXES  JEWS  WEAR 

PRAYER.  SAFRA  IS  CAREFUL  TO 
ID  INVOLVEMENT  IN  ISRAELI 
ITICS,  BUT  HIS  PHILANTHROPY  TO 
HARDIC  CAUSES  IS  CONSIDERABLE 


wm 


)yd  became  Republic  Securities' 
employee  in  1991.  Lloyd  came  up 
the  business  plan— to  position  Re- 
5  in  securities  lending,  margin  lend- 
and  "prime  brokerage"  for  hedge 
Because  they  are  private  part- 
ips,  federal  law  limits  their  clientele 
lainly  "accredited"  investors— in 
•  words,  millionaires.  Despite  the 
;d  clientele,  hedge  funds  are  a  fast- 
ing phenomenon— their  uncounted 
>ers  and  assets  growing  rapidly  in 
it  years. 

RBROKER.  Prime  brokers  provide 
y  much  all  the  services  a  hedge 
needs— clearing  and  execution  of 
;s,  computer  systems,  research, 
-reporting  services,  and,  the  main 
:e  of  profits,  margin  financing  and 
ities  lending.  Sometimes,  they  even 
office  space  to  the  funds.  What 
don't  do,  usually,  is  get  newly  mint- 
age funds  in  touch  with  potential 
s.  And  that's  where  E.  Lee  Hen- 
e  comes  in.  The  North  Carolina  na- 
ilso  came  to  Republic  from  Shear- 
)ut  there  the  resemblance  to  Cohen 
She  is  no  Safra  cohort,  and  at 
rson,  being  a  woman  meant  she 
as  she  puts  it,  "not  part  of  the  cor- 


porate culture."  At  Shearson,  she  was  a 
"senior  investment  management  consul- 
tant"—superbroker  might  be  more  de- 
scriptive. But  her  franchise  was  unique: 
hedge  funds. 

At  Republic,  as  at  Shearson,  Hennes- 
see  acts  as  a  matchmaker  between 
wealthy  clients  and  hedge  funds,  for  a 
fee  from  the  client.  To  that  end,  she 
maintains  a  data  base  of  hedge  funds— it- 
self no  mean  feat,  for  the  best  hedge- 
fund  managers  are  only  slightly  less 
publicity-shy  than  Safra.  And  there  is  an 
added  twist  to  Hennessee's  job.  When 
she  refers  customers  to  hedge  funds, 
those  funds  become  natural  candidates 
for  Republic  Securities'  prime  broker- 
age business.  As  Cohen  delicately  puts 
it,  there  is  no  quid  pro  quo— merely  an 
expectation  that  having  received  clients 
via  Hennessee,  "the  hedge  funds  will 
pay  us  back  in  [prime  brokerage]  busi- 
ness." Already,  Cohen  says,  the  Hen- 
nessee connection  has  led  to  the  acquisi- 
tion of  one  prime  brokerage  client  since 
she  came  on  board  late  in  1993. 

In  all,  during  its  one  year  in  opera- 
tion. Republic  Securities  has  become 
prime  broker  for  15  hedge-fund  manag- 
ers running  some  47  funds— an  impres- 


sive number,  given  the  amount  of  time 
Republic  has  been  in  the  business.  Mean- 
while, Cohen  says,  the  firm's  balance 
sheet  has  swelled  from  $100  million  in 
November,  1992,  when  it  began,  to  some 
$1.9  billion.  With  the  balance  sheet  gen- 
erating interest  and  fee  income.  Repub- 
lic Securities  has  a  target  return  on  eq- 
uity of  20%— an  ambitious  but  reasonable 
profit  expectation,  even  its  competitors 
agree. 

But  despite  its  growth,  Republic  re- 
mains small,  especially  when  compared 
with  the  industry  behemoths.  A  well- 
placed  industry  source  estimates  that 
Morgan  Stanley  has  prime  broker  rela- 
tionships with  130  hedge  funds,  while 
Bear  Stearns  Securities  Corp.  and  Fur- 
man  Selz  have  about  200  apiece.  And 
the  obstacles  may  be  tougher  than  Safra 
may  have  appreciated.  Yes,  prime  bro- 
kerage is  a  profitable  business.  "It's  a 
good  business,  a  spread  business,  but 
people  who  call  it  an  easy  business  are 
going  to  be  disillusioned,"  observes 
Richard  Portogallo,  who  runs  the  prime 
brokerage  unit  at  Morgan  Stanley. 

Among  small  funds,  moreover,  per- 
sonal service  is  already  the  selling  point 
of  such  boutiques  as  Furman  Selz  and 
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Neuberger  &  Berman.  The  lat- 
ter boasts  that  it  originated  the 
prime  brokerage  business  in 
the  early  1950s.  And  Republic- 
does  not  have  proprietary  soft- 
ware—a must  for  any  prime 
broker,  in  the  view  of  Louis 
Ricciardelli,  head  of  hedge-fund 
consultants  BPB  Associates  Ltd. 
and  former  chief  operating  offi- 
cer of  Julian  Robertson's  hedge- 
fund  group. 

Cohen  may  have  yet  another 
challenge  at  Republic  Secur- 
ities—its very  non-Street-like 
culture.  But  so  far,  Cohen  seems 
comfortable  with  Safra's  man- 
agement style— or  lack  of  one. 
The  atmosphere  is  informal, 
with  an  emphasis  on  teamwork 
and  no  strict  lines  of  authority. 
Safra  is  not  big  on  bureaucracy 
and  doesn't  hesitate  to  call  a 
person  far  down  the  chain  of 
command  when  it  suits  him. 
Such  as,  say,  John  Tamberlane, 
president  of  Republic  Bank  for 
Savings.  Safra  no  longer  visits 
branches— but  he  still  closely 
tracks  their  profitability.  "He 
won't  focus  on  the  best  ones," 
says  Tamberlane.  "He'll  focus  on 
the  worst.  He  asks  me:  'What 
are  you  doing'?'"  And,  Tamber- 
lane adds  wryly,  "whatever  I'm 
doing  is  never  enough." 

The  Republic  Bank  Tower- 
which  was  built  around  the  old 
Knox  Hat  townhouse— embod- 
ies Safra's  approach  to  manage- 
ment. There  is  no  executive  floor.  CEO 
Weiner  is  on  the  seventh  floor  in  a  mod- 
est-size office  facing  Bryant  Park.  Co- 
hen is  five  floors  above  in  an  office  that 
is  exactly  the  same  size  as  Weiner's. 
Schlein  is  two  floors  below  Cohen.  Keil 
is  down  on  the  second  floor— close  to 
the  depositors,  European  style.  Only  Sa- 
fra is  in  the  traditional  top-floor  perch  of 
the  CEO. 

YOUNG  TURKS.  In  most  companies,  a 
non-CEO's  intrusion  would  be  unusual— 
and  resented.  But  Safra  has  inspired  a 
fierce  loyalty  among  the  executives  that 
work  for  him— and  he  has  returned  the 
favor.  Safra  is  notoriously  loath  to  fire 
people,  and  the  only  executive  he  can  re- 
call firing  is  the  man  who  removed  the 
mezuzah  from  the  doorway  of  the  Beirut 
branch. 

Ultimately,  it  will  be  customer  de- 
mand—as much  as  Safra's  Midas  touch- 
that  will  drive  Republic.  Already,  Safra's 
European  customer  base  is  evolving,  as 
his  oldest  customers  die  off  and  their 
children  demand  higher  yields— a  far  cry 
from  the  days  when  customers  were 


INTENSELY  LOYAL  SAFRA  CONFIDANTS  KEIL  AND  WEIN- 
ER ARE  TWO  POWERFUL  MEMBERS  OF  THE  TEAM, 
THOUGH  THERE  ARE  NO  STRICT  LINES  OF  AUTHORITY 


willing  to  accept  lower  returns  in  re- 
turn for  the  absolute  safety  of  their 
money.  A  growing  number  of  Safra's 
European  private-banking  clients  are  in- 
vesting their  money  in  higher-yielding 
fixed-income  and  equity  accounts,  man- 
aged, in  return  for  a  fee  to  the  bank,  by 
Alexandria-born  Gilbert  de  Botton,  a  Sa- 
fra friend  for  30  years  and  head  of  Glo- 
bal Asset  Management  Ltd.  A  similar  ef- 
fort in  the  U.  S.,  overseen  by  Cohen,  is 
currently  getting  under  way. 

Asset  management  has  long  been 
anathema  to  Safra— because  of  the  fear 
that  clients  will  lose  money  and  blame 
him.  But  he  recognizes  that,  in  this  low- 
interest-rate  environment,  he  has  no 
choice  but  to  go  into  that  business. 
Meanwhile,  Safra  has  not  ended  his 
quest  for  "investment  savers  "  A  recent 
bid  for  GreenPoint  Savings  Bank,  the 
largest  remaining  independent  savings 
bank  in  the  New  York  area,  was  a  fail- 
ure, though— and  an  embarrassing  one  at 
that.  When  the  GreenPoint  board  re- 
fused to  accept  Keil's  offer  to  discuss  a 
merger,  Keil  went  public  with  a  bid  for 


the  bank,  offering  a  spel 
interest  payment  to  deposit! 
Republic's  tactics  were  <l 
demned  by  the  New  York  Sf- 
Banking  Dept.  as  "illegal  1 
improper"— a  label  that  enral 
Safra.  "I  was  more  hurt  tl 
angry,"  observes  Keil,  whol 
lieves  there  was  not  the  slijl 
est  bit  wrong  with  the  bidp 
GreenPoint.  "But  Edmond 
upset.  Sure,  his  name  was 
associated  with  the  offer.  Bi 
was  as  if  his  children  had  t 
accused  of  wrongdoing.' 
pauses.  "Yes,  lie  was  very 
set."  The  family's  name 
been  sullied— unfairly  or  fs 
is  quite  beside  the  point. 
happiest  day.  Safra  is  a  ^ 
ried  man.  He  worries  about 
banks— his  "children"— but  h 
at  least  as  worried  about 
place  in  the  world  to  co 
There  is  a  phrase  he  uses  o 
—Baruch  Haschem—UPT 
God."  He  tries  to  be  a  relig 
Jew,  albeit  with  failings 
support  of  the  Syrian  Je^ 
community  is,  he  says,  a  "d 
In  Israel,  largess  by  Safra 
his  brothers  supports  Sep> 
die      religious  institut 
throughout  the  country.  S 
has  given  more  than  7 
scholarships  to  Sephardic 
dents  in  recent  years.  In 
U.  S.,  Safra  is  the  quiet  b 
factor  of  the  Syrian  Je\ 
community,  and  he  is  belit 
to  be  supporting  hundreds  of  desti 
Syrian  refugees  in  America.  He  alsoj 
friend  and  financial  backer  of  a  lea* 
figure  in  the  U.  S.  Jewish  commu; 
the  ailing  Lubavitcher  Rebbe,  Menac 
Schneerson,  whose  militance  Safra  n 
admires.  But  the  Safras  are  carefi 
avoid  becoming  involved  in  Israeli 
tics— even  though  Edmond  Safra,  ui 
many  other  Sephardim,  is  a  support* 
the  Israeli-PLO  peace  accord.  Arnor 
calls  receiving  an  emotional  phone 
from  Safra  when  the  accord  was 
nounced:  Safra  called  it  the  hapj 
day  of  his  life.  Safra  is  a  friend  oi 
other  supporter  of  the  accord,  Isr 
former  Sephardic  chief  rabbi,  Ov 
Yosef,  who  performed  Safra's  marr: 
Despite  its  religious  bent  and  ph 
thropy,  the  Safra  clan  was,  until  rei 
ly,  very  low  key  in  its  dealings  wit 
rael— for  fear  of  alienating  its  t 
clientele.  Safra's  intimates  maintain 
he  used  to  travel  to  Israel  incog 
But  that  has  changed  dramatical! 
recent  years.  In  1990,  Joseph  and  h 
Safra  purchased  First  Internat 
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.  It  is  Israel's  fifth-largest  bank  and 
tremely  profitable— but  it  had  to 
;  itself.  It  was  not  until  1992  that 
>ank  was  allowed  to  use  the  Safra 
y  emblem  for  the  first  time.  Re- 
Shlomo  Piotrkowsky,  managing  di- 
r  of  the  bank:  "They  made  it  clear 
it  takes  a  long  time  before  the  Sa- 
imily  allows  anyone  to  use  their  in- 
|  As  they  put  it,  their  reputation  is 
lost  important  thing  they  possess, 
lad  to  show  that  we  indeed  were 
tied  to  be  identified  as  a  Safra 

mond  Safra  has  no  holdings  in  Is- 
limself.  But  that  may  change— and 
atically.  He  is  considering  putting  in 
for  a  controlling  interest  in  Bank 
ii,  Israel's  second-largest  bank,  with 


assets  of  nearly  $29  billion.  Israel's  M.  I. 
Holdings,  the  state-owned  company  that 
is  selling  off  the  government's  stake  in 
Leumi  and  other  banks,  is  asking  for 
bids.  A  "controlling  interest"  in  the  bank 
would  constitute  at  least  20%  of  the 
shares— which  would  cost  some  $500  mil- 
lion. That's  not  pocket  money,  but  it's 
clearly  within  Safra's  means. 

And  more  than  just  sentiment  would 
drive  such  a  bid.  Bank  Leumi  has  exten- 
sive operations  outside  Israel,  including 
offices  throughout  Latin  America,  a  ma- 
jor Safra  stronghold.  And  late  last  year, 
Republic  bought  Bank  Leumi's  money- 
losing  Canadian  operations. 

But  no  matter  how  successful  his  "chil- 
dren" may  become,  Safra  will  see  to -it 
that  he  never  becomes  the  largest  bank- 


er in  the  country  he  has  come  to  cher- 
ish—the U.S.  It's  not  that  the  thought 
hasn't  occurred  to  him,  but  to  be  No.  1 
here  is  unthinkable.  Not  even  when  he 
had  the  opportunity— as  he  did  when 
Chase  Manhattan  Corp.  stock  was  at  a 
low  in  1990.  "The  market  value  was  such 
that  I  could  have  afforded  it,"  Safra  re- 
calls. But  no  Jew  should  own  the  largest 
bank  in  a  non-Jewish  country.  "That  is 
what  my  father  taught  me.  I  told  that  to 
my  brothers  in  Brazil,  too.  Never  be- 
come the  largest  bank." 

Safra  may  have  that  opportunity  in 
Israel,  but  in  the  rest  of  the  world— 
never.  There,  he  will  always  be  an 
outsider. 

By  Gary  Weiss  in  New  York,  with  Need 
Sandler  in  Jerusalem  and  bureau  reports 


IS  PETER  COHEN  A  FISH  OUT  OF  WATER? 


i  the  1980s,  Shearson  Lehman 
Brothers  Chairman  Peter  A.  Cohen 
was  the  quintessential  high-rolling 
■stment  banker.  And  when  he  suf- 
d  a  downfall— after  missteps  in  rjr 
dsco  Inc.'s  takeover  battle  and  a 
i  falling-out  with  American  Express 
James  D.  Robinson  III— there  was 
cely  a  wet  eye  on  Wall  Street.  Co- 
was  not  the  most  popular  man  in 
business— and  he 
w  it.  "Peter  paid 
e  emotional  dues 
I  the  past  four 
rs,"  says  a  friend, 
agine  seeing  your- 
on  the  theater  mar- 
9  every  night— and 
l  not  getting  any 
pts  at  all." 

0  his  friends  on  the 
iet— none  of  whom 
ild  be  quoted  on 
record— Cohen  is  a 
iant  executive.  Nev- 
leless,  the  talk  on 

1  Street  is  that  Ed- 
id  Safra  has  given 
en  a  job  as  chair- 
i  of  Republic  New 
k  Securities  Corp.— 

vice-chairman  of 
aiblic  New  York 
p.— in  gratitude  for 
ie  unspecified  favor  in  the  past, 
lat  favor?"  exclaims  Walter  H. 
ner,  Republic  New  York  Corp.'s 

"If  there  was  a  favor,"  says  Co- 
,  "Edmond  could  have  figured  out  a 

elaborate  way  of  paying  it  back." 
HA  magnet.  Still,  even  Cohen's 
tids  find  it  hard  to  view  a  man  of 
lofty  ambitions  as  the  head  of  a 
servative  bank's  securities  division. 


And  another  as  yet  unresolved  issue  is 
even  more  fundamental:  Will  Republic 
Securities  be  an  aggressive,  highly  vis- 
ible new  force  on  the  Street?  Or,  as 
billed  by  such  top  executives  as  Treas- 
urer Thomas  F.  Robards,  is  it  mainly 
designed  to  serve  the  bank's  existing 
customers? 

Cohen's  public  image  is  a  sore  point. 
He  does  not  seek  publicity— it  has  not 


BEFORE  THE  FALL  COHEN  AND  ROBINSON,  THEN  OF  AMERICAN 
EXPRESS:  COHEN'S  BRASHNESS  MAY  HURT  HIM  AT  REPUBLIC 


been  favorable,  after  all— but  Republic 
honchos  are  clearly  nervous  that  he 
will  attract  attention.  For  example, 
they  refused  to  allow  BUSINESS  WEEK 
to  photograph  Cohen  alone— only  with 
other  executives. 

There  are  some  signs  of  internecine 
tensions.  Neither  Cohen  nor  Republic 
New  York  Securities  CEO  Louis  B. 
Lloyd  have  ever  been  involved  in  run- 


ning a  prime  brokerage.  And  now,  be- 
cause of  approval  granted  in  January 
by  the  Federal  Reserve,  they  can  en- 
gage in  any  kind  of  activity,  including 
underwriting  and  proprietary  trading. 
So  how  will  those  broad  powers  be 
used?  No  one  is  sure  just  yet,  but  al- 
ready, the  way  Safra's  inner  circle  en- 
visions the  future  of  Republic  Secur- 
ities seems  a  lot  different  from  the 
way  that  it  is  seen  by 
Cohen  and  his  people. 

For  example,  Jeffrey 
C.  Keil,  president  of 
Republic  New  York 
Corp.,  believes  Repub- 
lic Securities  is  likely 
to  make  inroads  into 
discount  brokerage, 
perhaps  beginning  with 
brokers  in  the  bank 
branches,  something 
Republic  has  already 
been  doing  on  a  small 
scale.  However,  Cohen 
does  not  think  much  of 
that  idea,  instead  talk- 
ing of  expanding  in  the 
hedge  fund  and  high- 
net  worth  brokerage 
business.  Weiner:  Re- 
public New  York  s  CEO, 
likens  the  nascent  Re- 
public Securities  a 
"centipede"— a  metaphor  he  is  quirk  to 
retract. 

That's  true— for  now.  But  whatever 
Republic  Securities  does,  if  Cohen  has 
anything  to  say  about  it,  it  will  be  big. 
"We're  still  young,"  says  the  47-year-old 
Cohen.  He  could  be  talking  about  Re- 
public Securities.  Or  he  could  just  be 
talking  about  himself. 

By  Gary  Weiss  in  New  York 
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TWO  REASONS  WHY 
COKE  IS  IT: 
CHINA  AND  RUSSIA 


Coca-Cola  is  one  of  the  biggest 
sponsors  of  the  1994  Olympics, 
but  it  hasn't  won  gold  medals  on 
Wall  Street  for  a  while.  Its  stock  has 
languished  between  40  and  45  for  two 
years  and  is  currently  at  42.  But  some 
money  pros  are  now  thirsty  for  Coke, 
the  world's  largest  soft-drink  maker. 
"Coke  is  the  thing— the  stock  to  buy  in 
this  defensive  market  and  definitely  a 
vehicle  for  investors  to  go  global,"  ar- 
gues investment  adviser  Steve  Leeb. 

With  international  operations  pro- 
ducing nearly  70%  of  sales  and  80%  of 
earnings,  the  stock  is  a  compelling  play 
in  overseas  markets,  says  Leeb,  editor 
of  Personal  Finance  and  The  Big  Pic- 
ture newsletters.  He  predicts  Coke's 
profits,  29%  of  which  come  from  Pacif- 
ic countries  and  Canada  and  28%  from 
the  European  Union,  will  grow  robust- 
ly over  the  next  few  years. 

China  and  Russia  are  markets  that 
Coca-Cola  could  build  up  in  a  big  way, 
says  Leeb,  adding:  "I  know  of  very 
few  companies  that  can  develop  a  for- 
eign market  as  efficiently  and  profit- 
ably as  Coke."  He  sees  it  swallowing  a 
big  gulp  of  China  and  Russia,  as  it  has 
done  in  Japan  and  Europe. 

In  1993,  Coca-Cola  sold  100  million 
cases  in  China,  where  it  is  building  10 
factories— on  top  of  the  13  it  has  in 
operation.  Coke's  Chinese  operations 
are  already  profitable,  and  the  new  fa- 
cilities could  mean  25%  annual  growth, 
Leeb  says. 

GLUG,  glug.  "No  longer  can  the  Street 
afford  to  ignore  Coca-Cola,"  says  Leeb. 
He  sees  the  stock  rising  to  65  in  two 
years.  "Five  years  from  now,  it  will 
be  a  $100  stock." 

Several  observers  agree  that  Coca- 
Cola,  which  also  makes  Tab,  Sprite, 
Minute  Maid,  and  Hi-C,  faces  rosy 
prospects.  Analyst  George  Thompson 
of  Prudential  Securities  notes  that 
Coca-Cola  cfo  Jack  Stahl  "reinforced 
our  conviction  that  Coca-Cola's  near- 
term  fundamentals  are  becoming  more 
positive  and  that  the  long-term  case 
for  the  stock  is  the  best  we've  encoun- 
tered in  20  years." 

A  laggard  in  1993— despite  strong 
growth  in  earnings  per  share— Coca- 
Cola  is  selling  at  the  low  end  of  its 
historic  price-earnings  range  of  32  to 
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25,  notes  June  Page  of  Bear  Stearns. 
Its  current  p-e  is  25.  Based  on  Page's 
1994  earnings  estimate  of  $2  a  share 
(vs.  last  year's  $1.68),  she  sees  the 
stock  trading  at  55  this  year.  Coca- 
Cola,  with  "a  truly  global  brand  fran- 
chise," says  Page,  "is  our  top  stock 
pick  for  1994." 


MORE  THAN  HOT  AIR 
ABOUT  AAON 


What's  so  hot  about  AAON? 
This  maker  of  rooftop  heat- 
ing, ventilation,  and  air-con- 
ditioning (HVAC)  systems  "is  on  the  fast 
lane  and  growing,"  says  Jerry  Levine, 
director  of  research  at  Commonwealth 
Associates,  a  New  York  securities  firm. 
aaon's  systems  are  designed  for  struc- 
tures no  taller  than  10  stories,  such 
as  malls.  Some  $19  million,  or  42%,  of 
aaon's  business  comes  from  Wal-Mart 
Stores,  for  which  it  makes  customized 
units  that  meet  the  giant  retailer's  re- 
quirements. Kmart  is  the  second-larg- 
est customer,  accounting  for  $6  mil- 
lion, or  12%,  of  sales.  The  company 
has  been  widening  its  customer  list  to 
include  other  big  retailers,  such  as 
Home  Depot,  Target  Stores,  and 
Mervyn's. 

"AAON's  stock  is  still  way  underval- 
ued, based  on  the  company's  fast  top- 
line  and  bottom-line  growth  in  a  niche 
business,"  asserts  Levine.  Currently 
trading  at  10,  the  stock  should  hit  15  in 
the  next  six  months  and  climb  to  20  in 
12  months,  he  predicts. 

Rooftop  HVAC  units  are  a  nearly  $800 
million  market,  of  which  AAON  has  only 
about  6%.  The  biggest  in  the  industry 


is  Carrier,  estimated  to  control  25% 
the  market.  But  aaon's  products 
higher-priced,  with  a  lot  of  additiofl 
uses  that  cater  to  specific  custoni 
demands.  "That's  the  fast-growing  pf 
of  the  business,"  says  Levine,  who 
pects  earnings  of  75<f  a  share  this  y« 
on  projected  sales  of  $63  million, 
90<t  in  1995,  on  sales  of  $75  million.! 
earned  48<t   (including  a  one-tiA 
charge)  on  sales  of  $45.4  million  1 
1993.  Says  a  confident  Norm  Asbjo; 
son,  aaon's  president:  "Next  year,  w 
control  10%  of  the  market." 


DIALING 

FOR  VODAFONE 
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ver  in  search  of  underpin 
growth  stocks,  money  manaj 
Larry  Keblusek  regularly  screi 
some  800  companies,  but  only  100 
125  of  them  end  up  in  his  $4.5  bill 
portfolio.  One  recent  find,  a  Brit 
company  whose  American  deposits 
receipts  (adrs)  trade  on  the  Big  Boa 
"is  a  real  gem,"  he  says,  with  all  tj 
characteristics  of  a  budding  growf 
stock  plus— believe  it  or  not— a  stro 
takeover  appeal.  The  company  is  Voi 
fone  Group,  a  mobile-communicatic 
outfit  providing  cellular,  paging,  a 
mobile  radio  services. 

Trading  at  90,  Vodafone  is 
undervalued  play  in  the  huge  glol 
cellular-phone  business,"  says  Keb 
sek,  director  of  Northern  Trus: 
Northern  Investment  Counselors 
Chicago.  Vodafone's  core  business,  f 
merly  known  as  Racal  Telecom,  is  < 
erating  one  of  Britain's  cellular  n 
works,  serving  more  than  55%  of  t 
country's  subscribers. 

It  also  has  big  stakes  overseas, 
eluding  a  license  to  build  and  open 
Australia's  third  network,  a  30%  int 
est  in  a  Hong  Kong  cellular  operat 
16%  in  a  cellular  network  in  Germa 
80%  in  a  Maltese  cellular  operator,  e 
18.9%  in  a  Swedish  company  licens 
to  operate  three  networks. 

These  interests  could  attract  1 
likes  of  American  Telephone  &  Tt 
graph  and  the  Baby  Bells.  Speculat 
is  that  Vodafone  is  high  on  their  li 
of  takeover  candidates,  says  Keblus 
Vodafone  shares  are  worth  $180  ir 
buyout.  Most  U.  S.  companies  in  t 
business  are  highly  leveraged,  but  V 
afone  has  little  debt.  He  sees  it  earni 
$3.50  in  the  fiscal  year  ending  M 
30,  and  $4  in  fiscal  1995.  It  earn 
$3.01  in  1993.  Vodafone,  he  says, 
the  best  global  play  in  cellulars." 
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for  Human  Potential 


After  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer 
in  my  lap.  " 


'art  of  People's  Lives  Everywhere. 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals,  taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 


UltraLite  Versa 


For  more  information,  call  us  at  1-800-338-9549. 


A  PROFIT  BLAST  FRO 


■  n  many  ways,  the  fourth  quarter  of 
I  1993  seemed  like  a  page  from  the 
B  history  books.  Detroit's  cars  and 
trucks  sold  like  crazy.  Fashions  at  Sears, 
Roebuck  &  Co.  were  in  demand.  Con- 
glomerates saw  their  profits  surge.  Even 
IBM  turned  a  profit  for  the  first  time 
since  early  1992. 

Happy  days  were  here  again  for  much 
of  Corporate  America  in  the  last  quarter 
of  1993.  The  gross  domestic  product 
surged  5.9%— the  fastest  clip  since  1987. 
Inventory  levels  were  at  historic  lows. 
Consumer  spending  held  steady,  pushing 
u])  sales  lor  i  lie  '.'()()  companies  in  Bi  si- 
ness  week's  Corporate  Scoreboard  by  a 
healthy  if  unspectacular  5%.  Fourth-quar- 
ter profits  jumped  27%  as  companies 
continued  to  reap  the  benefits  of  recent 
restructurings  and  cost-cutting.  "It  was  a 
wonderful  quarter.  [The  economy  hit] 
its  sweet  spot  for  profits,"  notes  Mau- 
reen F.  Allyn,  chief  economist  at  Scud- 
der,  Stevens  &  Clark  Inc.  "The  reason 
profits  are  rising  faster  than  sales 
growth  is  the  wonderful  leverage  you 
get  in  a  period  of  acceleration." 
last  call?  The  fourth-quarter  boom, 
spurred  by  consumer  spending,  purchas- 
es of  capital  equipment,  and  construc- 
tion, helped  buoy  results  for  all  of  1993, 
when  profits  rose  19%  and  sales  5%.  But 
profit  growth  in  the  coming  year  is  ex- 
pected to  be  more  modest,  since  the  big 
cost-cutting  gains  are  largely  behind 
most  companies  and  the  effect  of  the 
big  federal  tax  hike  may  soon  show  up 
on  companies'  bottom  lines.  Lacy  H. 
Hunt,  chief  U.  S.  economist  at  hsbc 


Holdings  PLC,  expects  profit  growth  to 
range  from  7%  to  9%  in  1994,  with  sales 
again  growing  by  approximately  5%. 
"The  cumulative  effect  of  the  $42  bil- 
lion [corporate]  tax  increase  will  nibble 
at  the  economy's  underpinnings,"  Hunt 
predicts. 

Exxon  Corp.  ruled  the 
roost  of  BUSINESS  week's 
Top  25  earnings  leaders 
of  1993.  Profits  at  the  gi- 
ant oil  company  jumped 
10%  last  year,  to  $5.3  bil- 
lion, while  its  sales  slipped 
5%,  to  $99.2  billion.  De- 
spite declining  oil  prices 
as  the  year  drew  to  a 
close,  Exxon  continued  to 
benefit  from  its  long-run- 
ning restructuring  and 
cost-cutting  efforts.  Re- 
duced operating  expenses 
contributed  more  than 
$450  million  to  Exxon's 
aftertax  earnings  in  1993. 
The  company's  results 
were  also  bolstered  by  im- 
proved refining  and  retail- 
gasoline  margins,  particu- 
larly overseas,  and  by 
some  new  oil-and-gas  pro- 
duction projects. 

But  1993  was  not  a 
golden  year  for  everyone. 
The  1992  profit  leader, 
Philip  Morris  Cos., 
dropped  to  the  fourth 
spot  on  the  most  profit- 
able list  for  1993.  The 
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food-and-tobaeco  behemoth  was  woul; 
by  a  tobacco  price  war  it  touche 
in  April  when  it  slashed  the  price 
Marlboro  cigarettes  in  an  effort  to 
back  eroding  market  share.  All 
Philip  Morris'  profits  sank  28%,  to 
billion. 


THE  LEADERS  IN 


THE  TOP  25  IN  SALES 


1993  sales    Percent  chanc 

Millions  of  dollars        from  19< 


1  GENERAL  MOTORS  $138  219 

2  FORD  108,521 

3  EXXON  99,161 

4  WAL-MART*  67,986 

5  AT&T  67,156 


5 

8 


-5 
21 
3 


6  IBM  62,716 

7  GENERAL  ELECTRIC  60,562 

8  MOBIL  57,151 

9  SEARS  ROEBUCK  50,838 
10  PHILIP  MORRIS  50,621 


-3 
6 
-1 
-3 
1 


1 1  CHRYSLER 

1 2  KMART 

1 3  DUPONT 

14  CHEVRON 

1 5  TEXACO 


43,600 
40,889 
37,098 
37,082 
34,071 


18 
10 

-2 
-7 
-7 


16  CITICORP  32,196 

1 7  PROCTER  &  GAMBLE  30,067 

18  BOEING  25,438 

19  AMOCO  25,340 

20  PEPSICO  25,021 


1 

-1 
■16 
0 
14 


21  ITT  22,762 

22  CONAGRA  22,481 

23  KROGER  22,384 

24  UNITED  TECHNOLOGIES  21 ,081 

25  ALLSTATE  20,946 


-1 
5 
1 

-4 
4 


=nol ranked 


DAM 


PAST 


THANKS  TO  A  BOOM  IN  THE  FOURTH  QUARTER, 
1AST  YEAR  HAD  AT  LEAST  SOME  OF  THE  SIZZLE 
OF  GO-GO  TIMES  GONE  BY 


least  Philip  Morris  still  made  mon- 
st  year.  At  IBM,  a  slim  profit  of 
million  in  the  fourth  quarter  didn't 

close  to  offsetting  losses  for  the 
i  year,  which  totaled  nearly  $8  bil- 
That  made  Big  Blue  the  biggest 
y-loser  of  the  year.  Another  big 


AND  PROFITS 


THE  TOP  25  IN  EARNINGS 


1993  profits 

Percent  change 

1992 

Millions  of  dollars 

from  1992 

rank 

N 

$5,280 

10% 

2 

HAL  ELECTRIC 

4,424 

3 

3 
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NM 
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NM 
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99 
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17 

7 
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35 
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8 
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-1 1 

5 

L 
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22 
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24 

12 

OL-MYERS  SQUIBB 

1,959 

27 

16 

AMERICA 

1,954 

31 

17 

)RP 

1,919 

166 

59 

CO 

1,820 

114 

47 

'SON  &  JOHNSON 

1,787 

10 

15 

ORGAN 

1,723 

52 

19 

ICAN  EXPRESS 

1,605 

178 

109 

CO 

1,588 

22 

23 

ICAL  BANKING 

1,569 

44 

34 

ITECH 

1,513 

12 

20 

VTLANTIC 

1,482 

7 

18 

ed  January,  1994 
ON  OF  MCGRAW-HILL  INC. 


loser  was  Flagstar  Cos.:  The  owner  of 
the  Denny's  and  El  Polio  Loco  family- 
style  restaurant  chains  lost  $1.7  billion  in 
1993,  largely  because  of  a  huge  write-off 
of  goodwill  and  a  restructuring  charge. 
ENGINE  TUNE-UP.  Among  industries,  autos 
were  by  far  the  big  winner,  with  Gener- 
al Motors,  Chrysler, 
and  Ford  crowding 
around  the  top  of 
the  most  profitable 
list.  What  got  the 
Big  Three's  engines 
running?  An  8% 
jump  in  car  and 
light-truck  sales  led 
the  general  econom- 
ic turnaround.  De- 
troit also  won  back 
some  market  share 
from  Japanese  auto 
makers,  whose  pric- 
es in  the  U.  S.  were 
forced  up  by  the  soaring 
yen.  As  demand  strength- 
ened, carmakers  were 
able  to  scale  back  on  re- 
bates and  other  incen- 
tives, which  aided  the  bot- 
tom line. 

Retailing  also  saw  an 
industrywide  upswing,  as 
1993  profits  surged  206% 
against  weak  year-ago  re- 
sults. And  while  it's  no 
longer  the  nation's  larg- 
est retailer,  Sears  was  the 
most  profitable  shopkeep- 
er of  1993.  Thanks  partly 


to  a  $635  million  gain  on  the  initial  pub- 
lic offering  of  its  Allstate  Corp.  unit, 
Sears  earned  $2.4  billion  on  sales  of 
$50.8  billion.  With  $68  billion  in  sales, 
Wal-Mart  Stores  Inc.  is  the  retail-sales 
champion,  but  its  profits  were  a  second- 
place  $2.3  billion,  up  17%  from  the  year 
before. 

Industries  that 
set  themselves 
apart  with  declin- 
ing profitability 
included  tobacco, 
because  of  the 
price  war  ignited 
by  Marlboro,  and 
telephone  compa- 
nies. The  Baby 
Bells'  operating 
profits  were  up 
about  6%  for  the 
year,  while  reve- 
nues rose  by  4%.  But  huge  restructuring 
dragged  down  net  income  by  37%,  to 
$5.6  billion.  The  charges  were  for  layoffs 
and  write-offs  of  obsolete  copper-wire 
equipment,  which  is  being  replaced  by  fi- 
ber-optic cable.  Analysts  say  the  Baby 
Bells  need  to  clean  house  as  much  as 
possible  in  anticipation  of  a  flood  of  com- 
petition for  local  phone  service,  which  is 
expected  to  grow  brutal  by  1996. 

Looking  ahead,  business  week  fore- 
casts that  corporate  earnings  will  keep 
rising  in  the  first  half  of  1994.  Aftertax 
profits  for  all  corporations  should  in- 
crease about  10%  in  the  first  and  second 
quarters,  compared  with  the  same  peri- 
od of  1993.  While  that's  less  than  half 
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the  jump  that  profits  took  in  the  fourth 
quarter,  it  should  be  kept  in  mind  that 
economic  growth  is  expected  to  slow  to 
around  3.5%,  or  roughly  half  its  gallop- 
ing rate  of  the  fourth  quarter.  Although 
the  Commerce  Dept.  reported  prelimi- 
nary fourth-quarter  growth  in  gross  do- 
mestic product  of  5.9%,  that  figure  is 
expected  to  be  revised  to  about  6.5%  on 
Mar.  1.  The  900  companies  in  the  BUSI- 
NESS WEEK  Scoreboard  account  for  some 
50%  of  all  the  profits  generated  in  the 
economy. 

What's  keeping  this  upturn  chugging? 
Revenues  will  benefit  from  domestic  de- 
mand that  shows  no  signs  of  flagging. 


The  sectors  to  watch:  housing,  consu- 
mer durables,  and  high-tech  capital 
equipment.  And  companies  that  export 
to  Southeast  Asia  and  Latin  America 
can  count  on  those  customers  to  keep  or- 
ders flowing,  though  Japan  and  Europe 
probably  won't  be  buying  much  until 
the  second  half  of  the  year. 
MORE  FOR  LESS.  On  the  cost  side,  busi- 
nesses still  won't  see  their  labor  bills 
cutting  into  margins,  because  wages  and 
salaries  are  unlikely  to  grow  much  fast- 
er than  the  inflation  rate.  And  these  big 
gains  in  productivity  mean  that  compa- 
nies, especially  those  in  manufacturing, 
are  turning  out  their  wares  much  more 


efficiently.  But  most  companies  will  I 
little  leeway  to  increase  prices  as  a  If 
of  raising  profits. 

Still,  the  momentum  gained  fron 
especially  strong  finale  to  1993  wif 
as  "a  hell  of  a  benefit"  in  keeping  coi 
nies  rolling  along,  says  Goldman,  S 
&  Co.  Senior  Economist  Edwani 
McKelvey.  Lacking  the  sustained  bj 
that  typically  follows  a  recession,  Ccj 
rate  America  will  have  to  measurJ 
stop-and-go  recovery  one  great  qua 
at  a  time. 

By  Elizabeth  Lesly,  with  Kathleen  J 
igan,  in  New  York,  Kathleen  Kerwm 
Detroit,  and  Wendy  Zellner  in  Dallci 


A  SPOTLIGHT  ON  1993  INDUSTRY  PROFITS 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


45- 


PERCENT 
CHANGE  FROM 
SAME  PERIOD 
OF  PRECEDING 
YEAR,  ALL 
INDUSTRIES 


12-MONTH 
MOVING 
AVERAGE 


-15- 


IV  I 

'93 


BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED  +27% 
WITHOUT 

COMPUTERS  +7% 

WITHOUT 
TELEPHONE 
COMPANIES  +45% 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1993 

Earnings  rose  a  healthy  $30  billion  in  1 993,  with  the  auto  industry  showing  the 
biggest  improvement.  GM  and  Ford  turned  1 992  losses  into  multibillion-dollar 
gains,  while  Chrysler's  profits  jumped  378%.  Among  the  disappointments, 
restructuring  hurt  earnings  at  Nynex  and  other  regional  phone  companies. 
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CORPORATE  SCOI 


FOURTH  QUARTER  &  FULL  YEAR  1993 


iSARY 

:  Includes  all  sales  and  other  operating 
jes.  For  banks,  includes  all  operating 
jes. 

s:  Net  income  before  extraordinary 
For  banks,  profits  are  net  income  after 
y  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  1 2  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Feb.  1 1, 
1994,  common-stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  12-month 
period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 
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0.5 

7.1 

12 

0.92 

ar 

938.1 

22 

3541.5 

29 

45.5 

81 

142.2 

118 

4.9 

3.3 

12.9 

16 

3.66 

S  &  EQUIPMENT 

IP  COMPOSITE 

6154.3 

10 

23996.1 

11 

-970.8 

NM 

-325.3 

NM 

NM 

2.5 

-7.2 

19 

-0.95 

i  Industries 

468  7 

3 

1939.4 

3 

10.3 

10 

40.3 

1 

2.2 

2.1 

9.6 

18 

1.81 

-Warner  Automotive 

277.1 

7 

985.4 

6 

14  5 

NM 

32.8 

NM 

5.2 

NM 

7.1 

23 

1.41 

nins  Engine 

1117.8 

10 

4247.9 

13 

52.6 

78 

182.6 

172 

4.7 

2.9 

34.5 

1  1 

4.95 

I 

1427.6 

13 

5563.3 

1  1 

35.1 

63 

128  5 

198 

2.5 

1.7 

17.4 

21 

2  78 

j-Picher  Industries  (1) 

175.9 

9 

661  5 

8 

-1 170.6 

NM 

-1  144.7 

NM 

NM 

4.5 

NM 

NA 

103  78 

i 

1 1 15.0 

8 

4401.0 

7 

300 

-23 

180  0 

29 

2  7 

3  8 

17.3 

23 

2.57 

1(4) 

499  3 

8 

1981.4 

8 

24  1 

26 

98.5 

40 

4.8 

4  1 

13  5 

18 

1.68 

ral-Mogul 

393.2 

10 

1575.5 

25 

7.3 

NM 

40.1 

811 

1.9 

NM 

10  3 

32 

1.13 

ine  Mfg.  (9) 

172.4 

18 

622.3 

1  1 

10.6 

43 

41.6 

31 

6.2 

5.1 

17.0 

21 

1.37 

i  (A.  O.) 

309.2 

17 

1 193.9 

14 

9.1 

47 

42.7 

57 

2  9 

2  3 

15.8 

19 

2  08 

dard  Products  (6) 

198.3 

13 

824.6 

20 

6.2 

-21 

32.2 

8 

3.1 

4.5 

14.4 

18 

2.06 

&  RUBBER 

IP  COMPOSITE 

3371.2 

0 

13427.2 

-1 

164.1 

3 

669.6 

20 

4.9 

4.7 

20.6 

16 

2.60 

lag 

160.4 

0 

590.2 

0 

23.0 

3 

78.7 

-5 

14.4 

13  9 

21.5 

20 

2.88 

>er  Tire  &  Rubber 

294  9 

0 

1 193.6 

2 

27.8 

-18 

102.2 

-6 

9.4 

1 1.5 

19.1 

22 

1.22 

Jyear  Tire  &  Rubber 

2916.0 

0 

1 1643.4 

-1 

1 13.2 

10 

488.7 

33 

3.9 

3.5 

20.8 

14 

3.33 

h  quarter  ended  Nov.  30.  (2)  Fourth  quarter  ended  Oct.  31.  (3)  First  quarter  and  most  recent  1  2  months  ended  Dec.  31.(4)  First  quarter  and  most  recent  1  2  months  ended  Nov. 
irst  quarter  and  most  recent  1  2  months  ended  Oct  31.  (6)  Second  quarter  and  most  recent  1  2  months  ended  Dec.  31.(7)  Second  quarter  and  most  recent  1  2  months  ended  Nov 
econd  quarter  and  most  recent  1  2  months  ended  Oct.  3  1 .  (9)  Third  quarter  and  most  recent  1  2  months  ended  Dec.  31.  (10)  Third  quarter  and  most  recent  1  2  months  ended  Nov. 
Third  quarter  and  most  recent  1  2  months  ended  Oct  31.  (12)  Fourth  quarter  ended  Jan.  3  1 .  "Sales  include  excise  taxes.  "Sales  include  other  income.  ""Sales  include  excise 
I  other  income.  tRevenues  from  some  major  subsidiaries  not  included  in  sales.  Earnings  per  share  are  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent  fiscal  year, 
available.  NM  =  not  meaningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  McGRAW-HILL  INC. 
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COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

ML 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

ea; 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

SMIL 

% 

S  MIL 

% 

S  MIL 

$  MIL. 

% 

% 

12-31 

2-11 

SI 

3  BANKS 

INDUSTRY  COMPOSITE 

56580.3 

7 

219318.2 

3 

6983.1 

57 

25806.3 

48 

12.3 

8.4 

15.3 

10 

3 

(a)  BANKS  -  EAST 

GROUP  COMPOSITE 

30463.7 

9 

117401.1 

4 

3291.7 

64 

11637.7 

50 

10.8 

7.2 

15.2 

9 

Bank  of  Boston 

2330  8 

61 

7395.5 

27 

102.5 

65 

274.8 

34 

4.4 

4.3 

10.6 

1 1 

Bank  of  New  York 

934.0 

1 

3822.0 

-1 

157.0 

40 

559.0 

42 

16.8 

11.9 

14.1 

9 

Bankers  Trust  New  York 

2040.0 

31 

7800  0 

19 

279.0 

1  10 

1070.0 

67 

13.7 

8  5 

24.4 

7 

i: 

Chase  Manhattan 

3030.0 

1 1 

1  1417.0 

3 

313.0 

85 

466  0 

-27 

10.3 

6  2 

5.2 

18 

Chemical  Banking 

3127.0 

8 

12427  0 

2 

347.0 

14 

1569.0 

44 

11.1 

10.5 

15.6 

7 

Citicorp 

8399.0 

3 

32196  0 

1 

575.0 

105 

1919.0 

166 

6  8 

3.4 

16.9 

1  1 

CoreStates  Financial 

509.5 

-6 

2013.6 

-6 

85.3 

23 

327.9 

25 

16.7 

12.7 

17.6 

9 

First  Empire  State 

2  1  3  3 

-3 

8  5  1  2 

-4 

26  6 

2  3 

102.0 

4 

1 2.5 

9.8 

15.1 

10 

K 

First  Fidelity  Bancorporation 

608  3 

-2 

2428  7 

-1 

104.4 

1  7 

396.5 

26 

17  2 

14.4 

15.7 

10 

Fleet  Financial  Group 

1114  4 

-9 

4677  8 

_2 

136  0 

65 

488  0 

74 

1 2  2 

6  7 

1 5  3 

^  ] 

; 

Integra  Financial 

276  3 

1  4 

1113  5 

37  3 

152  8 

1 53 

13  5 

1 7  6 

i  n 
1  u 

KeyCorp 

713  9 

2834  5 

65  3 

1  4 

0A0  ft 
JOZ .  0 

z  j 

0  0 

y .  z 

ft  0 
O.J 

1  D.O 

1  A 

1  u 

; 

Mellon  Bank 

837.0 

19 

3237  0 

9 

1 14.0 

9 

361.0 

-17 

13.6 

14.9 

1  1 .0 

12 

Mcridion  Bancorp 

314  2 

.  ^ 

1247  0 

] 

42  1 

|  7 

1 50  5 

1 0 

1  J. 4 

1  1  1 

1  0  1 

i  i 

- 

MicJIontic 

250  1 

20 

1012  0 

_25 

59  1 

427 

1 70  4 

23  6 

0  A 

o.o 

119 

o 
y 

morgan  \j.  r./ 

OOftft  A 

94 
Z  4 

1 1 94 1  0 

]  7 

too  n 

77 

/  / 

1  700  A 

1  /  z  j  .u 

^o 

JZ 

1 1  l 

i  o .  i 

O  0 

y  .z 

1  Q  O 

1  o.z 

Q 

o 

i 

PNC  Bank 

1021.5 

-2 

4146.4 

1 

171.4 

19 

745.3 

41 

16.8 

13.7 

18  1 

9 

Republic  New  York 

599  3 

o 

2328  4 

] 

79  9 

20 

30 1  2 

1  O 

i  ^  o 

1  1  4 

1  Z.J 

o 

Showmut  National 

488  0 

i 

1918  0 

c 

1  33  6 

244  5 

330 

27  4 

1  c 

1  .0 

1  J.4 

Q 

State  Street  Boston 

409  5 

1 6 

1532  3 

47  7 

9 

1 79  8 

1 2 

1  1  A 

1  1  o 

1 2  4 

1  O.J 

1  A 
1  O 

; 

UJB  Financial 

259  6 

-6 

1062.5 

23.4 

32 

74.2 

38 

9.0 

6.4 

7.7 

1 8 

(b)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

10825.4 

3 

42758.6 

1 

1616.6 

44 

6347.4 

55 

14.9 

10.7 

16.7 

10 

: 

Banc  One 

1827.8 

1 

7226  8 

-2 

286.3 

39 

1 120.6 

28 

1  5  7 

1  1  4 

16.9 

1  1 

: 

Boatmen's  Bancshares 

538.7 

7 

2106.8 

2 

77.1 

141 

317.4 

39 

14.3 

6.4 

16.2 

9 

Comerica 

582.9 

4 

2245.4 

4 

90.1 

3 

340.6 

42 

15.5 

15.6 

15.6 

9 

Continental  Bank 

455.0 

5 

1 761 .0 

-1 

68.0 

1 1 

258.0 

1 6 

1  4.9 

1 4.0 

1  4  6 

8 

Fifth  Third  Bancorp 

243.4 

5 

953.9 

7 

52.3 

1  8 

1 96.4 

20 

21.5 

19.1 

16.4 

14 

First  Bank  System 

556  9 

2 

223 1 .4 

95.9 

NM 

298.0 

93 

17.2 

NM 

13.7 

13 

First  Chicago 

1 170.7 

4 

4826.5 

1  1 

172.8 

27 

804.5 

NM 

14.8 

12  2 

22.1 

5 

First  of  America  Bank 

305  1 

3 

1  194  2 

5 

65.8 

81 

247.4 

46 

21.6 

1 2.2 

17.5 

9 

_. 

rirstar 

1AA  Q 

1 

i  oao  o 

1 
1 

J  /  -> 

1  -J 

ZU4.J 

OT 
£.  J 

1  7  1 

li  7 

i  4./ 

170 
1  /  .Z 

1  A 

Huntington  Bancshares 

OCX  A 

Q 

a 

1  ^  A  0  1 

o 

Oj.4 

4  J 

OTA  O 

/JO.  7 

/I  7 

1  A  A 

1  1  O 

io  <; 
i  y.o 

1  A 

Mercantile  Bancorporation 

22 1  1 

4 

892.9 

2 

3 1 .4 

1  0  1 

1  1  7.0 

3  7 

1 4.2 

6.7 

13.9 

10 

Michigan  National 

237.2 

-7 

935.1 

-7 

32.6 

174 

23.8 

60 

13.8 

4.7 

3.0 

37 

National  City 

7m  ft 
/  uo .  0 

97A  1  O 

_T 
J 

1  UJ  J 

404  0 

1  O 

1 4  7 

1  J  .0 

i  ^  i 
■  j.  i 

^  i 

- 

. 

: 

in d l*  Bancorp 

70A  O 

/  74.7 

0 

_C 
J 

1  1  O  A 

6 

40  1  .0 

4j 

1  £  A 

1  j.u 

1  J.4 

1  5  o 

1  J.Z 

1  A 

1 

Northern  Trust 

"5  17/. 
O  1  /  .O 

4 

43.4 

i  J 

1  AQ  A 

1  oo  U 

1  A 

1  0  7 

1  J./ 

1  O  A 

17  1 

1  / .  J 

1  4 

: 

Norwest 

1391.9 

15 

5276.6 

10 

175.0 

167 

653.6 

49 

12.6 

5.4 

19  4 

12 

. 

Old  Kent  Financial 

201 .4 

1 

806.8 

-i 

30  5 

4 

127.9 

1  5 

15.1 

14.7 

16.1 

10 

Society 

573.7 

-1 

2381.1 

-l 

57.0 

34 

347.2 

15 

9.9 

15.0 

17.2 

10 

(c)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

8052.6 

12 

30336.8 

2 

1118.2 

86 

4220.2 

37 

13.9 

8.3 

15.4 

10 

AmSouth  Bancorporation 

251.0 

15 

971.3 

12 

38.1 

35 

146.2 

35 

1  5  2 

12  9 

15.3 

10 

BanPonce 

0  0  0  o 
Z  J  J-O 

i  i 
i  i 

Q07  0 

fly/  j 

4 

OH  O 
ZO.Z 

ZZ 

i  ao  o 
.j  . 

0  1 
Z  1 

1  Z.  1 

1  A  O 

i  u.  y 

1  O  7 
1  z ./ 

1  u 

Barnett  Banks 

758  8 

1 0 

31299 

~9 

113.3 

MM 

4Z  1  W 

1  AO 
1  <JZ 

1  4.9 

A  7 

1 5. 1 

1  A 

1  u 

Crestar  Financial 

276.1 

4 

1080.9 

0 

38.7 

39 

140.5 

76 

14.0 

10.5 

13. C 

12 

First  Union 

1495.1 

10 

5754  6 

4 

195  3 

MM 

817  5 

1  12 

13.1 

1.3 

15  8 

9 

NationsBank 

2968.0 

26 

10392  0 

5 

373  0 

59 

1301  0 

14 

12.6 

9.9 

14.8 

10 

Signet  Banking 

308.0 

20 

1 169.2 

12 

49.9 

57 

174  4 

60 

16.2 

1 2.4 

18.8 

12 

SouthTrust 

287.3 

14 

1 102.3 

14 

39.4 

24 

1 50  5 

32 

13.7 

12.7 

15  2 

10 

SunTrust  Banks 

770.7 

1 

3088.8 

-4 

1 19.2 

33 

473.7 

17 

15.5 

1  1.5 

16.4 

12 

Wachovia 

703  7 

5 

2750.4 

-1 

123  0 

12 

492.1 

14 

17.5 

16  3 

16.5 

1  1 

f 

(d)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

7238.7 

-2 

28611.7 

0 

956.6 

31 

3601.0 

45 

13.2 

9.9 

13.1 

10 

i 

Bancorp  Hawaii 

231.2 

-1 

938  1 

0 

35.7 

59 

132.6 

14 

15.4 

9.7 

14.6 

9 

BankAmerica 

3995.0 

-2 

15900  0 

4 

496  0 

5 

1954  0 

31 

12.4 

11.6 

12  1 

9 

First  Interstate  Bancorp 

969.2 

-1 

3898  3 

-5 

155.4 

89 

561.4 

99 

160 

8.4 

16  0 

10 

U.  S.  Bancorp 

503.4 

1 

1965.5 

2 

67.1 

2 

257.9 

24 

13.3 

13.2 

14.7 

11 

Union  Bank 

314.9 

7 

1265.8 

-9 

12.4 

52 

83.1 

-19 

3.9 

7.7 

6.7 

13 

Wells  Fargo 

12  2  5  0 

-2 

4854  0 

-7 

190.0 

228 

612.0 

116 

15.5 

4  6 

15.3 

13 

l 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

32244.3 

0 

130422.0 

0 

833.6 

NM 

3849.3 

-14 

2.6 

NM 

8.1 

39 

Air  Products  &  Chemicals  (3) 

827.3 

2 

3341.5 

2 

75.1 

9 

207.0 

-27 

9.1 

8.5 

9.8 

27 

American  Cyanamid 

985.4 

3 

4276.8 

2 

-93.3 

NM 

-163.7 

NM 

NM 

6.1 

-10.4 

NM 

Arco  Chemical 

840  0 

8 

3  192  0 

3 

68.0 

42 

214.0 

9 

8.1 

6  2 

13.5 

21 

Betz  Laboratories 

168  4 

2 

684  9 

-3 

7.8 

-61 

63.4 

-23 

4.6 

1 1.6 

17.8 

24 

Cabot  (3) 

398.5 

1 

1616.7 

3 

16.0 

34 

41.5 

-28 

4  0 

3.0 

8.7 

26 

Dexter 

221.2 

-2 

887.1 

-7 

8.3 

-4 

34,1 

-1  1 

3.8 

3  9 

10.9 

18 
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CORPORATE  SCOR 


IAPANY 


SALES 


PROFITS 


MARGINS 


4TH  CHANGE 

QUARTER  FROM 

1993  1992 

$  MIL.  % 


RETURN  ON 
COMMON 
EQUITY 


12 

12         CHANGE  4TH  CHANGE  12  CHANGE       4TH  4TH  EQUITY         PRICE-  MONTHS' 

MONTHS  FROM  QUARTER  FROM  MONTHS  FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 
1993  1992  1993  1992  1993  1992         1993         1992         ENDING         RATIO  PER 

$  MIL.  %  $  MIL  %  $  MIL  %  %  %  12-31  2-11  SHARE 


■  Chemical 

4505.0" 

-5 

18060.0 

-5 

-46.0 

NM 

644.0 

133 

NM 

NM 

7  8 

27 

2  33 

3flt 

9251.0*** 

1 

37098.0 

-2 

237.0 

NM 

566.0 

-42 

2  6 

NM 

5.0 

65 

0.83 

man  Chemical 

980.0 

2 

3903.0 

2 

38.0 

-38 

267  0 

-1  1 

3.9 

6.3 

9.9 

NA 

NA 

ilhard 

539.4** 

-1 

2150.9 

-10 

-61.6 

NM 

16.7 

-83 

NM 

5.1 

3.1 

NM 

0  17 

1 

486.7 

4 

1938.4 

15 

12.9 

-69 

90.0 

-16 

2.7 

8.8 

1 1.8 

25 

0.76 

) 

265.3 

2 

1065.7 

-3 

15.8 

-3 

57.5 

-2 

6.0 

6.3 

16.6 

19 

1.83 

porf-McMoRan 

485.6 

18 

1610.6 

-3 

-14.7 

NM 

-96.9 

NM 

NM 

6.0 

NM 

NM 

-0.84 

r(H.  B.)(D 

247.8 

1 

975.3 

3 

1.6 

83 

21.7 

-39 

0.6 

3.7 

8.3 

26 

1.55 

n 

248  3 

15 

972  5 

9 

4  5 

NM 

2.2 

NM 

NM 

NM 

2.6 

NM 

0.08 

rgia  Gulf 

192.2 

-3 

768  9 

-1 

10.5 

17 

42.2 

-9 

5  5 

4.6 

NM 

26 

1.01 

drich  (B.  F.) 

488.3 

22 

1818  3 

10 

0.7 

NM 

15.3 

29 

0.1 

NM 

1.0 

NM 

0.28 

ie  (W.  R.) 

1 192.0 

-2 

4408.4 

2 

285.2 

285 

134  A 

133 

23.9 

6.1 

1 1.0 

31 

1.46 

it  Lakes  Chemical 

430.4 

6 

1  792  0 

20 

69  9 

15 

272.8 

17 

16.3 

15.1 

22.5 

20 

3.82 

la  (M.  A.) 

384.5** 

1  1 

1519.7 

14 

8.9 

-16 

30.0 

15 

2.3 

3  0 

8  2 

25 

1.46 

ules 

714.7 

3 

2773.4 

-3 

58.3 

39 

208  4 

24 

8  2 

6  0 

14.4 

23 

4  86 

Fertilizer  Group  (6) 

329.0 

67 

1074.1 

1  1 

-3.6 

NM 

-167.6 

NM 

NM 

1.5 

-43.7 

NM 

-7  52 

Flavors  &  Fragrances 

259.6 

2 

1 188.6 

6 

35.7 

62 

202.5 

15 

13.7 

8.7 

21.3 

21 

1.78 

idell  Petrochemical 

820.0 

-33 

3850  0 

-20 

14.0 

-22 

4  0 

-85 

1.7 

15 

NM 

NM 

0.06 

santo 

1882.0 

1 

7902.0 

2 

58.0 

NM 

494  0 

NM 

3.1 

NM 

16.0 

20 

4.10 

'on  International  (6) 

690  9 

27 

2537.0 

18 

53.7 

57 

154.4 

7 

7.8 

6.3 

12.5 

34 

3.10 

o  Chemical 

348.9 

-3 

1389.4 

1 

40.8 

0 

152.7 

5 

1 1.7 

1 1.4 

27.1 

17 

2.03 

ldustries 

183.3 

-8 

805.3 

-10 

-23.0 

NM 

-83.2 

NM 

NM 

NM 

NM 

NM 

-1.63 

598  4 

8 

2422  6 

2 

-122.5 

NM 

-91.5 

NM 

NM 

0  6 

-19.8 

NM 

-4.52 

air 

613.0 

-4 

2438.0 

-6 

40.0 

NM 

143.0 

70 

6  5 

NM 

22.9 

17 

1.06 

n  &  Haas 

760.0** 

1 

3269.0 

7 

26.0 

NM 

126.0 

-28 

3  4 

NM 

9  0 

32 

1  74 

Iman  (A.)  (4) 

168.0 

-8 

671.3 

-8 

9.8 

1  1 

39.9 

-8 

5.8 

4  9 

13.4 

26 

1.33 

i  Industries 

167.2** 

55 

1238.0 

14 

-5.5 

NM 

22.8 

119 

NM 

NM 

9.2 

25 

0.33 

n  Carbide 

1073.0 

-10 

4640.0 

-5 

44.0 

132 

165.0 

39 

4.1 

1  6 

10.6 

25 

1.00 

0 

499  3 

9 

2142.6 

24 

-27.6 

NM 

19.8 

-63 

MM 

NM 

2.6 

73 

0.46 

NGLOMERATES 

STRY  COMPOSITE 

47539.1 

7 

174162.3 

4 

2824.2 

510 

8663.9 

59 

5.9 

1.0 

17.6 

20 

3.57 

Standard  (3) 

1921.8** 

33 

6921  9 

33 

31.9 

29 

14.7 

-87 

1.7 

1.7 

0.3 

NM 

0.04 

dSignal  * 

3059.0 

0 

1  1827.0 

-2 

178.0 

29 

656.0 

23 

5.8 

A  5 

26  2 

17 

4.63 

c  Industries 

344.2 

1 

1334  8 

-2 

23.2 

-4 

65.2 

1 

6.8 

7.1 

NM 

22 

0.94 

Group  (11) 

328.7 

6 

1321  0 

6 

-0.7 

NM 

-1.1 

NM 

NM 

0  5 

0  4 

NM 

-0.81 

817.9 

17 

3000.3 

4 

28  6 

NM 

1 10.3 

48 

3  5 

0.4 

25.4 

17 

2.56 

sral  Electric 

18087.0** 

12 

60562.0 

6 

1477.0 

22 

4424  0 

3 

8.2 

7  5 

18  2 

21 

5.18 

ourt  General  (2) 

907.2** 

1 1 

3655.7 

12 

30.9 

41 

165.5 

53 

3  4 

2  7 

16.0 

17 

2.08 

5982  0 

-2 

22762.0 

-1 

216.0 

NM 

910.0 

NM 

3.6 

NM 

1 1.7 

13 

7  29 

1 1 17.4 

18 

4163.2 

9 

246  8 

NM 

386.9 

NM 

22.1 

0.6 

104.9 

NA 

NA 

anal  Intergroup  (9) 

1396.7 

7 

5388.0 

21 

7.6 

NM 

8  6 

-23 

0.5 

NM 

0.6 

NM 

0.12 

en 

523.8 

13 

2039.3 

15 

17.5 

15 

62.1 

2 

3  3 

3  3 

12.8 

16 

1.43 

tark  International 

883.2 

7 

3097.3 

5 

74  6 

47 

172.5 

NM 

8.4 

6.2 

22.9 

17 

5  15 

well  International  (3) 

2601.0 

5 

10952.4 

1 

149  5 

17 

583  6 

20 

5.7 

5.1 

19.7 

15 

2.65 

lyne 

632.9 

-12 

2491.7 

-14 

15.7 

51 

72.8 

59 

2  5 

1.5 

26.0 

17 

1.32 

eco 

3376.0 

2 

13255.0 

1 

150.0 

NM 

451.0 

NM 

4,4 

NM 

17.7 

22 

2.59 

*on 

2426.2 

12 

9074.6 

9 

102.5 

13 

379.1 

17 

4  2 

4  2 

14.1 

14 

4.21 

e(8) 

257  4 

1 

1057.4 

-4 

-19.6 

NM 

-59  8 

NM 

NM 

NM 

NM 

NM 

-2.62 

2004  8 

-4 

7947.9 

A 

63.6 

8 

220.1 

13 

3.2 

2  8 

14.1 

22 

3.35 

i 

203.1 

2 

781.1 

A 

2.1 

NM 

-64.1 

NM 

1.0 

NM 

-30.9 

NM 

-0.56 

man 

668.8 

8 

2529.7 

6 

29.1 

10 

106.4 

16 

4.4 

4.3 

21  4 

16 

0  99 

MSUMER  PRODUCTS 


STRY  COMPOSITE 

64362.9 

3 

245565.7 

3 

2899.9 

-26 

13251.0 

-14 

4.5 

6.3 

19.0 

22 

1.68 

Mux 

IP  COMPOSITE 

5280.5 

1 

21251.8 

4 

211.3 

13 

784.4 

662 

4.0 

3.6 

11.7 

20 

1.62 

/n  Group  (11) 

526.5 

8 

1896  8 

7 

14.0 

30 

32  8 

NM 

2.7 

2.2 

1 1.2 

18 

1  90 

marx  (1) 

184.1 

-13 

732.0 

31 

9.0 

60 

6.2 

NM 

4  9 

2  7 

6  3 

34 

0.20 

vood  (8) 

342.1 

21 

1 185.4 

20 

10.7 

4  4 

33.4 

28 

3.1 

2  6 

11.3 

14 

2  42 

laiborne 

544.1 

0 

2204.3 

0 

14.9 

-71 

125  3 

-43 

2.7 

9.5 

12.4 

13 

1.54 

(7) 

805  8 

-8 

3869.0 

5 

52.3 

-31 

332  8 

-5 

6.5 

8.7 

19  4 

12 

4.34 

>rd  Industries  (7) 

178.7 

9 

602.5 

8 

5.8 

26 

16.9 

22 

3.3 

2  8 

14.0 

1  4 

1.95 

ps-Van  Heusen  (11) 

357.4 

1  1 

1115.8 

1  1 

24.5 

12 

39.7 

8 

6.9 

6  8 

16.6 

23 

1.47 

tok  International 

602  6 

-9 

2893.9 

-4 

50.7 

NM 

223  4 

95 

8.4 

NM 

26.4 

13 

2.53 

ell 

250.5 

-3 

930.8 

4 

24.1 

-21 

49  1 

-40 

9.6 

118 

8  4 

21 

1.19 

1097.5 

7 

4320.4 

13 

61.1 

13 

246  4 

4 

5  6 

6  9 

15.7 

12 

3  80 

Point  Stevens 

391  2 

-1 

1501.0 

0 

-56  0 

NM 

-321.6 

NM 

NM 

NM 

NM 

NM 

-10  03 

DANCES  &  HOME  FURNISHINGS 

IP  COMPOSITE 

7819.2 

13 

29409.5 

12 

221.0 

30 

924.5 

33 

2.8 

2.5 

12.2 

24 

1.29 

strong  World  Industries 

624.4 

4 

2525.4 

-1 

-22  0 

NM 

63.5 

NM 

NM 

NM 

7.5 

40 

1.32 

Buy  (10) 

808  5 

70 

2427.0 

80 

1 1.2 

114 

31.0 

119 

1  4 

1.1 

10.7 

32 

1.61 

it  City  Stores  (10) 

1018.1 

26 

3821.9 

24 

19.5 

17 

125.4 

34 

1.9 

2.1 

19.6 

15 

1.29 

&  Guys  (3) 

21 1.0 

25 

594.7 

14 

7.4 

41 

9.8 

122 

3.5 

3.1 

8.9 

19 

0.77 

g-Meyers  (10) 

230.4** 

34 

804.3 

29 

15.9 

60 

50.3 

43 

6.9 

5.8 

12.1 

33 

1.05 

CO 

41  1.7 

3 

1656.8 

8 

12.9 

-3 

45.4 

-70 

3.1 

3.3 

14.0 

17 

0.88 
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COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE-  MCl 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS  EAR 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

$  MIL. 

$  MIL 

$  MIL. 

$  MIL. 

12-31 

2-11  S; 

Kimball  International  (6) 

205.8 

17 

779.1 

15 

8.4 

77 

37.2 

1  1 

4.1 

2.7 

1 1.0 

18 

La-Z-Boy  Chair  (8) 

209.0 

19 

739.4 

16 

10.4 

60 

32.4 

41 

5.0 

3.7 

1 1.8 

22 

Levitz  Furniture  (9) 

276.1 

7 

985  6 

9 

9.4 

69 

4  7 

506 

3.4 

2  1 

NM 

nm  -a 

Masco 

1010.0 

1 1 

3886  0 

10 

57.6 

34 

221.1 

21 

5.7 

4.7 

1 1 .2 

26 

Maytag 

746.7 

-5 

2987  1 

-2 

17.5 

55 

51.3 

NM 

2.3 

1.4 

8.8 

35  (1 

Pier  1  Imports  (10) 

163.5 

13 

669  3 

9 

4.0 

80 

21.3 

-4 

2.5 

1.6 

10.0 

15  | 

Whirlpool 

1  904.0 

4 

7533.0 

3 

69.0 

1 1 

23 1 .0 

1 3 

3.6 

3.4 

1 4.0 

21 

(c)  BEVERAGES 

(•daiib  rAunnciTE 
vRUUr  (UmrOsITt 

15834.9 

V 

58069.1 

a 
a 

1163.4 

4612.3 

7 

7.3 

5.7 

28.2 

23  ll 

Anheuser-Busch 

2854.4 

5 

11 505  3 

1 

166.8 

3 

594.5 

-40 

5.8 

5.9 

13.8 

22  1 

Brown-Forman  (8) 

396  0 

1 

1413.8 

6 

62.5 

22 

161.7 

6 

15.8 

13.0 

19.4 

15  1 

Coca-Cola 

3373.0 

4 

13957.0 

7 

466  0 

19 

2188  0 

16 

13  8 

12.1 

48.7 

25  1 

Coca-Cola  Enterprises 

1322.0 

3 

5465  0 

7 

4.0 

NM 

-14.0 

NM 

0.3 

NM 

-1.1 

NM  -1 

Dr  Pepper/Seven-Up 

167.2 

8 

707.4 

7 

21.5 

NM 

94  1 

NM 

12.9 

NM 

NM 

17 

PepsiCo 

7722  4 

14 

25020  7 

14 

442.5 

67 

1587.9 

22 

5.7 

3.9 

26.9 

20 

(d)  PERSONAL  CARE 

GROUP  COMPOSITE 

13590.4 

2 

51373.4 

1 

1100.7 

13 

2258.0 

-30 

8.1 

7.3 

16.2 

33 

Alberto-Culver  (3) 

284.6 

6 

1  163.1 

4 

8  5 

-1 

41.2 

9 

3.0 

3.2 

13.8 

16 

Avon  Products 

1259  3 

7 

4007.6 

5 

105.4 

2 

249.6 

43 

8.4 

8  8 

101.9 

16 

Clorox  (6) 

370.8 

13 

1732  7 

16 

30.6 

13 

173.4 

20 

8.2 

8.3 

20.3 

16 

Colgate-Palmolive 

1840.4 

4 

7141.3 

2 

122.1 

1  1 

548.1 

15 

6.6 

6.2 

270 

18 

Gillette 

1617.2 

7 

5410  8 

5 

169.0 

25 

591.0 

15 

10.5 

9.0 

38.2 

22 

Helene  Curtis  Industries  (10) 

266  9 

0 

1 182.6 

5 

2.8 

34 

15.1 

-30 

10 

16 

7.7 

16 

NCH  (8) 

163.2 

-4 

668  3 

-3 

9.3 

-5 

33.6 

-14 

5.7 

5.8 

11.8 

16 

Procter  &  Gamble  (6) 

7788.0 

-1 

30067  0 

-1 

653  0 

13 

606  0 

-66 

8.4 

7.3 

6  5 

79 

(e)  TOBACCO 

GROUP  COMPOSITE 

21837.9 

-2 

85461.9 

-2 

203.6 

-88 

4671.9 

-34 

0.9 

7.8 

18.3 

16 

American  Brands 

3815  8** 

1 

13701.4 

-6 

184.8 

-21 

668  2 

-24 

4.8 

6.2 

16.0 

1 1 

Dibrell  Brothers  (6) 

266.2 

8 

959.5 

13 

2.2 

77 

26.8 

24 

0  8 

3.3 

174 

12 

Philip  Morris 

12316  0 

-3 

50621.0 

1 

339.0 

7  2 

3568.0 

-28 

2  8 

9.5 

30.7 

14 

RJR  Nabisco  Holdings 

405 1  0 

-1 

15  104  0 

-4 

42?  0 

NM 

-3.0 

NM 

NM 

4.2 

-0.9 

NM 

Standard  Commercial  (9) 

238  5 

-12 

1079.2 

-10 

-0.4 

NM 

-16.8 

NM 

NM 

1.8 

-13.4 

NM 

Universal  (6) 

863.7** 

-3 

2886.5 

-8 

20  2 

-43 

59.8 

-26 

2.3 

4.0 

14.7 

13 

UST 

286.7* 

6 

1 1  10.4 

7 

86.8 

9 

368  9 

18 

30.3 

29  5 

72  1 

17 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

6189.4 

0 

25022.3 

2 

-377.7 

NM 

-154.4 

NM 

NM 

0.5 

-2.3 

NM 

(a) GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2366.2 

4 

10138.5 

8 

-337.0 

NM 

-52.4 

NM 

NM 

1.8 

-2.2 

NM 

Ball 

557  7 

6 

2440.9 

12 

-58.7 

NM 

-32.5 

NM 

NM 

2.1 

-5.7 

NM 

Crown  Cork  &  Seal 

935  2 

4 

4162  6 

10 

35.2 

18 

180  9 

16 

3.8 

3  3 

14.2 

19 

Owens-Illinois 

873.3 

4 

3535.0 

4 

-313.5 

NM 

-200.8 

NM 

•  it/ 

0.0 

-34  2 

NM 



(b)  PAPER 

GROUP  COMPOSITE 

3823.2 

-3 

14883.8 

-2 

-40.7 

NM 

-102.0 

NM 

NM 

NM 

-2.3 

NM 

Bemis 

308  1 

2 

1203  5 

2 

18.8 

14 

4  6  1 

-20 

6.1 

5.5 

12.7 

25 

Federal  Paper  Board 

413.7 

-9 

1387.1 

-5 

7.9 

-47 

20.8 

75 

1.9 

3.3 

1.6 

75 

Gaylord  Container  (3) 

183  9 

4 

740  6 

1 

-23.0 

NM 

-79.3 

NM 

NM 

NM 

NM 

NM 

Longview  Fibre  (2| 

178.8 

-5 

689  6 

0 

7.2 

-27 

40.3 

26 

4.0 

5.2 

10  1 

28 

Riverwood  International 

286  8 

-4 

1  120.4 

0 

-4.6 

NM 

3.2 

-93 

NM 

2.7 

0.6 

NM 

Sonoco  Products 

539.5 

1  1 

1947  2 

6 

31.6 

916 

118  8 

4  6 

5  9 

0.6 

19.6 

18 

Stone  Container 

1243.1 

-7 

5059.6 

8 

-85.7 

NM 

-319.2 

NM 

NM 

NM 

-52.5 

NM 

Temple-Inland 

669.4 

-4 

2735.8 

1 

7.0 

-72 

67.3 

-54 

1.0 

3.6 

4.0 

42 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

92664.9 

8 

357395.3 

9 

1972.1 

352 

10269  9 

206 

2.1 

0.5 

15.4 

20 

AutoZone  (4) 

322.8 

28 

1287.1 

24 

22.0 

29 

91  8 

35 

6  8 

6.8 

21.8 

45 

Baker  (J.)  (11) 

224  4 

4  4 

802.6 

5  5 

6.5 

79 

20  3 

87 

2.9 

2.6 

10.6 

12 

Barnes  &  Noble  (11) 

293.8 

22 

1261.8 

24 

-5.5 

NM 

4  3 

NM 

NM 

NM 

1.3 

73 

Bradlees  (11) 

43  1  8 

3 

1869.7 

4 

0.4 

-75 

16.7 

4 

0.1 

0  3 

12.0 

9 

Burlington  Coat  Factory  (6) 

628  !■■ 

25 

1391.5 

24 

56  1 

28 

55.7 

36 

8.9 

8  7 

1  /  4 

18 

Caldor  (11) 

546  9 

16 

2306.1 

14 

1.2 

749 

39.9 

36 

0.2 

0.0 

15.3 

10 

Carter  Hawley  Hale  Stores  (11) 

488  6** 

4 

2200.4 

1 

-25.1 

NM 

-50.1 

NM 

NM 

NM 

-1  1.3 

NM 

Charming  Shoppes  (11) 

313.0 

8 

1234.1 

9 

15.2 

-13 

77.9 

4 

4.8 

6.0 

15.7 

16 

Consolidated  Stores  (11) 

261.1 

14 

10111 

16 

6.8 

32 

38  2 

25 

2.6 

2.3 

16  8 

24 

Dayton  Hudson  (11) 

4625  0** 

7 

18853.0 

9 

43.0 

25 

346.0 

6 

0  9 

1  3 

13.2 

14 

Dillard  Department  Stores  (11) 

1272.6** 

5 

5215.5 

12 

42.4 

-5 

240.2 

10 

3  3 

3.7 

12.2 

16 

Dollar  General  (11) 

272.6 

22 

1041.7 

19 

1  1.0 

33 

43.2 

39 

4.0 

3  7 

19.7 

28 

Edison  Brothers  Stores  (11) 

343  9 

-5 

1482.6 

0 

2.2 

-83 

47.9 

-26 

0.6 

3.7 

118 

13 

F&M  Distributors  (11) 

181.6 

-3 

725.0 

0 

1.3 

-40 

8.5 

-41 

0.7 

1.2 

1 1.8 

8 

Family  Dollar  Stores  (4) 

335.1 

10 

1327.9 

1  1 

15.0 

8 

65.6 

13 

4  5 

4  5 

19.5 

14 

Federated  Department  Stores  (1  1 

1789.3** 

0 

7143.9 

3 

20.3 

-  36 

155  9 

NM 

1.1 

1  8 

7.3 

16 

Filene's  Basement  (11) 

161.0** 

6 

559.8 

10 

5.7 

-33 

7.4 

59 

3.6 

5.6 

6.2 

29  i 

Fingerhut 

636.0 

9 

1807.9 

13 

40.8 

15 

75.3 

22 

6  4 

6.1 

17.4 

Gap  (11) 

898  7 

9 

3165.7 

12 

78  9 

27 

214.8 

-6 

8.8 

7.5 

210 

28  § 
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IPANY  SALES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

S  MIL. 

% 

S  Mil 

% 

$  MIL. 

% 

$  MIL. 

% 

12-31 

2-1 1 

SHARE 

smart's 

199.6 

8 

842.0 

1 

-0.2 

NM 

-68.3 

NM 

NM 

0.4 

-73.4 

NM 

-2.66 

inger  (11) 

524.3 

13 

2028  4 

12 

2.4 

-63 

26.3 

NM 

0.5 

1.4 

5.3 

18 

0.63 

Stores  (11) 

440.8 

-1 

1723.4 

1 

14.3 

-26 

28  0 

26 

3.2 

4.3 

12.8 

16 

1.24 

e  Depot  (11) 

2317.4 

26 

8769.8 

32 

103.4 

23 

441.9 

33 

4.5 

4.6 

16.5 

40 

0.98 

■sway  (11) 

176.1 

-20 

755  2 

-12 

-0.8 

NM 

-61.8 

NM 

NM 

0.1 

NM 

NM 

-4.45 

it  (11) 

9854.0** 

10 

40889.0 

10 

94.0 

-23 

781.0 

-12 

1.0 

1.4 

1 1.2 

1  1 

1.70 

V(11) 

341.0 

20 

1231.1 

19 

13.1 

30 

50.1 

151 

3.9 

3.5 

21.2 

36 

1.44 

s'  End  (11) 

215.1 

23 

802  0 

1 1 

8.0 

44 

37.0 

13 

3.7 

3  2 

23.8 

23 

2.06 

ed  (11) 

1616.7** 

0 

7252.2 

10 

82.2 

3 

438.6 

6 

5.1 

5.0 

18.5 

14 

1.20 

s's  (11) 

1 158.4 

17 

4302.5 

18 

31.6 

67 

1  18.4 

306 

2.7 

1.9 

13.9 

36 

1.61 

f  (R.  H.)  (5) 

1439.0** 

-3 

6256  3 

-1 

-117.9 

NM 

-526.0 

NM 

NM 

NM 

NM 

NA 

NM 

Department  Stores  (11) 

2814.0** 

5 

1 1427.0 

5 

133.0 

NM 

665.0 

21 

4.7 

NM 

19.4 

15 

2  60 

ilie 

3509.6 

1 

10435.4 

0 

237  4 

538 

331.8 

113 

6.8 

1.1 

15  4 

13 

3  00 

antile  Stores  (11) 

654.1** 

1 

2736  8 

4 

20.5 

1  1 

85.5 

17 

3.1 

2.8 

6.7 

17 

2.32 

y-Go-Round  Enterprises  (11) 

255.5 

1 1 

950.5 

14 

-38.5 

NM 

-25.1 

NM 

NM 

4  6 

-12.7 

NM 

-0.46 

ir  (Fred)  (11) 

644.5 

2 

2929  3 

4 

9  9 

19 

66.7 

21 

1.5 

1.3 

13.5 

16 

2.36 

ion  Marcus  Group  (5) 

507.6" 

6 

2045.5 

10 

15  2 

-44 

46.5 

14 

3.0 

5  7 

57.2 

36 

0.46 

Strom  (11) 

769.4 

4 

3551.8 

7 

25.5 

9 

129.4 

1 

3.3 

3.2 

1 1.6 

22 

1.58 

da  Holdings  (11) 

161.3 

4 

640.1 

3 

-0.3 

NM 

0.3 

-92 

NM 

0.0 

-0.9 

NM 

-0.01 

ey  (J.  C.)  (11) 

5017.0 

9 

19859  0 

8 

221.0 

19 

880.0 

100 

4.4 

4.0 

17  7 

15 

3.55 

Soys-Manny,  Moe  &  Jack  il  1)  316.0 

6 

1216.3 

8 

17.4 

18 

62.3 

20 

5.5 

4.9 

1  1.2 

26 

1.01 

i  Stores  (11) 

348.8 

5 

1471.1 

5 

-5.2 

NM 

-33.2 

NM 

NM 

MM 

-5.5 

NM 

-0.71 

/Costco  (4) 

3683.4** 

5 

15655  3 

8 

-33.0 

NM 

145.9 

-40 

NM 

1.3 

8.3 

27 

0.66 

Network  (11) 

313.9** 

14 

11914 

18 

21  5 

32 

72.5 

56 

6.9 

6.0 

13.0 

32 

1.48 

's  Stores  (11) 

266.1 

-16 

1288.0 

-3 

-57.9 

NM 

-104.5 

NM 

NM 

NM 

NM 

NM 

-5.59 

Stores  (11) 

262.2 

6 

10990 

10 

4  8 

-3 

32.7 

4 

1.8 

2.0 

15.2 

1  1 

1.26 

>,  Roebuck 

14663.7 

-2 

50837.5 

-3 

544.6 

NM 

2409.1 

NM 

3.7 

NM 

28.2 

8 

6.22 

ce  Merchandise 

1634.6 

4 

3814.6 

3 

89  1 

-1 

82.3 

-3 

5.4 

5.7 

29  4 

10 

0  80 

Ko  Stores  ( 1 0) 

446.3 

3 

1705.0 

0 

14  1 

-19 

400 

-26 

3.2 

4.0 

1 1.2 

9 

1.25 

vbridge  &  Clothier  (11) 

223  6** 

4 

977.8 

0 

0.1 

NM 

16.7 

19 

0  0 

NM 

7  2 

14 

1.63 

11) 

959.7 

14 

3583.9 

17 

47.7 

18 

125  7 

42 

5.0 

4  8 

25.7 

17 

1.61 

'R'  Us  (1 1) 

1449.1 

8 

7454  4 

12 

37.5 

2 

448.1 

25 

2  6 

2.7 

16.0 

23 

1  51 

Shoe  (11) 

677.0 

0 

2645  3 

0 

8.2 

2 

-23.3 

NM 

1.2 

1.2 

-5.1 

NM 

-0.51 

i  City  Department  Stores  (5) 

219.9 

4 

864.5 

4 

9.6 

-38 

34.3 

7 

4  4 

7  4 

18.3 

14 

1.06 

jre  Stores  (11) 

446.5** 

14 

1788.7 

7 

6.8 

4 

45.4 

-1 

1.5 

1.7 

21.3 

9 

2.54 

an  (11) 

897.6 

9 

3636.7 

15 

8.1 

28 

40.3 

-1 

0.9 

1.4 

8.7 

13 

1  21 

Wart  Stores  (11) 

16826.9 

23 

64106.1 

23 

518.7 

18 

2214.9 

20 

3.1 

3  2 

22  3 

28 

0.97 

worth  (11) 

2387.0** 

-5 

9945.0 

0 

-452.0 

NM 

-284  0 

NM 

NM 

2.6 

19  4 

NM 

-2.15 

CTRICAL  &  ELECTRONICS 

•TRY  COMPOSITE 

35833.1 

10 

132898.0 

11 

2005.4 

2 

8751.1 

48 

5.6 

6.1 

15.4 

19 

2.51 

ritlCAL  PRODUCTS 

P  COMPOSITE 

8304.9 

1 

31623.3 

2 

-113.3 

NM 

1123.8 

-33 

NM 

5.2 

8.7 

31 

1.12 

er  Industries 

1598.5** 

-2 

6273.8 

2 

102.2 

6 

367  1 

2 

6.4 

5  9 

10.5 

14 

2.75 

son  Electric  (3) 

20095 

1 

8199.5 

4 

178.0 

9 

722.9 

7 

8.9 

8.2 

1 8.5 

20 

3.21 

•ell 

21 1.7 

6 

832.4 

6 

-6.1 

MM 

66.3 

-30 

NM 

11.6 

1 1.5 

28 

2.10 

leTek  (6) 

349.9 

-6 

1533.9 

13 

-42.5 

NM 

-29.1 

NM 

NM 

2.2 

-24.7 

NM 

-1.19 

>nal  Service  Industries  (4) 

459.9 

6 

1830.4 

10 

19.2 

3 

75.7 

1 

4  2 

4.3 

10.7 

18 

1.53 

hem  (6) 

353.8 

1 

1394.4 

2 

1.7 

-49 

9  0 

NM 

0.5 

0  9 

1.3 

NM 

0.21 

nee  Electric 

405.0 

2 

1608.0 

4 

1.0 

-93 

32.0 

-32 

0.2 

3  5 

8.4 

27 

0.64 

las  &  Berts 

275.5 

6 

1075.9 

2 

16.3 

-14 

54.9 

8 

5  9 

7  3 

1 1.4 

22 

2  91 

inghouse  Electric 

2641.0 

3 

8875.0 

-4 

-383.0 

NM 

-175.0 

NM 

NM 

3.1 

-12.0 

NM 

-0  64 

TRONICS 

P  COMPOSITE 

15067.8 

13 

54630.0 

12 

997.7 

39 

3309.8 

106 

6.6 

5.4 

14.0 

20 

3.00 

terns 

523.6 

-6 

2097  1 

0 

31.9 

9 

1219 

12 

6.1 

5.3 

16.4 

13 

3.58 

ral  Instrument 

408.4 

37 

1392.5 

30 

39.5 

452 

90.4 

NM 

9.7 

2.4 

23  2 

38 

1.48 

lughes  Electronics 

3751.5 

9 

13450.2 

1  1 

276.3 

18 

921.6 

NM 

7  4 

6  8 

12.6 

16 

2.30 

s  (6) 

807  5 

5 

3179.3 

4 

30.0 

18 

1 19.7 

18 

3.7 

3.3 

103 

16 

3.02 

i  Industries  (5) 

841  0 

-4 

3441.6 

-8 

25  9 

7 

89  0 

0 

3.1 

2.8 

5.2 

33 

2.06 

(9) 

902  0 

-4 

3562  1 

13 

56.9 

38 

201.4 

42 

6  3 

4  4 

16  0 

1  7 

2.41 

Tola 

4993.0 

35 

16963.0 

28 

340.0 

88 

1022  0 

77 

6  8 

4  9 

15.9 

28 

3.56 

lieon 

2517.0 

5 

9201.0 

2 

185.4 

9 

693.0 

9 

7  4 

7  1 

16.5 

13 

5.1  1 

in  Associates  (3) 

323.8 

1 1 

1343.4 

5 

1 1.7 

78 

50.9 

35 

3.6 

2  3 

12  2 

24 

2  84 

RUMENTS 

P  COMPOSITE 

3942.1 

-1 

15097.8 

3 

73.5 

-24 

372.8 

-41 

1.9 

2.4 

9.9 

25 

1.31 

ek 

183.3 

-4 

732  2 

-5 

-21.6 

NM 

7  3 

NM 

NM 

5.5 

-3.8 

NM 

-0.17 

man  Instruments 

236.6 

-5 

875.7 

-4 

-67.0 

MM 

-33.6 

MM 

NM 

5.0 

-9.7 

NM 

-121 

:ywell 

1620.1 

-5 

5963  0 

-4 

1 12.6 

251 

322.2 

-19 

7  0 

1.9 

1 8.3 

14 

2.40 

son  Controls  (3) 

1585.0 

5 

6255.4 

15 

38.1 

17 

143.3 

13 

2.4 

2.2 

14.7 

18 

3.29 

onix  (7) 

317  2 

-5 

1271  5 

-5 

1 1.5 

36 

-51.8 

NM 

3.6 

2.5 

-1 1.7 

NM 

-1.74 

CONDUCTORS 

IP  COMPOSITE 

8518.3 

22 

31546.6 

26 

1047.5 

43 

3944.7 

98 

12.3 

10.5 

23.3 

14 

3.41 

■need  Micro  Devices 

413.4 

3 

1648.3 

9 

41.6 

-40 

228.8 

-7 

10.1 

17.4 

16.2 

9 

2.30 

og  Devices  (2) 

873.0 

3 

3451.1 

3 

71.0 

1 

296.7 

2 

8.1 

8  3 

14.4 

22 

2.83 

179.0 

20 

666.3 

17 

14.0 

99 

44.5 

198 

7.8 

4.7 

103 

30 

0.88 

tc  crAnmA  a  r,rx  Footnotes  on  page  111 
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COMPANY  SALES   PROFITS 


MARGINS 

PFTI IPKJ  ("IN 

COMMON 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

M 

UUAK  1 1 K 

M  j  MTU' 

/ — . t  |  A  DTCD 
UUAK  1  tK 

MUN 1  no 

QUARTER 

QUARTER 

1 2  MONTHS 

EARNINGS 

EA  i 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

$  MIL 

$  MIL. 

% 

SMIL 

% 

$  MIL. 

% 

% 

/o 

12-31 

2-11 

Intel 

2389  0 

29 

8782.0 

50 

594.0 

39 

2294  9 

115 

24.9 

23.1 

32.7 

12 

LSI  Logic 

189  0 

1  7 

718.8 

16 

15.7 

134 

53.8 

NM 

8.3 

4.2 

19.2 

16 

Micron  Technology  (4| 

320.1 

144 

1017.4 

94 

67.6 

NM 

168.9 

NM 

21.1 

2.1 

23.8 

14 

Molex  (6) 

224  9 

1  1 

899.7 

10 

21.4 

29 

82  6 

16 

9.5 

8.2 

10.5 

28 

National  Semiconductor  (7) 

582.4 

18 

2190.7 

18 

60  7 

72 

186  0 

88 

10  4 

7.2 

17  2 

13 

SCI  Systems  (6) 

447  7 

-1 

1771  3 

28 

7.8 

22 

31.6 

108 

1.7 

1.4 

1 1.0 

15 

Solectron  (4) 

321.8 

1  36 

1021  7 

133 

1 1.9 

190 

38.4 

159 

3.7 

3.0 

14.0 

34 

Texas  Instruments 

2374  0 

19 

8523.0 

15 

133.0 

73 

476.0 

93 

5.6 

3.9 

21.0 

14 

Vishay  Intertechnology 

203.9 

29 

856.3 

29 

8.8 

19 

42  6 

40 

4.3 

4.7 

113 

18 

io  FOOD 

INDUSTRY  COMPOSITE 

80337.8 

4 

310323.3 

5 

2013.1 

-6 

7150.5 

0 

2.5 

2.8 

19.4 

19 

inicnon  niCTDimiTiAu 

|Q|tUUU  UDIKIDWIIUII 

GROUP  COMPOSITE 

10952.5 

11 

45699.5 

15 

69.6 

-46 

459.3 

-8 

0.6 

1.3 

11.3 

21 

Fleming 

3146  6 

1 

13092.1 

2 

-47.0 

NM 

37.5 

-68 

NM 

1.0 

3.4 

25 

Richfood  Holdings  (8) 

283.9 

20 

1 187.3 

1  1 

4.5 

78 

17.8 

15 

1.6 

1.5 

19.8 

19 

Rykoff-Sexton  (8) 

390.8 

-1 

1480  6 

-3 

3  8 

48 

-17.2 

NM 

1.0 

0.7 

-10.1 

NM 

smart  <&  rinai 

200.6 

5 

837  2 

9 

2.7 

- 1 4 

14.9 

3 

1 .4 

1 .7 

1  3  6 

1 9 

Super  Food  Services  (4) 

271.1** 

-4 

1  154.0 

-18 

2.3 

10 

9.4 

NM 

0.8 

0.7 

7.3 

15 

Super  Rite  (10) 

323.3 

-1 

1255.5 

1 

2.6 

145 

2.1 

-70 

0.8 

0.3 

7.6 

48 

Supervalu  (10) 

3670.3 

24 

16103  6 

42 

45  2 

23 

182  6 

13 

1.2 

1.2 

14.8 

15 

dysco  (oj 

zooo.y 

1  I 
I  1 

1  Ujot.  1 

JJ.O 

1  0 

/  I  £..£. 

1  Q 
1  o 

Z.  1 

Z..KJ 

1Q  1 

1  O.  1 

O  A 

(b)FOOD  PROCESSING 

GROUP  COMPOSITE 

36133.3 

5 

137246.8 

4 

1620.8 

0 

5774.5 

2 

4.5 

4.7 

21.9 

18 

Borden 

1469.8 

-2 

5506.3 

-6 

-1 30.2 

NM 

-34.6 

NM 

NM 

2  6 

-3.6 

NM 

f  nmnhpll  C.mir>  I  ^  | 

1 763.0 

4 

6653.7 

4 

1 66.0 

9 

2714 

-47 

9.4 

9.0 

1 5.4 

36 

ConAgra  (7) 

6355. 1 

1  4 

22481 .2 

5 

1 34.0 

5 

395  8 

2 

2.1 

2.3 

1 8.1 

16 

CPC  International 

1747  9 

-2 

6738.0 

2 

125  1 

6 

454.5 

6 

7.2 

6.6 

26.2 

16 

Curtice-Burns  Food  (6) 

243.2 

1 

876.4 

-2 

6  7 

212 

-19.4 

NM 

2.8 

0.9 

-25.7 

NM 

Dean  Foods  (7) 

577. 1 

1 

2295  6 

-1 

1 7.5 

2 

63.9 

3 

3  0 

3.0 

12.9 

20 

Dole  Food 

794  6 

4 

3430.5 

o 

-20. 1 

NM 

77.9 

1 9 

NM 

NM 

7.2 

24 

Flowers  Industries  (6) 

234.2 

7 

983. 1 

8 

8  2 

10 

38.1 

5 

3  5 

3.4 

13.7 

1  8 



General  Mills  (7) 

2 1  82  2 

4 

8290. 1 

4 

1 40.7 

2 

5 1 4.7 

-3 

6.4 

6.6 

40  5 

1 8 

Gerber  Products  (9) 

279.6** 

-  9 

1203  5 

-9 

279 

13 

131.0 

2 

10.0 

8.0 

39.1 

15 

Heinz  (H.  J.)  (8) 

1807  7 

4 

7191.4 

6 

193.1 

25 

577.3 

3 

10.7 

8  9 

24.9 

15 

Hershey  Foods 

1036.4 

7 

3488.2 

8 

92.2 

12 

297.2 

23 

8.9 

8  5 

20  2 

15 

Hormel  Foods  (2) 

817.4 

-3 

2854  0 

1 

43.7 

4 

100.8 

6 

5.3 

5.0 

17.7 

16 

Hudson  Foods  (3) 

250.3 

8 

939  1 

13 

6  1 

43 

17.7 

179 

2.4 

1.8 

10.2 

12 

IBP 

2829  0 

2 

1 1671.4 

5 

22.4 

22 

77.5 

22 

0  8 

0  7 

12.6 

15 

1 

Imperial  Holly  (9) 

176  1 

-1 

656  8 

3 

0.7 

-85 

-9.4 

NM 

0  4 

2  5 

-8.3 

NM 

Interstate  Bakeries  (7) 

268  9 

-1 

11586 

0 

7.3 

-21 

26.8 

-17 

2.7 

3.4 

13.6 

1  1 

International  Multifoods  (10) 

585.6 

-2 

2200.0 

-2 

12.5 

-20 

2.2 

-95 

2  1 

2  6 

0.8 

NM 

Kellogg 

1566  2 

10 

6295.4 

2 

149  5 

17 

680.7 

0 

9.5 

9.0 

39.2 

18 

Lancaster  Colony  (6) 

192.8 

13 

673  1 

12 

15.5 

29 

52.2 

32 

8  1 

7  0 

26.2 

19 

McCormick  (1) 

460.8 

2 

1556.6 

6 

40.5 

16 

99.7 

5 

8  8 

7.7 

21.4 

19 

Pet (6) 

455.7 

7 

1563.5 

3 

40.1 

4 

1  16.2 

9 

8  8 

9.0 

33.8 

17 

Pilgrim's  Pride  (3) 

221.9 

1 

889.2 

6 

8.4 

23 

23.9 

NM 

3  8 

3.1 

17.0 

9 

Quaker  Oats  (6) 

1353  9 

2 

5791,9 

2 

42.8 

-24 

304.6 

10 

3.2 

4.2 

59.0 

15 

Ralston  Purina  Group  (3) 

1724  3 

2 

5948  5 

1 

133.4 

47 

326.3 

27 

7.7 

5.4 

60.6 

15 

Sara  Lee  (6) 

4010.0 

4 

14963.0 

7 

236.0 

7 

733.0 

9 

5  9 

5.7 

20.8 

15 

Savannah  Foods  &  Industries  (3) 

280.2 

-8 

1098.3 

8 

3  5 

-63 

8.6 

-74 

1.3 

3.2 

4.4 

44 

Smithfield  Foods  (8) 

354.9 

34 

1302.7 

25 

0.9 

254 

1.6 

-90 

0.3 

0.1 

0.7 

NM 

Thorn  Apple  Valley  (7) 

189.4 

4 

747  6 

5 

3.6 

-23 

1  1.4 

-39 

1.9 

2.6 

12.4 

12 

Tyson  Foods  (3) 

1 152.8 

6 

4776  9 

1  1 

44.4 

13 

185.3 

10 

3  9 

3  6 

13.2 

17 

Universal  Foods  (3) 

220.8 

5 

903.0 

2 

14.5 

7 

57.5 

42 

6.6 

6  5 

18  9 

14 

WLR  Foods  (6| 

182.3 

24 

690.7 

26 

4.1 

37 

15.3 

5  7 

2  3 

2  1 

10.1 

21 

Wrigley  (Wm.)  Jr. 

349.5 

16 

1428.5 

1  1 

29  9 

17 

174  9 

18 

8.5 

8  4 

300 

29 

(c)FOOD  RETAILING 

GROUP  COMPOSITE 

33253.1 

1 

127376.9 

2 

322.7 

-20 

916.7 

-12 

1.0 

1.2 

14.4 

20 

— 

Albertson's  (11) 

2733  8 

6 

10909.1 

13 

62  7 

-12 

318.4 

27 

2.3 

2.8 

24.8 

22 

American  Stores  (11) 

4531.7 

-1 

18743.1 

-3 

45.4 

5 

239.1 

39 

1  0 

0  9 

14.5 

13 

Bruno's  (6) 

768  2 

3 

2892  9 

6 

9.3 

44 

36.2 

-32 

1  2 

2.2 

9.0 

17 

Casey's  General  Stores  (8) 

188.3* 

6 

706.1 

10 

5.4 

22 

14.9 

19 

2.9 

2  5 

12.7 

18 

Delchamps  (6) 

274  5 

10 

1070.0 

8 

2.5 

30 

13.5 

16 

0.9 

1.4 

10.5 

12 

Eagle  Food  Centers  (11) 

260.1 

-3 

1068.5 

-1 

1.4 

-32 

6.9 

-18 

0  5 

0.7 

9  6 

10 

Food  Lion 

2395.7 

6 

7609.8 

6 

-73.4 

NM 

3  9 

-98 

NM 

1  2 

04 

NM 

Giant  Food  (10) 

799.1 

3 

3520  8 

0 

17.7 

29 

91.7 

32 

2.2 

1.8 

13.3 

16 

Great  Atlantic  &  Pacific  Tea  ( 1 0) 

2342.9 

1 

10397  1 

-4 

0.4 

-10 

-16.7 

NM 

00 

0  0 

-1.6 

NM 

- 

Hannaford  Brothers 

516.3** 

4 

2054.9 

-1 

14.3 

8 

54  4 

!  1 

?  8 

2.5 

14.1 

18 

Ingles  Markets  (3) 

297.9 

8 

1 163.1 

7 

3.8 

53 

13.0 

100 

l  3 

0.9 

8  8 

17 

Kroger 

5402.4 

-5 

22384.3 

1 

86.5 

26 

170  8 

69 

1  6 

1.2 

NM 

15 

Marsh  Supermarkets  (9) 

291.2*** 

6 

1220.3 

6 

1.6 

-15 

8  0 

-25 

0  5 

0.7 

7.3 

12 

Penn  Traffic  (11) 

783  3** 

12 

3074  3 

10 

-0.5 

MM 

4.5 

21  1 

NM 

NM 

26.6 

72 

Quality  Food  Centers 

163.6 

1  1 

518  3 

1  3 

7.4 

-1  1 

26.0 

4 

4  5 

5.7 

20.5 

18 

Ruddick  (3) 

464.6 

10 

1774.7 

1  1 

6  3 

-22 

28.3 

-9 

1.3 

1.9 

10.3 

18 

Safeway 

4701.6 

-3 

15214.5 

0 

46  9 

1 1 1 

123.3 

25 

1.0 

0.5 

38.6 

22 
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CORPORATE  SCOI 


IPANY 


SALES 


4TH 
QUARTER 
1993 
S  MIL 


PROFITS 


( HANGE 
FROM 
1992 


12 

MONTHS 
1993 
$  MIL. 


CHANGE 
FROM 
1992 


4TH 
QUARTER 
1993 
S  MIL- 


CHANGE 
FROM 
1992 


12 

MONTHS 
1993 
SMIL 


MARGINS 

CHANGE       4TH  4TH 
FROM     QUARTER  QUARTER 
1992         1993  1992 


RETURN  ON 
COMMON 

EQUITY  PRICE- 
12  MONTHS  EARNINGS 


ENDING 

12-31 


RATIO 

2-11 


12 

MONTHS- 
EARNINGS 
PER 
SHARE 


i's  Food  &  Drug  Centers 

726.7 

6 

2807  2 

6 

9.9 

-24 

45  8 

-15 

1.4 

1.9 

8.5 

15 

1.52 

&  Shop  (11) 

806.7 

6 

35076 

6 

12.4 

14 

59.6 

22 

1.5 

1.4 

38.5 

20 

1.14 

rmarkets  General  Holding  (11)    1 050  9 

-2 

4259.0 

-6 

-20.5 

NM 

-637.5 

NM 

NM 

NM 

NM 

NA 

NA 

Markets 

371.8 

13 

1441.1 

12 

19.5 

14 

73.0 

2 

5.2 

5.2 

10.3 

15 

1.66 

-Dixie  Stores  (6) 

3381.0 

4 

1  1040.2 

5 

63.8 

1 

239.7 

3 

1.9 

1.9 

24.1 

15 

3.18 

L 

•TRY  COMPOSITE 

99748.0 

-7 

396916.9 

-3 

3160.8 

-31 

14545.8 

12 

3.2 

4.2 

10.3 

21 

2.41 

E  OIL  &  GAS 

P  COMPOSITE 

94563.7 

-8 

377002.5 

-3 

2992.3 

-34 

13925.8 

12 

3.2 

4.5 

10.5 

20 

2.59 

ada  Hess 

1645.2" 

2 

5872.7 

-2 

-133.6 

NM 

-297.6 

NM 

NM 

1.1 

-9.3 

NM 

-3.21 

:o 

6416  0 

-2 

25340.0 

0 

584.0 

7 

1820.0 

114 

9.1 

8.4 

13.6 

15 

3.66 

ind  Oil  (3) 

2372.2 

-2 

9574.3 

-1 

58.4 

136 

175  9 

NM 

2.5 

1.0 

14.0 

14 

2.72 

itic  Richfield 

4757.0* 

-4 

18487.0 

-1 

-330.0 

NM 

269.0 

-77 

NM 

7.5 

4  0 

66 

1.66 

igton  Resources 

310.8 

-8 

1249.0 

9 

52.0 

-46 

255.2 

35 

16  7 

28.6 

9  8 

25 

1.95 

ron 

8913.0" 

-16 

37082  0 

-7 

294.0 

-73 

1265.0 

-43 

3  3 

10.2 

90 

23 

3.89 

ral 

2549.2 

1 

10136  1 

1 

75.9 

NM 

1 18.3 

NM 

3.0 

NM 

4.8 

32 

1.02 

ond  Shamrock 

627.1 

-6 

2555.3 

-2 

1.8 

NM 

32.6 

23 

0.3 

NM 

5.7 

28 

1.04 

n 

24612.0" 

-10 

99160.8 

-5 

1 500.0 

7 

5280  0 

10 

6.1 

5.1 

15.1 

16 

4.21 

784.8 

-13 

3416.2 

1 

-13.4 

NM 

70.4 

191 

NM 

1.3 

6.3 

16 

4.51 

McGee 

832.6 

-4 

3281  1 

-3 

0.2 

NM 

77.1 

NM 

0  0 

NM 

5.5 

30 

1.57 

iana  Land  &  Exploration 

240.3" 

18 

815.4 

4 

6.2 

-47 

1 2.7 

NM 

2  6 

5.7 

3.0 

96 

0.43 

:o 

694  7* 

-6 

2715.3 

-3 

34.9 

191 

127.0 

26 

5.0 

1 .6 

23.2 

14 

4.24 

js  Energy 

197.4 

0 

786.7 

10 

-26.8 

NM 

-37.9 

NM 

NM 

63.3 

-62.4 

NM 

-0.60 

ill  Energy  &  Development  ( 1 1 )  t 

247.4 

-1 

972.8 

7 

-2.0 

NM 

38.5 

29 

NM 

6.4 

5.1 

26 

0.79 

1 

14876.0" 

-5 

57151.0 

-1 

349.0 

-32 

2084.0 

59 

2  3 

3.3 

11.7 

16 

5.07 

>hy  Oil 

422  4** 

_7 

1 671  2 

20  1 

_7 

86  8 

38 

4  8 

4  8 

7  | 

2 1 

1  94 

lental  Petroleum 

2020.0 

-13 

81  16.0 

-4 

17.0 

21 

74.0 

-41 

0.8 

0  6 

1.0 

NM 

0.12 

Energy 

229  0" 

-22 

1054.0 

-24 

-45.0 

NM 

-93.0 

NM 

NM 

8  5 

-13.5 

NM 

-1.01 

toil 

790.8" 

28 

2782.4 

18 

92.4 

487 

160.2 

820 

1  1.7 

2  5 

11.1 

14 

3.80 

as  Petroleum 

2880.0 

-7 

12309.0 

3 

39.0 

-73 

264.0 

-2 

1.4 

4.7 

9.6 

29 

1.01 

:er  State 

191.9 

10 

759.2 

5 

1.9 

16 

13.7 

46 

1.0 

1  0 

7.2 

27 

0.50 

2290.0" 

-14 

9417.0 

-12 

64.0 

94 

283  0 

NM 

2.8 

1  2 

14.5 

12 

2.66 

o  Petroleum 

207.1" 

-12 

834  9 

-13 

16.6 

NM 

17.0 

NM 

8  0 

NM 

18.1 

21 

054 

:o 

8575.0" 

-10 

34071.0 

-7 

349.0 

2 

1259  0 

21 

4.1 

3.6 

12.8 

15 

4.47 

1  143.2 

1  14 

3559.2 

91 

15.7 

NM 

80.6 

166 

14 

NM 

22.5 

14 

2.38 

mar 

587.9 

-10 

2438  3 

-6 

25.0 

64 

86.5 

101 

4.3 

2  3 

16.6 

13 

2.23 

i  Texas  Petroleum  Holdings 

190.0 

10 

682.5 

2 

5.0 

70 

30.6 

-72 

2  6 

9.7 

10.5 

56 

0.35 

al 

1757.0" 

-21 

7528.0 

-17 

44.0 

-57 

343.0 

75 

2.5 

4.6 

1 1.7 

23 

1.27 

Marathon  Group 

2922.0* 

-10 

1 1962.0 

-6 

-88  0 

NM 

-6.0 

NM 

NM 

NM 

-0.4 

NM 

-0.04 

o  Energy 

282.0 

-7 

1222.2 

-1 

-15.2 

NM 

36.4 

-57 

NM 

2.7 

4.1 

27 

0.82 

9LEUM  SERVICES 

P  COMPOSITE 

5184.3 

3 

19914.4 

3 

168.5 

NM 

620.0 

5 

3.3 

NM 

6.9 

39 

0.96 

r  Hughes  (3) 

624.6 

-9 

2642.2 

1 

16  9 

301 

71.5 

NM 

2.7 

0.6 

3.7 

46 

0.43 

er  Industries  (2) 

1  160.3 

15 

4216.0 

1  1 

69.7 

317 

126.7 

81 

6.0 

1  7 

14.1 

24 

0.92 

prion 

1653.3** 

-2 

6350.8 

-3 

-42.0 

NM 

-161.0 

NM 

NM 

NM 

-8.2 

NM 

-1  43 

mberger 

1746.2 

7 

6705.5 

6 

124.0 

-20 

582  8 

-12 

7.1 

9.4 

13.3 

24 

2.40 

J.TH  CARE 

TRY  COMPOSITE 

49297.3 

7 

189628.3 

7 

2614.0 

-31 

15754.7 

-3 

5.3 

8.2 

23.2 

19 

2.03 

i  DISTRIBUTION 

P  COMPOSITE 

11685.1 

9 

45765.9 

9 

99.2 

39 

667.6 

214 

0.9 

0.7 

13.6 

19 

1.48 

nal  Distribution  (9) 

657.7 

29 

23040 

18 

10  9 

37 

38  5 

22 

1.7 

1  6 

11.0 

25 

1.84 

Emporium  (10) 

181.3 

-1 

756.6 

0 

0.1 

NM 

1.3 

NM 

0  1 

NM 

2.6 

61 

0.10 

1(11) 

972.7 

7 

3909.2 

3 

-9.1 

NM 

19.4 

NM 

NM 

NM 

NM 

i  i  A 

NA 

(11) 

226.0 

5 

922  7 

4 

2.2 

45 

9  4 

-10 

1  0 

0.7 

10.4 

14 

0.47 

leyer  (9) 

1310.6 

8 

5048  7 

23 

8  4 

NM 

22.4 

332 

0.6 

NM 

4.9 

17 

0.80 

-SupeRx  (4) 

567.9 

4 

2303  8 

6 

-1.7 

NM 

-3.3 

NM 

NM 

NM 

-4.5 

NM 

-0.15 

s  Drug  Stores  (11) 

597.2 

1 

2481.2 

1 

8  9 

-4 

49.3 

-5 

1  5 

1  6 

10.1 

16 

2.40 

sson  (9) 

3253.6" 

8 

12203.1 

6 

31  7 

14 

150.5 

170 

1.0 

0.9 

28.6 

18 

3.53 

Drug  Stores  (2) 

176  1 

6 

698  4 

4 

22  6 

NM 

-18.5 

NM 

NM 

1.3 

25  1 

NM 

-1.54 

>  D.  S.  (7) 

546.3 

13 

2351.2 

10 

3.3 

NM 

22.3 

NM 

0  6 

NM 

4.8 

29 

0.53 

kid  (10) 

1077.8 

7 

4288.8 

8 

23.0 

-13 

126.5 

-4 

2  1 

2  6 

1 1.7 

13 

1.44 

reen  (4) 

21 18.0 

1  1 

8498.2 

1  1 

44.2 

12 

249.9 

1 1 

2.1 

2.1 

17.8 

19 

2.02 

:S  &  RESEARCH 

P  COMPOSITE 

18782.0 

6 

70445.8 

4 

1747.1 

-29 

10017.8 

-9 

9.3 

13.9 

27.2 

17 

2.45 

;an 

231.3 

3 

858.9 

3 

30.5 

9 

104.5 

9 

1  3  2 

12.6 

20.0 

16 

1.58 

icon  Home  Products 

21 16.3 

6 

8304.8 

5 

382.7 

6 

1469.3 

28 

18.1 

18.1 

39.6 

13 

4.73 

:n 

365.6 

19 

1373  8 

26 

91.1 

-32 

374.6 

5 

24.9 

43.4 

32.0 

16 

2.61 

>I-Myers  Squibb 

2992.8 

6 

1  1412.7 

2 

255.8 

NM 

1959.1 

27 

8.5 

NM 

31.3 

15 

3.80 

r-Wallace  (9) 

177.6" 

10 

664.0 

0 

12.9 

-3 

28.0 

-42 

7.3 

8  3 

7.1 

37 

0.61 

Eli) 

1800.8 

9 

6452.4 

5 

-523  6 

NM 

491.1 

-41 

NM 

18.8 

9.0 

34 

1.67 

>n  Merrell  Dow 

742.0 

-7 

2818.0 

-15 

1 16.0 

-21 

362.0 

-47 

15.6 

18.3 

18.8 

13 

1.30 

k 

3000.8 

15 

10498.2 

9 

674.2 

1  1 

2166.2 

-1 1 

22.5 

23.4 

41.1 

19 

1.87 
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COMPANY 


SALES 


PROFITS 


RETURN  ON 
COMMON 


4TH 

i HANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE-  M( 

i  j|  iaRT^R 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

/vi '-'in  i  no 

FROM 

1  L  mUlN  1  n  o 

CAKiNIINOj  CAI 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

SMIL. 

% 

$  MIL 

% 

$  MIL 

% 

SMIL 

% 

% 

% 

12-31 

2-11  S 

Perrigo  (6) 

174.4 

24 

634.4 

24 

15.3 

30 

52,4 

38 

8.8 

8.4 

19.6 

43  l 

Pfizer 

1989  2 

2 

7477.7 

3 

288  9 

4 

657.5 

-40 

14.5 

14.3 

17.2 

29  ! 

Rhone-Poulenc  Rorer 

1 134.9 

-4 

4019.4 

-2 

128.1 

-24 

421.1 

-1 

1 1.3 

14.4 

28.5 

12  ! 

Schering-Plough 

1066.4 

7 

434  1  3 

7 

188.9 

13 

825.0 

15 

17  7 

16.9 

56.1 

14 

Syntex  (5) 

512  3 

4 

2  143  1 

5 

126.3 

NM 

419  6 

25 

24.7 

NM 

33.1 

7 

Upjohn 

943.7 

-6 

3653  4 

0 

156.9 

2 

402  5 

-26 

16  6 

15.4 

19.4 

13 

Warner-Lambert 

1 533.8 

4 

5793  7 

4 

-196.9 

NM 

285.0 

-56 

NM 

9  3 

16  6 

30 

(c)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

8019.3 

16 

31297.1 

16 

434.4 

113 

1529.7 

56 

5.4 

2.9 

18.6 

21 

American  Medical  Holdings  (4) 

558  2 

3 

2254.8 

1 

16.5 

56 

72.9 

-38 

3.0 

1.9 

10.5 

21 

Beverly  Enterprises 

732  9 

6 

2870  8 

1 1 

16.8 

NM 

60.3 

NM 

2.3 

NM 

6  2 

31 

Caremark  International 

460  3 

1  9 

1 783  2 

22 

22.2 

NM 

77  7 

185 

4  8 

NM 

19.9 

20 

Charter  MpA'ic ra!  131 

208  8 

-8 

880  3 

NA 

-39 

NM 

-39.5 

N  A 

 NM — 

 NM  

-68  9 

Continental  Medical  Systems  |6) 

249  0 

14 

971  8 

21 

3.8 

62 

15.0 

-53 

1.5 

4.6 

5.6 



30 

FHP  International  (6] 

591 .1 

27 

2264.7 

29 

1 0.3 

67 

53.1 

50 

1 .7 

1 .3 

13.7 

1 7 

Foundation  Health  (6) 

490.3 

47 

1 806. 1 

30 

24.3 

1 53 

81.1 

53 

5.0 

2.9 

27.8 

1 3 

Healthtrust  (4) 

622  1 

5 

2424.9 

5 

38.9 

1  7 

1 40.7 

35 

6.2 

5.6 

20.2 

1 7 

1 1  •  1 1 1 

nillnaven  (/) 

361 .4 

5 

1 346.8 

7 

25.8 

1 32 

54.7 

94 

7  1 

3.2 

26.5 

1 0 

Manor  Care  (7) 

284  6 

12 

1079  8 

12 

20.2 

17 

69.2 

-10 

7.1 

6.8 

13.9 

23 

National  Health  Laboratories 

168.9 

6 

760  5 

5 

7.7 

NM 

1 12.7 

178 

4.6 

NM 

66.1 

11 

National  Medical  Enterprises  (7) 

770  0 

-2 

3434.9 

-3 

61.2 

-22 

170.9 

44 

7.9 

9  9 

11.6 

15 

NovaCare  (6) 

1  70  6 

32 

617.8 

36 

1  1.5 

-9 

46.0 

-2 

6.8 

9  8 

15.5 

16 

OrNda  HealthCorp  (4) 

185. 6** 

28 

675.2 

27 

4.2 

242 

13.9 

NM 

2.2 

0  8 

10  8 

27 

PacifiCare  Health  Systems  (3) 

651  8 

33 

2407.0 

32 

14.7 

38 

66.7 

40 

2  3 

2  2 

20.9 

21 

Physician  Corp.  of  America 

162.8 

51 

546.0 

53 

13.4 

76 

40  1 

178 

8  2 

7.0 

NA 

24 

U.  S.  Healthcare 

680.1" 

19 

2645  2 

21 

91.2 

53 

299.7 

50 

13.4 

10.4 

44.8 

22 

United  HealthCare 

670  8" 

40 

2527.3 

44 

55  6 

64 

194.6 

55 

8.3 

7.1 

22  4 

34 

(d)MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

10811.0 

4 

42119.5 

5 

333.2 

-68 

3539.6 

-15 

3.1 

9.8 

19.5 

21 

Abbott  Laboratories 

2228.0 

6 

8407.8 

7 

391.3 

1 2 

1 399. 1 

1 3 

1 7.6 

1 6.6 

39.0 

1 7 

Bard  (C.  R.) 

2470 

-3 

970  8 

-  2 

40.1 

90 

62.1 

-17 

16.2 

8.3 

16.2 

24 

Bausch  &  Lomb 

486.3 

14 

1872.2 

10 

20.9 

-60 

156.5 

-9 

4.3 

12.1 

16  7 

20 

Baxter  International 

2395.0 

4 

88  7V  0 

5 

-592.0 

NM 

-268  0 

NM 

NM 

7.6 

-6.9 

NM 

Becton,  Dickinson  (3) 

554  1 

-1 

2459  0 

1 

25.7 

10 

215.2 

6 

4.6 

4.2 

14.6 

14 

Imcera  Group  (6) 

466  3 

6 

1849.5 

5 

36.7 

31 

-97.4 

NM 

7.9 

6  3 

-10.4 

NM 

Johnson  &  Johnson 

3531.0 

1 

14138  0 

3 

335.0 

9 

1787.0 

10 

9.5 

8.8 

31.4 

15 

Kendall  International 

195.2 

1 

816.3 

5 

13.7 

147 

52.0 

NM 

7.0 

2.9 

22.1 

20 

Medtronic  (8) 

332.1 

0 

1329  9 

3 

56.2 

-7 

214.5 

1  1 

16.9 

18.1 

24.8 

23 

Owens  &  Minor 

376.0 

2  3 

1397  0 

19 

5  6 

18 

18.5 

20 

1.5 

16 

13.5 

27 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

8052.1 

9 

30532.7 

8 

328.5 

64 

1314.2 

30 

4.1 

2.7 

14.4 

21 

(a)BUILDING  MATERIALS 

GROUP  COMPOSITE 

4904.8 

4 

19619.8 

2 

206.3 

38 

911.6 

18 

4.2 

3.2 

15.4 

23 

Lafarge 

397.6 

5 

1494.5 

-1 

2.2 

NM 

5.9 

NM 

0.6 

NM 

0.9 

NM 

Owens-Corning  Fiberglas 

754.0 

3 

2944.0 

2 

33.0 

175 

105.0 

46 

4  4 

1.6 

NM 

18 

PPG  Industries 

1378.2 

-2 

5753.9 

-  1 

53  9 

21 

295  0 

8 

3.9 

4.8 

12.0 

29 

RPM  (7) 

202.2 

9 

649  7 

-3 

13.9 

45 

46.5 

28 

6.9 

5.2 

14.9 

20 

Sherwin-Williams 

668.0 

10 

2949  3 

7 

26  4 

13 

165  2 

14 

4.0 

3.9 

16.2 

19 

Tecumseh  Products 

302.2 

11 

1314.2 

4 

20.8 

193 

81.4 

56 

6  9 

2  6 

1  1.9 

13 

Texas  Industries  (7) 

174.6** 

13 

655.1 

1  1 

5  6 

NM 

8  7 

NM 

3.2 

0.2 

3.0 

42 

Valspar  (2) 

180.6 

-2 

693.7 

2 

12  2 

19 

40  2 

17 

6.8 

5.6 

20.4 

22 

Vulcan  Materials 

282  0 

4 

1133.5 

5 

20  6 

1 

88  2 

-3 

7  3 

7.5 

12.6 

20 

York  International 

565.3 

1  1 

2031.9 

5 

17.7 

7 

75.5 

9 

3.1 

3  3 

16.5 

19 

(b)CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

3147.4 

19 

10912.9 

19 

122.1 

144 

402.6 

68 

3.9 

1.9 

12.6 

16 

Capstead  Mortgage 

161  2 

12 

64  1  5 

27 

24  5 

51 

94.3 

77 

15.2 

11.2 

18.1 

Centex  (9) 

833  3" 

28 

2996.0 

26 

23.6 

34 

78.7 

43 

2  8 

2  7 

12.7 

18 

Kaufman  &  Broad  Home  ( 1 ) 

373.0 

-3 

1237.9 

13 

15.0 

0 

39.9 

42 

4  0 

3.9 

9.2 

23 

Lennar  ( 1 ) 

240  4** 

92 

666.9 

55 

20  8 

102 

52.5 

80 

8.7 

8.2 

1  1.7 

15 

M.D.C.  Holdings 

185  3" 

33 

652.1 

27 

2.9 

496 

10.1 

1 1  1 

1.6 

0.3 

5.9 

16 

NVR 

221.5** 

2  1 

799.3 

4 

-4.8 

NM 

-19.6 

NM 

NM 

NM 

NA 

nm  -: 

Pulte 

480.5** 

9 

1632.8 

19 

24  6 

3 

77.8 

8 

5.1 

5  4 

14.5 

13 

Ryland  Group 

430.2 

9 

1474.4 

2 

7  6 

10 

-2.7 

NM 

1  8 

1  8 

-1.7 

NM 

U.  S.  Home 

221  9** 

18 

812  1 

18 

8  0 

NM 

71.7 

NM 

3.6 

NM 

36.5 

5 

14  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

23539.4 

10 

81645.1 

7 

-208.9 

NM 

2723.5 

-43 

NM 

6.2 

7.9 

47 

(o)EA'ING  PLACES 

GROUP  COMPOSITE 

6803.0 

9 

23754.9 

6 

-1263.1 

NM 

-298.3 

NM 

NM 

3.9 

-4.8 

NM 

Bob  Evans  Farms  (8) 

177  0 

8 

685.5 

13 

12.4 

13 

45  9 

10 

7.0 

6  7 

13.9 

20 

Brinker  International  (6) 

197.6 

30 

739.8 

26 

15.0 

41 

56.9 

38 

7.6 

7.0 

15.5 

37 

Flagstar 

1015.1 

10 

3970.2 

7 

-1632  9 

NM 

-1681.5 

NM 

NM 

NM 

NM 

NM 

Foodmaker  (3) 

381.6** 

-5 

1218.9 

-3 

-4.4 

NM 

-60.0 

NM 

NM 

2  9 

-43.1 

NM 

Marriott  International 

2504  0 

1 1 

7430.0 

7 

56.0 

12 

159.0 

19 

2.2 

2  2 

22.1 

24  1 
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CORPORATE  SCC 


lOARP 


tPANY  SAI.ES   PROFITS  

MARGINS  RETURN  ON 

COMMON  12 

4TH           CHANGE           12         CHANGE           4TH          CHANGE          12          CHANGE       4TH          4TH  EQUITY  PRICE-  MONTHS' 

QUARTER         FROM        MONTHS       FROM         QUARTER        FROM       MONTHS        FROM     QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1993             1992            1993           1992             1993            1992           1993           1992         1993         1992  ENDING  RATIO  PER 

S  MIL              %             S  MIL.            %              SMIL             %            S  MIL            %            %            %  12-31  2-11  SHARE 


mold's  1931.9  6  7408.1  4  264.5  16  1082.5  13  13.7  12.5  18.3  21  2.91 
ison  Restaurants  (7)  310.4**  10  1162.4  9  12.0  16  410  16  3.9  3.7  18.2  24  1.08 
ey's  (2)  285  4**       14  1  139  9         7  14.2         NM  58.0       NM         5.0        NM  NM  16  1.44 


RTAINMENT 

P  COMPOSITE  5035.9         20       16231.4       15         585.4  24       1316.9       -14        11.6       11.2        12.0  31  1.43 


buster  Entertainment  723.7  66  2227  0  69           81.3  71  243  6  64  11.2  10  9  1 8.2  23  1.11 

y  (Walt)  (3)  2727.3  14  8865.1  11          368.6  34  764.8  -13  13.5  11.5  15.2  33  1.40 

World  Productions  (4)  193.0  14  497  6  5           38.7  1  102.2  6  20.1  22.7  23.5  15  2.68 

-nount  Communications  (8)  1391.8  16  4641.6        6  96.8  -13  206.3  -50  7.0  9.2  5.0  45  1.72 


I  &  MOTEL 

P  COMPOSITE  1203.3         15        4539.2       10  100.6  24        401.2         18        8.4        7.7        15.4  33  1.53 


jrsWorld(5)  269.1  16  1020.0  9  27.8  86  96.1  48  10.4  6.4  19.1  15  3.92 

s  Circus  Enterprises  (1  1)  244.5  9  873  9  4  20.5  -43  110.7  -8  8.4  16.2  19.9  29  1.27 

i  Hotels  370.0**  10  1393.5  13  32.3  22  102.7  -1  8.7  7.9  9.9  32  2.14 

us  319.7  24  1251.9  12  20.0  504  91.8  79  6.2  1.3  18.2  59  0.89 


R  LEISURE 

P  COMPOSITE  10497.3  5       37119.7        4         368.2         -31       1303.7      -27        3.5        5.3         10.3  30  1.14 


icon  Greetings  (10)                    519.0  6  1740.0  6  51.5  17  125.4  19  9  9  9.0  12.3  17  1.71 

;wick                                           535.6  15  2206.8  7  7.0  NM  54.5  37  1.3  NM  6.5  34  0.57 

val  Cruise  Lines  ( 1 )                    325.7  5  1556.9  6  50.1  16  318.1  13  15.4  13.9  19.9  22  2.25 

ion  Kodak  4480.0  0  16364.0  -1  204.0  -19  475.0  -35  4.6  5.6  10.8  30  1.44 

wood  Enterprises  (8)                  567.4  20  2103.0  21  17.1  10  58.7  19  3.0  3.3  11.3  19  1.28 

>n  Greetings                             235.8  11  546.9  13  18.7  12  25.9  224  7.9  7.9  8.4  14  1.61 

y-Davidson                                329.1  5  1217.4  10  -36.9  NM  18.5  -66  NM  4.6  5.7  97  0.49 

ion  International  Industries  (6)  222  7  26  729  2  16  7.6  127  17.9  236  3.4  1.9  15.7  20  1.58 


ro  932.2         12         2747.2        8  70.7  8        200.0        12         7.6       7.9        16.5  16  2.22 

;l  753.9  4         27044         6  -28.0         NM         135.9       -26         NM        7.0         20.8  32  0.77 

Jond  Stores  484.5         15         1181.7       16  34.8  19  31.4        29        7.2        6.9  9.7  18  1.03 


oard  Marine  (3)  190.8  7         1047.1         0  -9.3         nm       -155.4       NM        NM        NM       -96.6         NM  -7.92 

oid  672.6  4         2244.9         4  39.2  32  67.9       -31         5  8        4.6  8.9  22  1.45 

Toys  247.9  0  730.2       -5         -58.1         NM        -69  9       NM        NM        NM      -20.5         NM  -2.08 


NUFACTURING 


TRY  COMPOSITE  28116.0  6     107071.7         5        1137.4  15      4908.9        35        4.0       3.7        14.2  24  1.91 


RAL  MANUFACTURING 

P  COMPOSITE  10915.9  4       42156.8         2         575.5         -12      2523.3        -5        5.3       6.2        14.6  23  1.99 


it  Techsystems  (9)  169  7  -29  773.4  -36  8.6  NM  34.1  NM  5.1  NM  37.2  8  3.40 

/  Dennison  641.9  2  2608.7  -1  19.3  2  83  3  4  3.0  3  0  11.6  21  1.44 

ng  1091.1**  9  4034.7  8  -120.9  NM  -15.2  NM  NM  3.5  -0.9  NM  -0.09 

}  322.3  2  1310.2  0  9.6  -32  48.9  101  3.0  4.5  16.8  16  1.62 


cell  International  (6)  660.6  6  1787.5  6  99.1  4  132.2  -19  15.0  15.3  11.8  37  1.11 

.'(9)  185.7  17  637.6  14  7.6  34  14.6  750  4.1  3.6  33.4  NM  NM 

Jrands  (6)  270.4  1  1055.0  3  16.4  10  55.6  29  6.1  5  6  17  4  14  2.52 

:o  407.0  -2  1422.3  -12  16.1  -36  80.8  -12  4.0  6.1  15.6  14  3.23 


ibrand  Industries  (1)                  393.5  13  1447.9  11           33.3  13  132.5  19  8  5  8.5  20.7          22  1.86 

is  Tool  Works                            800.3  12  3159.2  12           58.8  14  206.6  8  7.3  7.2  16.4          23  1.83 

ns(6)                                           223.4  1  929.3  3             3.9  -61  -1 3.8  NM  1.7  4  4  -4.4          NM  -0.30 

IV  Industries  (10)  320  0  18  1229.7       12  12.8  19  49  0  32  4.0  4.0  14.3  16  1.22 


esota  Mining  &  Mfg.  3482.0  3  14020.0  1  286.0  -1  1263.0  2  8.2  8.6  19.4  18  5.82 

sll  481.4  14  1645.0  13  55.4  -4  165.3  1  11.5  13.7  17.6  19  2.10 

ir  Hannifin  (6)  592.2  1  2492.1  3  14.1  -4  64  5  -4  2  4  2.5  6.9  27  1.33 

ermaid  t  472.9  9  1960.2  9  50.8  15  2114  27  10.8  10.1  18.7  24  1.32 

va  401.7  -7  1643.8  -3  4.5  -25  10.5  -27  1.1  1.4  4.2  99  0.37 


4INE  &  HAND  TOOLS 

P  COMPOSITE  1832.8  7         6885.1        11  21.9        -64        199.3       -13         1.2       3.6  8.4  33  1.16 


it  (10)  181.9         -6  695.3       -2  6.7  54  11.6       188         3.7        2.2  7.1  34  0.91 

inati  Milacron  272.8         25         1029.4       30         -47.3         NM        -45.4       NM        NM        3.2      -26.6         NM  -1.41 

her  287.2**      10         1075.5       13  16.4  89  53.7        70        5.7       3.3        15.4  20  1.86 


ametal  (6)                                 195.2         39          679.8       15  4.1  97  1.0      -92         2.1        1.5  0.3         NM  0.09 

-on  Tools                                   317.5**       6         1132.0       15           24.4         91  85  8        30        7  7       4  3         12.2  21  2.02 

ey  Works  578.2         -2         2273.1         4  17.6        -33  92.6        -6        3.0       4.5        13.6  22  2.06 


IAL  MACHINERY 

P  COMPOSITE  12921.0  8      48325.5        6  431.8        142      1753.2      255        3.3        1.5        14.3  25  2.24 


)                                                 171.2  101  595.7  89  14.0  699  34.1  464  8  2  2.1  15.2  12  3.33 

ed  Materials  (2)                        327.4  56  1080.0  44  34.5  165  99.7  153  10.5  6.2  16.7  38  1.21 

is  &  Stratton  (6)                           328.9  8  1190.0  9  28.6  22  84.0  46  8.7  7.7  24.0  14  5.80 

pillar  3168.0  16  11615.0  14  148.0  NM  6810  NM  4.7  NM  31.0  16  6.72 


Equipment  220.3  15  874.9  9  18.4  NM  41.9  NM  8.4  NM  15.6  24  2.41 

s(2)  2175.2**  15  7753.5  11  109.5  NM  184.4  393  5.0  0.2  8.8  33  2.39 

>it  Diesel  392  7  6  1560.1  14  7.4  139  20.7  97  1.9  0.8  10.0  26  1.17 

r   680.5  17  2483.9  9  42.4  25  158.3  23  6.2  5.8  18.8  22  2.77 


946.5         -6         3754.0       -6        -102.3         NM  410       -79         NM        3.1         12.8  45  1.11 

ral  Signal  393.8  0         1530.0       -9  4.9         NM  66.6      434         1.2        NM        12.7  24  1.47 

ischfeger  Industries  (2)  322.9**    -10         1242.8     -11  23.2  12        -17.7       NM        7.2        5.8        -3.5         NM  -0.67 


TE  SCOREBOARD 
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COMPANY 

SALES 

PROFITS 

! 

MARGINS 

RETURN  ON 

COMMON 

4TH 

CHANGE 

1 2 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE-       hi  1 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1 2  MONTHS 

EARNINGS  E/ 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

SMIl 

SMIl 

SMIL 

SMIL 

% 

1 2-3 1 

2-1 1 

Ingersoll-Rand 

1088.7 

0 

4021.1 

6 

67.8 

109 

163.6 

41 

6.2 

3.0 

12.3 

24 

Interlake 

170.7 

-6 

681.3 

-4 

-14.6 

NM 

-26.0 

NM 

NM 

NM 

NM 

NM  -) 

Pentair 

340.6 

6 

1328.2 

7 

1  4.0 

-6 

46.6 

9 

4. 1 

4  7 

12.2 

16 

Stewart  &  Stevenson  Services 

11)  259.1 

24 

959.6 

24 

1  4. 1 

22 

53.0 

30 

5.4 

5.5 

15.5 

30  > 

Timken 

439  5 

i  n 

1  7ftft  ft 
1  /  Uo  o 

0  V.U 

NM 

—  17  7 

NM 

NM 

0.0 

—  0  A 
Z.O 

NM 

Tyco  International  (6) 

802.9 

5 

3133.5 

0 

29.7 

1 5 

79.2 

-22 

3.7 

3.4 

8.3 

3 1  ■ 

Varity  (11) 

692  2 

-18 

2813.0 

-19 

22.2 

1  1  1 

60.5 

NM 

3.2 

1.2 

8. 1 

30 

(d)TEXTILES 

GROUP  COMPOSITE 

2446.3 

3 

9704.4 

7 

108.3 

9 

433.1 

81 

4.4 

4.2 

16.6 

16 

Burlington  Industries  (3) 

471  9 

3 

2070  7 

1 

19.0 

94 

88  7 

NM 

4.0 

2.1 

17.6 

12 

Cone  Mills 

179.0 

1 

769  2 

9 

11.5 

-1 

49.6 

9 

6.4 

6.5 

29.2 

9 

Fieldcrest  Cannon 

282  9 

4 

1000.1 

2 

8.7 

49 

15.0 

-5 

3.1 

2.1 

7.5 

21 

Shaw  Industries  (6) 

638  2 

9 

2476.3 

22 

29.3 

19 

1 17.6 

49 

4.6 

4.2 

16.8 

24 

Springs  Industries 

522.7 

2 

2022  8 

2 

15.5 

6 

47.3 

6 

3.0 

2.8 

8.7 

14 

Unifi  (6) 

351.5 

1 

1365.3 

2 

24.4 

-26 

1 14.9 

-8 

6.9 

9.5 

22.7 

15 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

13975.9 

5 

54459.2 

3 

-718.3 

NM 

-1116.8 

NM 

NM 

NM 

-7.7 

NM 

(a)ALUMINUM 

GROUP  COMPOSITE 

5168.8 

-6 

20422.6 

-6 

-534.2 

NM 

-706.8 

NM 

NM 

NM 

-11.3 

NM 

Alumax 

592  8 

-8 

2347  3 

-3 

-79.2 

NM 

-134.5 

NM 

NM 

NM 

-12.4 

NM 

Aluminum  Co.  of  America 

2310.8 

-6 

9055  9 

-5 

-86.9 

NM 

4.8 

-79 

NM 

NM 

0.1 

NM 

Kaiser  Aluminum 

415.9 

16 

1719.1 

-10 

-66.1 

NM 

-123.1 

NM 

NM 

0  5 

NM 

NM 

Maxxam 

503.0 

-13 

2031.1 

-8 

-63.4 

NM 

-131.9 

NM 

NM 

NM 

NM 

NM 

Reynolds  Metals 

1346.3 

0 

5269.2 

-6 

-238.6 

NM 

-322.1 

NM 

NM 

NM 

-19,8 

NM 

(b)STEEL 

GROUP  COMPOSITE 

6328.2 

13 

24929.9 

11 

-274.1 

NM 

-804.6 

NM 

NM 

NM 

-27.4 

NM  -j 

Allegheny  Ludlum 

268.4 

5 

1100.2 

6 

17  3 

54 

70  8 

51 

6.5 

4.4 

17.5 

19 

Armco 

363.5 

-22 

1664  0 

-1 

-45.7 

NM 

-256.2 

NM 

MM 

NM 

NM 

NM 

Bethlehem  Steel 

1 130.3 

1  4 

4323  4 

8 

-242  6 

NM 

-266.3 

NM 

NM 

NM 

-52.7 

NM 

Commercial  Metals  (4) 

381.8" 

17 

1624.0 

32 

5.7 

101 

24.5 

96 

1.5 

0.9 

10.2 

17 

Inland  Steel  Industries 

978  3 

18 

3888.2 

1 1 

-20.7 

NM 

-37.6 

NM 

NM 

NM 

24  1 

NM 

Lukens 

202.7 

-1 

862.1 

24 

-6.8 

NM 

13.1 

-45 

NM 

3.2 

3.8 

49  I 

National  Steel 

585.4 

2 

2418.8 

2 

-138.8 

NM 

-242.4 

tJM 

NM 

NM 

-80.6 

NM 

USX-U.  S.  Steel  Group 

1548  0 

28 

5612.0 

14 

124.0 

NM 

-169.0 

NM 

8.0 

NM 

-32.5 

NM  J 

Weirton  Steel 

301,3 

8 

1201.1 

1  1 

3  8 

NM 

-42.9 

NM 

1.3 

NM 

-19.9 

NM 

Wheeling-Pittsburgh 

272  7 

26 

1046.8 

13 

13.8 

NM 

30.7 

NM 

5.1 

NM, 

5.6 

19  K 

Worthington  Industries  (7) 

295  9 

13 

1  189  3 

16 

15.9 

7 

70.7 

25 

5.4 

5.7 

15.6 

23  1 

(c)  OTHER  METALS 

GROUP  COMPOSITE 

2478.8 

11 

9106.8 

3 

90.1 

20 

394.6 

24 

3.6 

3.4 

4.7 

45  f 

Asarco 

435.6 

-8 

1736  4 

-9 

-12.6 

NM 

-70.6 

NM 

NM 

NM 

5  5 

NM 

Cyprus  Amax  Minerals 

541.7 

33 

1763  6 

7 

-7.7 

NM 

100  2 

NM 

NM 

3.5 

4.4 

16  1 

Freeport-McMoRan  Copper  &  Gold  315.9 

51 

925.9 

30 

40.6 

12 

50  8 

-61 

12.8 

17.4 

5  2 

NM  £ 

Handy  &  Harman 

176.4 

22 

658  3 

15 

2.2 

-23 

8.9 

-24 

1.3 

2.0 

9  9 

24  I 

Magma  Copper 

195.8 

-1 

792  4 

-3 

9.1 

-11 

22  8 

-61 

46 

5.2 

3.0 

36  ft 

Newmont  Mining 

160.8 

14 

634  3 

3 

16.9 

322 

94.7 

4 

10.5 

2.8 

13.2 

45  T 

Phelps  Dodge 

652  7 

0 

2595.9 

1 

41.6 

-36 

187.9 

-38 

6.4 

10.0 

9.3 

20 

17  NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

77210.6 

12 

293095.0 

6 

4456.8 

267 

20450.5 

58 

5.8 

1.8 

13.2 

12  | 

(a)FINANCIAL  SERVICES 

GROUP  COMPOSITE 

35608.1 

21 

130727.3 

12 

3587.8 

118 

13203.6 

52 

10.1 

5.6 

20.1 

10  | 

Alex.  Brown 

218  8** 

71 

628  2 

38 

38.9 

85 

89.2 

52 

17  8 

16.4 

25.8 

5 

American  Express 

3708.0 

2 

14173.0 

-1 

291.0 

14 

1605.0 

1  78 

7.8 

7.0 

1 9.3 

10  I 

AT&T  Capital 

384.3 

4 

1359.6 

7 

39.9 

0 

71  5 

-3 

10.4 

10.8 

8.0 

15 

Bear  Stearns  (6) 

1002.6 

58 

3394  4 

30 

134.8 

110 

474.3 

60 

13  4 

10  2 

30.2 

6 

Beneficial 

497  4 

9 

1957  5 

8 

43.3 

86 

186  0 

25 

8.7 

5.1 

15.4 

11 

Countrywide  Credit  Industries 

(10)  276.0 

56 

937.1 

63 

43.0 

14 

171.4 

39 

15.6 

21.3 

20.3 

9 

Dean  Witter,  Discover 

1518  6** 

1  4 

5821  6 

12 

138.5 

60 

603  6 

47 

9.1 

6.5 

18  0 

10 

Edwards  (A.  G.)  (10) 

327.3 

26 

1262.2 

22 

41.1 

43 

151.2 

33 

12.6 

11.1 

204 

9  1 

Equifax 

331.1 

9 

1217.2 

7 

28.6 

10 

63.5 

-26 

8.6 

8  6 

26.2 

27  1 

Fannie  Mae 

4229.1** 

12 

16055.0 

10 

532.4 

24 

2042.5 

24 

12.6 

1 1.3 

25.4 

12 

Federal  Home  Loan  Mortgage 

1591  0 

34 

54560 

22 

204  0 

32 

786.0 

26 

12.8 

13.1 

20.7 

14  1 

First  American  Financial 

409  2" 

25 

1398  4 

25 

20.5 

67 

62.1 

44 

5  0 

3.8 

23.5 

6  I 

First  Financial  Management 

506  9" 

15 

1  669  7 

17 

45.6 

NM 

127  6 

578 

9  0 

NM 

10.2 

27  1 

Franklin  Resources  (3) 

198.5 

45 

717.3 

64 

59  0 

70 

199  8 

54 

29.7 

25.4 

27.7 

20  1 

Household  International 

871.2*' 

16 

3305.0 

20 

93.0 

56 

298  7 

56 

10  7 

8.0 

13  6 

12  c 

Loe  ws 

3351.6 

-2 

13686  8 

0 

138  4 

NM 

594  1 

NM 

4.1 

NM 

10.1 

10 

Marsh  &  McLennan 

779  8" 

1 1 

3163.4 

8 

62.6 

15 

332  4 

9 

80 

7.7 

26.8 

18 

Merrill  Lynch 

4526.1" 

39 

16588.2 

24 

347  2 

57 

1394.4 

46 

7  7 

6  8 

24.8 

7  I 

Morgan  Stanley  Group  (11) 

2418.9 

49 

8890  1 

NA 

181.7 

64 

746  6 

NA 

7.5 

6.8 

21  7 

8  ■ 

PaineWebber  Group 

56.9 

37 

246  2 

15 

5.3 

5.0 

219 

1075.8** 

29 

4004.7 

19 

Sallie  Mae 

665.0 

0 

26170 

-6 

109.6 

8 

430.1 

9 

16.5 

15.3 

39.3 

EH 

Salomon 

2764.0** 

29 

8799.0 

8 

476.0 

233 

864.0 

57 

17.2 

6.7 

20.8 

am; 
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CORPORATE  SCCl 


•ANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL 

SMIL 

SMIL 

SMIL 

" 

SHARE 

ib  (Charles) 

291  2 

28 

1097.4 

21 

28.5 

13 

124  4 

53 

9  8 

11.1 

36  1 

13 

2.09 

lerica  (3) 

225  8** 

7 

898.8 

7 

39.6 

41 

138.6 

53 

17.5 

13.3 

16.6 

13 

2.96 

imerica 

1244  6** 

2 

4832  9 

6 

95.9 

10 

450.5 

31 

7.7 

7.1 

14.1 

10 

5.44 

ers 

2195.3** 

73 

6796  9 

33 

297  9 

35 

950.0 

26 

13.6 

17.4 

18.4 

10 

3.88 

ANCE 

COMPOSITE 

38901.5 

6 

151451.7 

4 

831.8 

NM 

7190.8 

81 

2.1 

NM 

9.1 

15 

2.79 

Life  &  Casualty 

4194.2** 

-2 

1711  7.7 

-2 

—  1 131.0 

NM 

-615.3 

NM 

NM 

NM 

-7.7 

NM 

-5.54 

1334.2 

25 

5000  6 

25 

66.9 

37 

243.9 

33 

5.0 

4.6 

1  7  9 

1 3 

2.32 

e 

5283.3 

3 

20946  3 

4 

259  0 

NM 

1301.5 

NM 

4.9 

NM 

15.1 

9 

2.95 

an  Bankers  Insurance  Group  285.5 

36 

973  3 

20 

1 9  1 

^A 
DO 

^0  0 
DO.  O 

OA 
ZO 

A  7 

O.  / 

^  ft 

D.o 

1 4  0 

y 

o  ft'; 

ZOO 

ran  General 

2082.0** 

9 

7955  0 

8 

-164.0 

NM 

250  0 

-53 

NM 

7  0 

4.9 

23 

1.15 

:an  Re 

375.7 

1  7 

1 444.4 

26 

29.3 

1 20 

108.1 

1 72 

7  8 

4.1 

13  9 

1  3 

2.22 

977.3 

8 

3844  8 

1 5 

77.9 

MM 

323.8 

57 

8.0 

0.1 

1  2  9 

1  1 

4.22 

1  Holding 

727.7 

1 

2884  2 

y  i  .o 

1 

000  7 
Ozz./ 

n 

1  0  A 
1  Z.O 

1  0  A 

1  0  A 

0  1  0 
O.  1  z 

1408.1** 

5 

5374.5 

9 

160.5 

-19 

344.2 

-44 

1  1.4 

14.7 

8  4 

19 

3.91 

aoac\  n** 

474U.U 

3 

1 8402.0 

-1 

194.0 

288 

234.0 

-31 

3.9 

1  0 

4.2 

21 

3  25 

nancial 

2708.2 

1 

1  1010.8 

2 

87.4 

NM 

267.5 

NM 

3.2 

NM 

5.5 

1  8 

4.26 

ental  Corp. 

1 109.5** 

44 1 6  1 

1 3 

28  6 

1 59  7 

0/ 

0  A 
Z.O 

NM 

/  .J 

o 

y 

0  ftO 
z  o  J 

ble 

1 750.9** 

28 

6479.7 

3 

83.9 

riM 

234.5 

NM 

4  8 

!  1 M 

7  9 

22 

1   1  9 

nt  General 

163.5 

1  1 

651.4 

9 

1 2.0 

20 

42.7 

2  1 

7.3 

6.7 

1  2.9 

8 

3.06 

al  Re 

876.1 

1 

3560.2 

5 

171.1 

1  3 

696.8 

17 

1 9.5 

1 7.4 

1 4.4 

1  3 

8. 1  1 

;  Mann  Educators 

173.4 

o 

707  7 

o 

19  7 

7 

77  2 

Q 
0 

1  1  4 

1  A  A 
I  U.  O 

T  ft  7 

1  o  / 

O  A~7 
Z.O/ 

.on-Pilot 

329.2 

7 

1 246.6 

4 

64.6 

1  4 

2 1 9  3 

8 

1 9.6 

18.5 

1 2.4 

10 

4.36 

ilden  Financial 

364.3 

20 

1 406  9 

1 9 

16.8 

24 

80.0 

38 

4  6 

4  4 

30.2 

1 2 

3.29 

i  National 

2121.5 

5 

8289.7 

3 

31.5 

59 

415.3 

16 

1  5 

3  8 

13.0 

10 

4.06 

385.4 

o 
y 

1  AOf\  A 

o 

o 

OO  1 
zz.  1 

r>  K 
ZD 

QO 
OZ.O 

oz 

JO 

5.7 

5.0 

11.1 

1  1 

2.63 

asualry 

397.6 

-14 

1669.8 

-8 

17.8 

45 

87.0 

-10 

4.5 

7.0 

10  1 

13 

4.83 

public  International 

486.1 

1 6 

1 736.3 

7 

50.4 

32 

1 66  3 

-5 

10.4 

9  ] 

13  0 

8 

2.83 

rantral 

522.8** 

38 

1 763  3 

24 

50  4 

1  80 

242  7 

377 

O  A 

y  o 

4  8 

1 4  2 

c 

D 

^  no 
o.uo 

issive 

509.7" 

18 

1954.8 

12 

53  4 

62 

267.3 

91 

10.5 

7.6 

29.9 

10 

3.59 

ent  Life  &  Accident 

734.9** 

4 

2938  0 

2 

66.5 

157 

81  2 

NM 

9.0 

3.7 

-7.7 

NM 

-2.03 

889.6** 

8 

3537.8 

3 

130.3 

25 

425.9 

37 

14  6 

12.6 

15.9 

8 

6.77 

■i 

1 171.8 

6 

4460.2 

1 

89.7 

NM 

427.6 

NM 

7.7 

NM 

17.1 

8 

9.84 

lark 

582.2 

13 

2180.0 

7 

85  9 

28 

279.6 

5 

14  8 

13  0 

2  1  6 

12 

3.76 

t 

348.3 

3 

1363.2 

0 

4.5 

-88 

95.0 

-42 

1.3 

1 1.5 

4.7 

23 

1.83 

869.5 

12 

3397.0 

1  1 

83.1 

19 

312.0 

7 

9.6 

9.0 

14.3 

13 

3.96 

799  0 

0 

3249  0 

-1 1 

59.0 

354 

127  0 

263 

7.4 

1.6 

8.8 

16 

0.93 

GS  &  LOAN 

COMPOSITE 

2701.2 

-8 

10915.9 

-13 

37.2 

NM 

56.1 

-78 

1.4 

NM 

-0.1 

80 

0.28 

ison  (H.  F.) 

803.1** 

-8 

3100.0 

-15 

50.1 

223 

-138.0 

NM 

6.2 

1.8 

-6.4 

NM 

-1.51 

nia  Federal  Bank 

246.7** 

-24 

1084.1 

-23 

-53.7 

NM 

-145.5 

NM 

NM 

2  0 

-18.7 

NM 

-5.98 

lie  Federal  Bank  (6) 

247.4** 

-10 

1053.1 

22 

-39  8 

NM 

-1118 

NM 

NM 

NM 

-10.5 

NA 

NA 

n  West  Financial 

483.5 

0 

1932.2 

-5 

67.9 

-3 

273.9 

-3 

14.0 

14.5 

13.3 

10 

4  28 

Western  Financial 

726.8** 

-7 

2978  3 

-1  1 

-18.2 

NM 

62.0 

15 

NM 

NM 

1.7 

60 

0.28 

ird  Federal  Bank 

193.7** 

-1 

768.1 

-5 

30  9 

22 

1  15.6 

21 

15.9 

12.9 

16.3 

8 

3.60 

CE  EQUIPMENT  &  COMPUTERS 

RY  COMPOSITE 

60665.7 

7 

213284.8 

7 

1666.9 

NM 

-4356.7 

NM 

2.7 

NM 

-6.3 

NM 

-0.82 

ESS  MACHINES  &  SERVICES 

COMPOSITE 

4266.4 

19 

15373.1 

15 

283.8 

21 

875.9 

14 

6.7 

6.6 

17.4 

23 

1.49 

iCom  Systems 

318  4 

55 

1015.5 

42 

4.1 

38 

1 1.4 

58 

1.3 

1.5 

22  3 

16 

0.34 

ternational  (11) 

221.0 

18 

839.1 

18 

22.7 

51 

80.0 

1  14 

10.3 

8.0 

32  8 

46 

0.72 

441.2 

7 

1581.8 

3 

50.9 

-9 

141.9 

-30 

1 1.5 

13.5 

17.7 

21 

1.71 

d 

176.4 

14 

623.3 

15 

15.2 

1 

48.4 

18 

8.6 

9.8 

1  1  6 

22 

2.40 

ad  (9) 

208.6 

1 1 

779.1 

14 

1.4 

-39 

2.1 

-77 

0.7 

1.2 

1.5 

82 

0.12 

ndustries 

213.6 

14 

780.3 

10 

16.7 

59 

44  6 

15 

7  8 

5  6 

26  0 

21 

1.39 

lent  Electronics  (11) 

675.9 

40 

2476.3 

26 

10.9 

92 

35.1 

40 

1  6 

1.2 

17.0 

26 

0  96 

(Herman)  (7) 

241.8 

18 

914.5 

12 

1 1.2 

214 

34.7 

NM 

4.6 

1.7 

1  1.5 

23 

1.38 

Bowes 

973.9 

5 

3542.9 

3 

1  14.8 

21 

353.2 

13 

11.8 

10.2 

1  8.9 

20 

2  22 

Ids  &  Reynolds  (3) 

192.6 

18 

726.1 

1  1 

14.4 

22 

55.2 

32 

7.5 

7  2 

20  9 

19 

2.51 

ird  Register 

199.0 

3 

722.1 

2 

13.5 

8 

42.2 

7 

6  8 

6  5 

11.8 

15 

1.47 

ata  ( 1 1 ) 

403.9 

52 

1372.1 

53 

8.0 

42 

27.1 

49 

2.0 

2.1 

13  3 

25 

1.54 

UTERS  &  PERIPHERALS 

COMPOSITE 

47660.6 

5 

165470.1 

5 

396.1 

NM 

-7949.2 

NM 

0.8 

NM 

-15.3 

NM 

-2.97 

11 

442  9 

-41 

1680.5 

-33 

-40.9 

NM 

-588.7 

NM 

NM 

0.3 

-70.8 

NM 

5  1  7 

Computer  (3) 

2468.9 

23 

8445.5 

17 

40.0 

-75 

-34.7 

r  jm 

1.6 

8  1 

-1.7 

NM 

-0.35 

■search  (6) 

677.0 

95 

1970.9 

73 

17  9 

23 

-49.8 

NM 

2  6 

4  2 

-15.2 

NM 

-1.60 

jq  Computer 

2202.0 

55 

7191.9 

75 

151.0 

69 

462  4 

117 

6.9 

6  3 

19.3 

17 

5.45 

r  Peripherals 

574.4 

-7 

2151  7 

-4 

8.5 

0 

445  3 

NM 

1.5 

1.4 

NM 

NM 

-9.03 

research 

302.6 

33 

894.9 

12 

24.3 

NM 

60.9 

NM 

8  0 

NM 

8  0 

13 

2.33 

ieneral  (3) 

261.2 

-7 

1059.4 

-4 

-21.1 

NM 

-82.3 

NM 

NM 

0.3 

-23.2 

NM 

-2.35 

>mputer  (11) 

757.3 

33 

2750.5 

64 

12.0 

-58 

-22.3 

NM 

16 

5.0 

-5.3 

NM 

-0.71 
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COMPANY  SALES   PROFITS  

MARGINS        RETURN  ON 


COMMON 


4TH  CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1993 

1992 

1 993 

1992 

1 993 

1 992 

1 993 

1 992 

1 993 

1 992 

ENDING 

RATIO 

SMIL 

SMIL 

5  Mil 

$  MIL. 

% 

12-31 

2-11 

... 

Digital  Equipment  (6) 

3254  1 

—  1  0 

1 3636.6 

-4 

-72. 1 

NM 

-.92.3 

NM 

NM 

NM 

-1 .9 

NM 

cur 
Bffll 

240.O 

Ill 

782.6 

1  U  J 

46.8 

349 

127.1 

33 1 

18.8 

8.9 

35.6 

3  1 

newletr-racKara  (/] 

5687  0 

32 

2UJ  1  /.U 

24 

298.0 

338 

1  1 77.0 

34 

5.2 

1 .6 

1 3.8 

1 8 

Inf..  rnrnnh 

268.5 

-13 

1 050.3 

-1  1 

-69.9 

NM 

-118  5 

-17  9 

International  Business  Machines 

i  yjyo.u 

1 

6271 6.0 

-3 

382  0 

NM 

-7987.0 

NM 

2  0 

NM 

-40.0 

NM 

Maxtor  (9) 

318.1 

-20 

1 237.8 

-10 

-121.3 

!  JM 

-272  8 

NM 

NM 

4.7 

NM 

NM 

Quantum  (9) 

523.0 

1  4 

2002  7 

30 

6. 1 

-78 

-9.6 

NM 

1  .2 

6.1 

-2.8 

NM 

Seagate  Technology  (6) 

8 1 5.9 

5 

31  1 4. 1 

1 

42.7 

-32 

151.3 

-32 

5.2 

8. 1 

13.1 

1  2 

Silicon  Graphics  (6) 

370  4 

37 

1262.0 

33 

36  3 

65 

114  7 

NM 

9  8 

8.1 

16.5 

32 

Storage  Technology 

400.2 

-3 

1  404  8 

— o 

6  3 

- 1 1 7  8 

1  6 

-12  5 

Sun  Microsystems  (6) 

1 130.7 

8 

4493.0 

17 

43.8 

82 

188.2 

47 

3.9 

2.3 

12.5 

14 

Tandem  Computers  (3) 

475  6 

-2 

2022.6 

-2 

24.9 

384 

-510.3 

NM 

5  2 

1.1 

-69.3 

NM 

3Com  (7) 

205.3 

34 

696.2 

34 

21.5 

131 

71.0 

329 

10.5 

6  1 

23.7 

29 

Unisys 

2101.1" 

7 

7742.5 

-8 

1 17.7 

16 

361.6 

22 

5.6 

4.5 

25.2 

10 

Wang  Laboratories  {6) 

231.8 

34 

978.5 

41 

4.9 

NM 

-1 14.2 

NM 

2.1 

NM 

-46.8 

NA 

Western  Digital  (6) 

371.1 

8 

1267.2 

1  1 

12.5 

81 

-28  8 

NM 

3.4 

2  0 

-22.8 

NM 

Xerox 
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-1 
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-1 

-576.0 

NM 
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NM 

NM 

NM 

-6.0 

NM 

(c)  COMPUTER  SOFTWARE  &  SERVICES 
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8738.7 

14 
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14 
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17 
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4 

11.3 

11.0 
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35 

Automatic  Data  Processing  (6) 
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1  1 

2339  2 

1  3 

80.2 

1  4 

310.8 

1  4 

1 3.9 

1 3.5 

20.7 

24 
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1 

886  1 

7 

-54.0 

NM 

-22.0 

NM 

NM 

4.7 

NM 

NM 
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248.5 

97 

771 . 1 

92 

63.5 

9  1 

202.2 

98 

25  6 

26.3 

37.0 

48 

Comdisco  (3) 
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-6 
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_5 

23  0 

1  5 

90  0 
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4  3 

3  5 

1 2  8 

CompUSA  (6) 

536  9 

65 

1 727  6 

66 

-5.5 

NM 

1 .6 
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NM 

0.9 
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NM 

Computer  Associates  International  (9)  574  4 

1  5 
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1  6 

1 24  2 

5  5 

341 .6 

67 

21  6 

16.0 

31.1 

1  9 
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621  4 

2 

2502  1 

1 

2 1 .7 

1  5 

84.2 

1 1 

3.5 

3.1 

1 1 .3 

23 

Computervision 

205  6 

-23 

827  3 

-22 

-8.8 

NM 

-571 .1 

NM 

NM 

1  8 

NM 

NM 

Electronic  Data  Systems 

2302.0 

9 

85073 

4 

202  9 

14 

724  0 

14 

8.8 

8.4 

20  0 

21 

First  Data 

383.4 

19 

1490.3 

24 

52.9 

22 

173.0 

22 

13.8 

13.4 

19.1 

28 

Gtech  Holdings  (10) 

169.0 

34 

607.4 

30 

13.6 

34 

52  3 

65 

8.0 

8.0 

26.4 

29 

Lotus  Development 

278  3 

13 

981  2 

9 

29.6 

103 

55.5 

-31 

10.6 

5.9 

11.8 

45 

Microsoft  (6) 
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20 

4109  0 

26 
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22 

1036.0 

24 

25  6 

25.2 

29.9 

23 
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309.2 

19 

1  122.9 

20 

68.9 

-1 

-35.2 

NM 

22.3 

26.7 

-3.2 

NM 

Oracle  Systems  (7) 

452.2 

28 

1692.9 

29 

62.1 

86 

197.8 

122 

13.7 

9.5 

33.3 

47 
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188  3 

44 
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81 

23  8 

41 

75.9 

79 

12.6 

12.9 
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25 
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4 

84365.8 

2 
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NM 
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NM 
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47 
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8081.4 

11 

30966.6 

5 

133.6 

-40 

797.2 

91 

1.7 

3.1 

7.4 

33 

Boise  Cascade 

996.9 

10 

3958.3 

7 

-23.7 

NM 

77  1 

NM 

NM 

NM 

-1 1.6 

NM 

Georgia-Pacific 

3199.0 

10 

123300 

4 

-36.0 

NM 

-18.0 

NM 

NM 

3.9 

-0.7 

NM 

Louisiana-Pacific 

636.1 

20 

251 1.3 

15 

59.5 

45 

254.4 

4  4 

9  4 

7  8 

16.8 

19 

Weyerhaeuser 

2591.3 

10 

9544.8 

3 

101.7 

19 

527.3 

42 

3.9 

3,6 

13.4 

18 

Willamette  Industries 

658.1 

10 

2622  2 

1  1 

32  1 

142 

1  10.7 

36 

4.9 

2.2 

8.8 

27 

(b)PAPER 
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0 

53399.3 

0 

-92.4 

NM 

-1324.2 

NM 

NM 

NM 

-6.5 

64 

Bowater 

340.4 

-6 

1353.7 

-1 

4.9 

NM 

-64  5 

NM 

1.4 

NM 

-9.1 

NM 

Champion  International 

1300.2 

5 

5068  8 

3 

-30.6 

tJM 

-134.5 

NM 

NM 

NM 

-5.5 

NM 

Chesapeake 

201.0 

-6 

885.0 

0 

7.3 

462 

10.4 

-28 

3.6 

0  6 

2.9 

59 

Consolidated  Papers 

216.7 

-7 

947  3 

5 

13.9 

42 

64  2 

27 

6.4 

4  2 

6.8 

30 

Fort  Howard 

291.6 

2 

1 187.4 

3 

-3.8 

NM 

-2040.1 

NM 

NM 

NM 

NM 

NA  - 

International  Paper 

3412.0 

) 

13685.0 

1 

100  0 

tJM 

289  0 

104 

2  9 

NM 

4.7 

33 

James  River  Corp.  of  Virginia 

1 154.9 

1 

4650.2 

-2 

-5.1 

NM 

-0.3 

NM 

NM 

NM 

-2.2 

NM 

Kimberly-Clark 

1764.0 

-3 

6972.9 

-2 

141.6 

NM 

510.9 

48 

8.0 

NM 

21.4 

18 

Manville 

582.8 

2 

2275.9 

3 

-8.0 

NM 

60.8 

28 

NM 

3.0 

4.9 

29 
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1 129.6 

0 

4790.3 

2 

21.3 

25 

124.1 

230 
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7.9 

22 
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6 
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3 

15.6 

48 

38.3 
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4.6 

3.3 
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36 
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-6 

4748.9 

-7 
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NM 
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NM 

NM 
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NM 
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793.8 

7 
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2 

17.6 

36 
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17 
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67 
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617.9 

1 
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NM 

56.5 
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41 
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-2 
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3 
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7 
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4 

234.9 

23 

879.1 

44 

7.9 

6.9 

17.4 

20 

Capital  Cities/ABC 
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7 

5673.6 

6 

166.7 

21 

467.4 

20 

9.5 

8.4 

1  1.4 

24 

CBS 

1042.8 

8 

3510.1 

0 

46.4 

39 

326.2 

101 

4.5 

3.4 

28  5 

15 

Multimedia 

173.7 

4 

634.6 

10 

21.8 

1  3 

85.5 

41 

12  6 

1 1.5 

NM 

15 
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ENDING 

RATIO  J 

$  MIL 

% 

S  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

12-31 

211 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

53689.6 

5 

203149.5 

4 

164.4 

-96 

12368.1 

-25 

0.3 

8.2 

12.4 

25 

1 

(a)EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

25303.7 

7 

93193.1 

6 

1326.3 

0 

5275.2 

4 

5.2 

5.6 

21.1 

21  \ 

 P 

American  Telephone  &  Telegraph 

18459.0 

5 

67156 0 

3 

982.0 

-2 

3974  0 

4 

5.3 

5.7 

28.7 

19 

DSC  Communications 

217.9 

14 

730.8 

36 

28.8 

119 

81.7 

604 

13.2 

8.1 

13.2 

39  1 

MCI  Communications 

3128.0 

13 

1 1921.0 

1  3 

107.0 

-  33 

627.0 

3 

3.4 

5.8 

13.6 

24  I 

Pacific  Telecom 

178.8 

-4 

705  9 

0 

16.8 

-14 

59.1 

-12 

9.4 

10  5 

9.3 

17  1 

Scientific-Atlanta  (6) 

178.0 

-5 

721.1 

6 

-4.6 

NM 

19.0 

-5 

NM 

0.8 

5.3 

53 

Sprint 

2981  3 

10 

1 1367.8 

9 

190.1 

63 

480  6 

-3 

6  4 

4.3 

12.9 

26 

Telephone  &  Data  Systems 

160.6 

27 

590  7 

30 

6.2 

47 

33.9 

-12 

3.9 

9.3 

2.7 

70  1 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

28385.9 

4 

109956.3 

3 

-1162.0 

NM 

7092.8 

-39 

NM 

10.5 

9.5 

28  1 

Alltel 

654.8 

23 

2342.1 

12 

69.1 

9 

262.0 

15 

10.5 

1 1.8 

16.9 

20 

Ameritech 

3016.3 

6 

1  1710.4 

5 

398.2 

19 

1512.8 

12 

13.2 

11.8 

1 9.3 

15  I 

Bell  Atlantic 

3317.2 

1 

12990.2 

2 

337.2 

3 

1481.6 

7 

10.2 

10.0 

18.0 

16  I 

BellSouth 

4124.8 

6 

15880.3 

5 

252  6 

NM 

1034,1 

-38 

NM 

9.0 

7.7 

28  § 

Cincinnati  Bell 

287.2 

4 

1089.6 

1 

1  06  8 

NM 

-56.8 

NM 

NM 

0.2 

-9.8 

NM 

GTE 

5063  0 

-1 

19748  0 

-1 

-466.0 

NM 

990  0 

-45 

NM 

10.1 

9.6 

32 

Nynex 

3392  9 

2 

13407.8 

2 

-1242.0 

NM 

-272.1 

NM 

NM 

9  8 

-2.7 

NM 

Pacific  Telesis  Group 

2297.0 

1 

9244.0 

2 

-405.0 

NM 

191.0 

-84 

NM 

12.6 

2.5 

NM 

Rochester  Telephone 

242  1 

15 

906.5 

13 

25.6 

27 

82.7 

17 

10  6 

9.6 

12.9 

18 

Southern  New  England  Telecomms.     426  5" 

5 

1653.6 

2 

-169.7 

NM 

-43.6 

NM 

NM 

9.9 

-4.0 

NM 

Southwestern  Bell 

2898  1 

6 

10690  3 

7 

385.9 

10 

1435.2 

10 

13.3 

12.9 

19.4 

16 

US  West 

2666  0 

6 

10293.6 

5 

264.1 

1 

475.9 

-56 

9.9 

10.4 

8.1 

37 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

33443.5 

8 

129866.3 

7 

656.7 

156 

2843.0 

653 

2.0 

0.8 

6.9 

34 

(a)  AIRLINES 

GROUP  COMPOSITE 

13276.5 

8 

54446.0 

9 

-540.1 

NM 

-541.6 

NM 

NM 

NM 

-11.2 

NM 

Alaska  Air  Group 

277  2 

7 

1  128.3 

1 

-20.3 

riM 

-30.9 

NM 

NM 

NM 

-20.0 

NM 

America  West  Airlines 

339.3 

12 

1316.0 

2 

10.4 

tlM 

37.2 

NM 

3.1 

NM 

NM 

AMR 

3591.0 

0 

15816.0 

10 

-246.0 

NM 

-96.0 

NM 

NM 

NM 

-4.5 

NM  ■ 

Delta  Air  Lines  (6) 

3016.9 

5 

12294.9 

6 

-141.0 

NM 

-225  8 

NM 

NM 

NM 

-17.2 

NM  1 

Southwest  Airlines 

608  6 

26 

2296.7 

27 

38.4 

43 

154  3 

58 

6.3 

5.5 

15.8 

35 

UAL 

3641.0 

1  4 

1451  1.0 

13 

-65.0 

NM 

-31.0 

NM 

MM 

NM 

-5.0 

NM 

USAir  Group 

1802  5 

10 

7083  2 

6 

-1  16.5 

NM 

-349.4 

NM 

NM 

NM 

NM 

NM 

(b)RAILROADS 

GROUP  COMPOSITE 

9542.8 

4 

36762.4 

3 

894.9 

-3 

2597.6 

25 

9.4 

10.0 

13.5 

20 

Burlington  Northern 

1246  0 

4 

4699.0 

2 

118  0 

6 

296.0 

-1 

9.5 

9.3 

18.3 

21 

Chicago  &  North  Western  Holdings    268  6 

8 

1043.2 

6 

24.5 

NM 

64.0 

71 

9  1 

0.5 

32.2 

19 

Conrail 

9100 

6 

3453.0 

3 

106.0 

1  5 

234.0 

17 

1 1.6 

10.7 

8.0 

23 

CSX 

2315.0 

3 

8940  0 

2 

151.0 

-1 

359  0 

NM 

6.5 

6.8 

1 1.3 

25 

Kansas  City  Southern  Industries 

261  5** 

31 

961.1 

30 

30  1 

75 

97.0 

52 

1 1.5 

8.6 

18.7 

22 

Norfolk  Southern 

1085.3** 

-8 

4460.1 

-3 

159.4 

24 

548  7 

-2 

14,7 

10.9 

12.0 

18 

Santa  Fe  Pacific 

732  6 

16 

2726  4 

9 

67.0 

61 

338  8 

434 

9.1 

27.5 

26  7 

13 

Southern  Pacific  Rail 

742.8 

4 

2918.6 

1 

3.9 

93 

-44.9 

NM 

0  5 

7.3 

-16.4 

NM 

Union  Pacific 

1981  0 

3 

7561  0 

4 

235  0 

22 

705  0 

3 

11.9 

10.0 

14.9 

18 

|c| TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4797.5 

7 

18237.5 

6 

142.4 

52 

281.4 

285 

3.0 

2.1 

5.3 

23 

Airborne  Freight 

467  1 

19 

1720  0 

16 

14.3 

159 

35.3 

584 

3.1 

1.4 

10  7 

22 

Aviall 

224.2 

26 

894.7 

-24 

3.9 

-36 

-140.4 

NM 

;  8 

2.0 

-15.4 

NA 

Federal  Express  (7) 

21215 

8 

81  15.7 

7 

59  7 

69 

1  56  8 

NM 

2.8 

1.8 

8.8 

27 

Pittston  Services  Group 

424  7** 

1  1 

1569.0 

1  1 

15.4 

45 

47.1 

73 

3.6 

2.8 

13.1 

21 

Ryder  System 

1093  6 

6 

4217.0 

5 

30.5 

29 

1  14.7 

17 

2  8 

2  3 

8.7 

19 

Trinity  Industries  (9) 

466.4 

19 

1721.1 

19 

18.5 

50 

67.8 

95 

4.0 

3.1 

12.1 

24 

(d)TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

5826.7 

17 

20420.4 

12 

159.6 

58 

505.6 

18 

2.7 

2.0 

10.4 

21 

Alexander  &  Baldwin 

297  6** 

45 

979.5 

30 

23.7 

14 

67  0 

1 1 

8.0 

10.1 

117 

18 

American  President 

761.8** 

14 

2594  2 

3 

21.2 

100 

80.1 

3 

2.8 

1  6 

16.2 

12 

Arkansas  Best 

2690 

12 

1009.9 

5 

5  6 

52 

21.0 

12 

2  1 

1  5 

8  6 

17 

Carolina  Freight 

262.7 

1 

845.4 

6 

-1.6 

NM 

-4.2 

NM 

NM 

NM 

-3.5 

NM 

Consolidated  Freightways 

1  1  1 1.6 

9 

4191.8 

3 

16  8 

NM 

50  6 

NM 

15 

NM 

6.8 

32 

GATX 

280.5** 

10 

1086.9 

7 

16.2 

31 

72.7 

148 

5.8 

4  9 

10  2 

14 

Hunt  (J.  B.)  Transport  Services 

259.8 

6 

1020.9 

12 

1 1.0 

12 

38.2 

3 

4  2 

4  0 

114 

23 

Landstar  System 

211.7 

19 

780.5 

16 

4.9 

120 

13.6 

1  1  4 

2.3 

1.3 

19.8 

20 
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CORPORATE  SCC 


PANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL 

% 

S  Mil 

S  MIL. 

S  MIL 

% 

12-31 

2-1 1 

SHARE 

/ay  Services 

1376.8 

21 

4155.9 

16 

42.7 

-17 

1 19.3 

-19 

3  1 

4  5 

1 1.7 

24 

3.02 

eightways 

235.5 

12 

898.9 

16 

7  0 

100 

28.5 

37 

3.0 

1.7 

16.4 

22 

1.25 

759.7 

36 

2856.5 

26 

12.0 

85 

18.8 

-54 

1  6 

1.2 

3.9 

43 

067 

ITIES  &  POWER 


RY  COMPOSITE 

54888.6 

1 

219606.9 

6 

1974.9 

-49 

17797.5 

-4 

3.6 

7.1 

9.8 

15 

1.80 

HC,  WATER  &  COGENERATION 

COMPOSITE 

41746.2 

1 

1  /  J.HW.  1 

IjOii./ 

/ 

J.J 

7.7 

y.o 

1  3 

1  oc 

cny  Power  System 

581 .2 

1 

2331  5 

1 

53.5 

0 

232.8 

5 

9  2 

9.3 

1 1.5 

13 

1.88 

ion  Electric  Power 

1331 .0 

3 

5269.2 

4 

159.3 

-7 

413.1 

22 

12.0 

1 3.2 

8.6 

18 

1  92 

rfin  1  A/  ft  (if  Wnrlcc. 

LUII    flUICI     wf  VI  IV  J 

1 82.0 

13 

717  5 

9 

14.7 

16 

75  4 

1  1 

8  1 

7.9 

1 1.0 

14 

2.29 

ic  Energy 

200  6 

3 

86S  7 

6 

1 6.2 

33 

1  1 2.7 

8 

8.1 

6.3 

1 1 .4 

1  1 

1  80 

ore  Gas  &  Electric 

646. 1 

7 

2668.7 

7 

31.1 

-27 

309.9 

17 

4.8 

7.0 

10.1 

13 

1  85 

i  Edison 

345.4 

-4 

1482  3 

5 

9.9 

-33 

1  18.2 

10 

2  9 

4.1 

1 1.5 

12 

2.28 

t i~t  Dnu#Ar  ft.  1  Irinr 

iu  rower  ot  Liy in 

658  6 

-1 

2895.4 

5 

63.9 

-10 

346  5 

-9 

9.7 

10.7 

12.8 

13 

2  10 

ior  Energy 

578  0 

-4 

2474.2 

1 

-101 1 .4 

NM 

-875.2 

NM 

NM 

10  5 

-33.7 

NM 

-6.51 

1  &  South  West 

1   tM    JJUIM    f  f  Ol 

874  o 

2 

3689.0 

12 

18  0 

-79 

320  0 

-21 

2  1 

10.1 

10  1 

17 

1.59 

f  Moirtc  Power 

23 1  2 

5 

893  6 

2 

12.5 

6 

61.3 

4 

5  4 

5.3 

9  7 

8 

1  65 

IUII   WU3   (X    LICMI  1 V 

482.2 

15 

1751.7 

13 

-176.6 

NM 

-8.7 

NM 

NM 

10.7 

-2.2 

NM 

-0.39 

208  5 

6 

844  8 

14 

1 6.9 

16 

89  1 

16 

8  1 

7.4 

13.5 

12 

2.51 

nergy 

936.0 

7 

3482.0 

1  1 

30  0 

NM 

166  0 

NM 

3.2 

NM 

18.7 

12 

1.90 

onweolth  Edison 

474.0 

-68 

5260.4 

-13 

-327.0 

NM 

102.7 

-80 

NM 

7.2 

0.7 

NM 

0.17 

zy r> \a/ pnltn  Fnprnv  5 tfctpm 
vii  wcuiiii  unci  u  y  jy  9ICHI 

244  6 

-4 

942.7 

4 

13.9 

3 

45  8 

15 

5.7 

5.3 

13.6 

10 

4.37 

iidated  Edison  Co.  of  N.Y. 

1483.6 

0 

6265.4 

6 

1 1 7.3 

1  7 

658.5 

9 

7.9 

6  8 

12.3 

1 1 

2  66 

rvo  Power  &  Light 

232.6 

12 

9706 

12 

13.6 

-12 

1  1  1  1 

13 

5.9 

7.4 

1 1.7 

12 

1  76 

Energy 

235  9 

3 

673.8 

33 

35.4 

37 

103.1 

18 

15.0 

1  1.3 

16.2 

9 

1  67 

1  CUI3UII 

868  9 

-2 

3555.2 

0 

130.7 

-13 

521.9 

-11 

15  0 

17.0 

15.1 

9 

3  34 

ion  Resources 

1035.7 

1 6 

4433  9 

1 7 

102.6 

-24 

559.3 

1  8 

9  9 

15.1 

1 1 .8 

13 

3.12 

308  6 

8 

1 165.1 

13 

23  4 

-15 

147.7 

0 

7.6 

9.6 

13.9 

14 

1  42 

293  6 

4 

1 195.6 

0 

30.5 

-9 

150.6 

0 

10.4 

1 1.9 

1 1.5 

12 

2  67 

^ower 

996  9 

6 

4281  9 

8 

120.9 

-3 

626.4 

23 

12.1 

13.2 

13  3 

14 

2.80 

y 

1077.9 

7 

4485.3 

9 

50.1 

30 

514.6 

3 

4.6 

7.1 

10.0 

13 

2  62 

j  Progress 

633.5 

28 

2449.0 

17 

40.4 

1 

209.3 

9 

6.4 

8.1 

10.8 

13 

2  22 

1 262  6 

-1 

5347.3 

3 

96.4 

-14 

472.1 

8 

7.6 

8.9 

10.4 

1  5 

2.30 

at  Public  Utilities 

861  5 

3 

3596.1 

5 

37.1 

39 

324  8 

13 

4  3 

7  3 

1 1.6 

1  1 

2.65 

iian  Electric  Industries 

281  7 

0 

1 142.2 

1  1 

19.0 

5 

68  2 

0 

6  7 

6  4 

9  5 

14 

2  38 

"in  \ r»rt I  i ttrif* c 

#11  il!UU9ll  PCS 

973  9 

4 

4323.9 

6 

36  6 

12 

450  4 

19 

3.8 

3.5 

12.5 

14 

3.20 

lustries 

205.7 

10 

801.3 

18 

14.5 

21 

68.9 

37 

7.1 

6  4 

1 1.9 

12 

2.45 

383  2 

5 

1581.2 

7 

10.8 

-49 

-55.8 

NM 

2  8 

5  7 

-6.3 

NM 

-1.08 

s  City  Power  &  Light 

200.8 

2 

857  5 

7 

19.3 

4 

105  8 

23 

9  6 

9.5 

1 1.8 

13 

1  66 

Energy 

240.3 

4 

900  0 

8 

15  0 

-6 

86  8 

10 

6.2 

6.9 

11.1 

15 

2.47 

stand  Lighting 

666  0 

12 

2881.0 

10 

27.3 

-21 

296  6 

-2 

4  1 

5  8 

10.6 

1  1 

2.15 

ist  Resources 

300  4 

1 

1 158.1 

12 

13.3 

4 

83.1 

80 

4.4 

4.3 

1 1.7 

1  1 

1.47 

ma  Power 

169.0 

10 

544  9 

8 

50.1 

12 

107.2 

0 

29.7 

29.1 

1 1.3 

12 

1  98 

ngland  Electric  System 

559  7 

-1 

2234  0 

2 

65.0 

45 

201.5 

3 

1 1.6 

7.9 

12.6 

12 

2.93 

'ork  State  Electric  &  Gas 

492.8 

14 

1800.1 

6 

379 

1  1 

166.0 

10 

7.7 

7  9 

9  0 

13 

2.08 

ra  Mohawk  Power 

988.2 

3 

3933.4 

6 

31.0 

-26 

271.8 

6 

3.1 

4.3 

9.8 

1  1 

1.71 

i  Industries 

464.9 

1 

1  677  9 

6 

51.2 

0 

1  66  5 

13 

1  1.0 

11.1 

14  1 

13 

2  3  1 

sast  Utilities 

901.9 

2 

3629  1 

13 

87.9 

30 

246.0 

-19 

9.8 

7.6 

8.9 

15 

1  60 

srn  States  Power 

616.0 

8 

2404  0 

1  1 

53.7 

80 

21 1.7 

32 

8  7 

5  2 

10.8 

14 

3.02 

i  Projects 

184.9 

34 

681.1 

4  6 

15.9 

20 

43.7 

2 

8  6 

9  6 

11.7 

13 

1.15 

Idison 

588  9 

2 

2369.9 

2 

-204.0 

NM 

30  4 

-89 

NM 

1 1.5 

0.0 

NM 

0  01 

Gas  &  Electric 

2707.2 

6 

10582.4 

3 

208  4 

1 

1065.5 

-9 

7  7 

8.0 

1 1.6 

14 

2.33 

Energy 

941  8 

-4 

3988.1 

1 

138.9 

-10 

590  6 

23 

14.8 

15.7 

12.7 

1  1 

2.45 

irlvania  Power  &  Light 

695.7 

1 

2727.0 

-1 

80.7 

-1  1 

348  1 

0 

11.6 

13  3 

13  1 

12 

2.07 

:le  West  Capital 

395.2 

-2 

1718  5 

2 

24.2 

-9 

200.1 

9 

6.1 

6.6 

10.3 

1  1 

1.95 

nd  General 

268.6 

6 

946  8 

7 

35.9 

-15 

101.2 

-1 

1 3.4 

1  6.7 

1  1  9 

10 

1.88 

ac  Electric  Power 

351.8 

6 

1725.2 

8 

6.8 

-67 

241.6 

20 

1.9 

6.3 

11.5 

13 

1.95 

sources 

2800 

1 

1087  6 

1 

33.5 

10 

108.8 

5 

12.0 

1  1  1 

14.0 

14 

1.73 

Service  Co.  of  Colorado 

520.9 

3 

1998.7 

7 

52  7 

67 

157  4 

15 

10.1 

6  3 

12.6 

12 

2  43 

Service  Co.  of  New  Mexico  230.7 

5 

873.9 

3 

-98  2 

NM 

-56.7 

NM 

NM 

NM 

-9.6 

NM 

-1.52 

Service  Enterprise  Group 

1462.5 

4 

5705.6 

7 

83.3 

-18 

633.6 

18 

5.7 

72 

1  1.5 

12 

2.48 

Sound  Power  &  Light 

321.1 

13 

1 1  12.9 

9 

39.4 

-2 

138.3 

2 

12.3 

14.1 

10.3 

12 

2.00 

ster  Gas  &  Electric 

256.2 

5 

949  0 

6 

22.4 

-23 

78  6 

12 

8.7 

1 1.9 

9.8 

12 

2  00 

ego  Gas  &  Electric 

525.5 

1 1 

1980.1 

6 

56.8 

-5 

218  7 

4 

10.8 

12  6 

13.9 

13 

1  81 

302.5 

8 

1264.2 

1  1 

33.1 

15 

174.2 

40 

10.9 

10.2 

12.7 

12 

3.72 

P 

1844  5 

-5 

7821.1 

-2 

147.8 

-9 

679.8 

-13 

8  0 

8  4 

10.7 

13 

1.43 

srn 

1945.0 

4 

8480  1 

5 

155.8 

-6 

1095.2 

4 

8.0 

8.9 

13.0 

13 

3.14 

western  Public  Service  (4) 

203  1 

6 

820  6 

8 

26.0 

8 

107.1 

5 

12.8 

12.6 

14.7 

12 

2.48 

nergy 

322  3 

9 

1283.9 

9 

36.3 

2 

153.8 

1 

1 1.3 

12.0 

14.8 

16 

1.30 

Electric 

41 1.5 

-4 

2066.0 

3 

4  8 

-87 

297  2 

2 

1.2 

8.7 

12.5 

13 

2.77 

>rp  United 

431.3 

7 

1571.7 

21 

33  3 

30 

86  4 

63 

7.7 

6.3 

9.5 

16 

1.95 

ngton  Water  Power 

177.2 

9 

640.6 

15 

23.6 

2 

82.8 

15 

13.3 

14.1 

12.0 

12 

1.44 

rn  Resources 

510.3 

1  1 

1909.4 

23 

35.0 

-1 1 

177.4 

39 

6  9 

8.5 

1  1.6 

12 

2.76 

c  errxnen^  a  r.r->  Footnotes  on  page  1 1 1 
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COMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

4TH 

HANGf 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS  [ 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

SMIL 

% 

% 

% 

12-31 

2-1 1 

Wheelabrator  Technologies 

332.8 

-21 

1142.2 

-23 

44.2 

19 

163.1 

-8 

13  3 

8  8 

13.1 

23 

Wisconsin  Energy 

431.7 

4 

1643.7 

6 

55  4 

13 

193.6 

10 

12.8 

1  1 .8 

1 1.7 

14  I 

Wisconsin  Public  Service 

177.6 

3 

680.6 

7 

12  9 

-33 

62.2 

7 

7  3 

1  1  1 

13.7 

\l  1 

WPL  Holdings 

216.3 

17 

773.1 

15 

23.3 

12 

66.3 

7 

10.8 

11.2 

10.9 

14 

(b)GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

13142.4 

-1 

47197.8 

9 

590,6 

-17 

2174.8 

24 

4.S 

5.3 

10.0 

18 

Arkla 

868  0 

— 6 

2949  6 

g 

-4  2 

NM 

39  9 

54 1 

NM 

0.9 

5  4 

■ 

Associoted  Noturol  Gos  (3) 

425  2 

1  7 

1 526  2 

44 

5  2 

-1 6 

1 9  4 

33 

1.2 

1.7 

9  8 

24 

Atlanta  Gas  Light  (3) 

361.9 

8 

1 158.1 

1  3 

26  3 

19 

61 .7 

10 

7.3 

6.6 

1 1.6 

16 

Brooklyn  Union  Gas  (3) 

371.5 

7 

1229  7 

10 

42  2 

4 

78.2 

23 

1 1.4 

1 1.6 

10  3 

15 

Columbia  Oqs  System 

1010  2 

Q 

3391  2 

1 6 

69  4 

_2 1 

1 52  2 

67 

6.9 

9.4 

1 3  1 

Eastern  Enterprises 

275  8 

_2 

1 099  8 

] 

-37  5 

-32  2 

NM 

l  5 

— 6  4 

El  Paso  Natural  Gas 

232.3 

4 

908  9 

13 

218 

3  1 

91.7 

20 

9  4 

7.5 

13.0 

16  1 

Enron 

2582.4 

-3 

1 0096  5 

7 

104  1 

5 

332  5 

1 

4.0 

3.7 

4.1 

25 

c  u 

542  2 

_2 

1 902  1 

]  | 

NM 

-14  7 

~  NM 

NM 

NM 

_3  g 

NM 

1 67  2 

5 

511  1 

1 8 

1 1  9 

1  2 

23  6 

20 

7.1 

8  4 

1 2  4 

1 6 

MCN 

444  8 

-1 

1469.6 

2 

28  2 

102 

73.5 

27 

63 

3  1 

16.1 

15 

National  Fuel  Gas  (3) 

310  1 

5 

1036.3 

10 

27  8 

7 

77.1 

30 

9.0 

8.8 

10.5 

15 

... 

NlCOr 

537  7 

j 

1  A7T  0 

i  0/  o.y 

0 

37  1 

1  9 

1  09  4 

1 5 

6.9 

5.5 

1 5  5 

1 4 

uneoK  (4) 

1 77  2 

1  ] 

806  9 

1  8 

7  8 

30 

40  2 

2  2 

4  A 

3.8 

1 0  9 

1 3 

Pacific  Enterprises 

825.0 

-6 

2899.0 

o 

50.0 

32 

191.0 

34 

6.1 

4.3 

16.6 

1 1 

Panhandle  Eastern 

487.0 

-30 

2120.9 

-10 

18.6 

-57 

148.1 

-21 

3.8 

6.2 

8  9 

19 

Peoples  energy  (j) 

379  3 

] 

1 262  1 

1 2 

39  1 

25 

8 1  9 

1  4 

10.3 

8.3 

1 2  9 

1 3 

Ouestar 

1 83  0 

660  4 

j  2 

25  3 

!  4 

83  7 

]  <> 

13.8 

16.7 

1 4  3 

1 5 

Sonat 

563  2 

20 

1  74  1  1 

1  7 

50  0 

22 

265  1 

1 63 

8  9 

8.7 

1 9  9 

1 0 

Transco  Energy 

787.4 

0 

2921  9 

9 

23  3 

NM 

35  4 

NM 

NM 

2  4 

-14.3 

NM 

UGI  (3) 

210.5 

-5 

720.1 

2 

16  4 

2 

31.3 

-13 

7.8 

7  3 

6.9 

25 

Washington  Gas  Light  (3) 

271.2 

-1 

892.4 

13 

30.3 

8 

57.4 

4 

112 

10.2 

1  1.7 

15 

Western  Gas  Resources 

291.7** 

46 

932.3 

55 

9.8 

-26 

38.1 

-4 

3.4 

6  6 

10.5 

27 

Wicor 

233  8 

4 

849  5 

]  4 

13.4 

3 

29.3 

29 

5.7 

5.8 

1  1.4 

17 

Williams 

603.7 

-21 

2438.2 

1 

52.1 

-19 

231.8 

81 

8  6 

8  4 

13.9 

12 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PIOc 

Abbott  Laboratories  1 2d 
Adio  Services  21e 
Advanced  Micro  9d 
ADVO  21d 

Aetna  Life  &  Casualty  1Tb 
AFLAC  17b 
AGCOISc 
Ahmanson(H  F  )  17c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23a 
Alberto-Culver  6d 
Albertson's  lOc 
Alco  Standard  5 
AJcoa  16a 

Alexander  &  Baldwin  23d 

Alex  Brown  17o 

Allegheny  Ludlum  16b 

Allegheny  Power  24a 

Allergan  12b 

Alliant  Techsystems  15a 

AlliedStgnal  5 

Allstate  17b 

Alltel  22b 

Alumax  16a 

Amdahl  18b 

Arneroda  Hess  11a 

America  West  23a 

*V  erii  m Banker  .  trrt.  i-  1  7b 
Arnencan  Brands  6e 
American  Building  21e 
American  Cyanamid  4 
American  Electric  24a 
Arnencan  Express  17a 
Arnencan  General  17b 


Arnencan  Greetings  14d 
American  Home  12b 
American  Medical  12c 
American  President  23d 
American  Re  17b 
American  Stores  lOc 
Arnencan  Water  Works  24a 
Ameritech  22b 
Ametek  9t 
Amgen  12b 
Amoco  11a 
AMP9d 
AMR  23a 

AmSouth  BarKonporation  3c 
Analog  Devices  9d 
Anheuser-Busch  6c 
Anthem  Electronics  21b 
Aon  17b 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Arco  Chemical  4 
Arkansas  Best  23d 
Arkla24b 
Armco  16b 
Armstrong  World  6b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  11a 
Associated  Natural  Gas  24b 
AST  Research  18b 
AT&T  22a 
AT&T  Capital  17a 
Atlanta  Gas  Light  24b 
Atlantic  Energy  24a 
Atlantic  Richfield  11a 
Automatic  Data  18c 
AutoZone  8 


Avery  Dennison  15a 

Avioll  23c 

Avon  Products  6d 

B 


Baker  (J  )  8 
Baker  Hughes  lib 
Ball  7a 

Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bandag  2c 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BonkAmerica  3d 
Bankers  Trust  3a 
BanPonce  3c 
Banta  21d 
BordfC  R  )12d 
Barnes  &  Noble  8 
Bamett  Banks  3c 
Bausch&Lornb12d 
Baxter  International  12d 
Bear  Steams  17a 
Bearings  21b 
Beckman  Instruments  9c 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
BellSouth  22b 

f.emr.,  7b 
Beneficial  17a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Berz  Laboratories  4 
Beverly  Enterpnses  12c 
Blockbuster  Ent  14b 
Blount  15b 

Boatmen's  Bancshares  3b 


Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 

Borg- Warner  Automotive  2b 
Borg-Wamer  Secunty  21e 
Boston  Edison  24a 
Bowater  19b 
bmdlee%8 
Briggs  &  Stratton  15c 
Brinker  International  14a 
Bnstol-Myers  Squibb  12b 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferris  21c 
Bruno's  lOc 
Brunswick  14d 
Burlington  Coat  Factory  8 
Burlington  Industries  15d 
Burlington  Northern  23b 
Buriington  Resources  11a 

c 


Cabot  4 

Caesars  World  14c 
Caldor  8 

California  Federal  Bank  17c 
Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Capital  Holding  17b 
Capstead  Mortgage  13b 
Cardinal  Distribution  12a 
Caremark  Intl  12c 
Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carter  Hawley  Hale  8 


Carter- Wallace  12b 
Casey'sGeneral  lOc 
Caterpillar  15c 
CBS  20a 

Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Central  Maine  Power  24a 
Ceridian  18c 
Champion  Intl  19b 
Charming  Shoppes  8 
Charter  Medical  12c 
Chase  Manhattan  3a 
Chemical  Banking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  11a 

Chcogo&  North  Western  23b 
Chrysler  2a 

Chubb  17b 

Cigna  17b 

Gnannati  Bell  22b 
Cincinnati  G&E  24a 
Cincinnati  Milacron  15b 
Cipsco  24a 
Circuit  City  Stores  6b 
Grcus  Circus  14< 
Cisco  Systems  18c 
Citicorp  3a 
Clark  Equipment  15c 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coastal  11a 
Coco-Cola  6c 
Coco-Cola  Enterprises  6c 
Colgate-Palmolive  6d 
Coltec  Industries  5 


Columbia  Gas  24b 
Comdisco  18c 
Comerica  3b 
Commercial  Metals  16b 
Commonwealth  Ed  24a 
Conrnonweakh  Egy  Sys.  24a 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 
Computer  Associates  18c 
Computer  Sciences  18c 
Computervision  18< 
ConAgra  lOb 
Cone  Mills  15d 
Conner  Peripherals  18b 
Conrail  23b 
Consolidated  Edison  24a 
Cons  Freightways  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Corp  17b 
Continental  Bank  3b 
Continental  Medical  12c 
Cooper  Industnes  9a 
Cooper  Tire  &  Rubber  2c 
CoreStates  Financial  3a 
Coming  15a 
Countrywide  Credit  17a 
CPC  International  lOb 
Crane  15a 
Cray  Research  18b 
Crestar  Financial  3c 
Crown  Cork  &  Seal  7a 
CSX  23b 

CUC  International  18a 
Cummins  Engine  2b 
Curtice-Bums  Food  lOb 
Cyprus  Amax  Minerals  16c 


Dana  2b 
DanaherlSb 
Dart  Group  5 
Data  General  18b 
Dayton  Hudson  6 
Dean  Foods  lOb 
Dean  Witter,  Discover  17o 
Deere  15c 
Delchamps  lOc 
Dell  Computer  18b 
Delmarva  Power  &  Light  24a 
Delta  Air  Lines  23a 
Deluxe  18a 
Destec  Energy  24a 
Detroit  Diesel  15< 
Detroit  Edison  24a 
Dexter  4 
Dial  5 

Diamond  Shamrock  11a 
Dibrell  Brothers  6e 
Diebold  18a 
Digital  Equipment  18b 
Dillard  8 

Disney  (Walt)  14b 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley  (R.R)21d 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20b 
DPL24a 
DOE  24a 

Dr  Pepper/ Seven-Up  6c 
Dresser  Industnes  lib 
Drug  Emporium  12a 


E  Systems  9b 
Eagle  Food  Ce 
Eagle-Picher  In 
Eastern  Enterpi 
Eastman  Chem 
Eastman  Koda 
Eaton  2b 

Echlin  2b 

Eckerd12a 

Edison  Brother. 
Edwards  (A  G 
EG&G  21a 
Egghead  18a 
El  Paso  Natura 
Electronic  Data 
EMC  18b 
Emerson  Eledr 
Engelhard  4 
Enron  24b 
Enserch  24b  | 
Entergy  24a 
Equifax  17a 
Equitable  17b 
Ethyl  4 
Exide  15a 
Exxon  11a 
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CORPORATE  SCO 


I IABETICAL  LIST  OF  COMPANIES 

H  .r  following  each  company  name  identifies  the  Scoreboard  category  under  which  i,  is  listed 


f.  7a 


oan  17a 
wdTb 
'12b 

t  Stores  8 

il12c 
r>15d 
i  3b 
it  8 


Grumman  1 
GTE  22b 

[  Gtech  Holdings  18c 


I  17a 

n.3b 


■3o 

Mgmt.  17a 
icorp  3d 
□  Bank  3b 


c21b 

>up  3a 
14d 

s  24a 
slOb 


19b 

ealth  12c 

la 
la 

jrces  17a 
toRon  4 
>RanC&G16c 
iral  17b 
I 


Halliburton  lib 
Handleman  21e 
Handy  &  Hamian  16c 
Hanna(M  A.)  4 
Hannoford  Brothers  10c 
Harcourt  General  5 
Harley-Davidson  14d 
Harman  Internafional  14d 
Hamischfeger  15c 
Harns  9b 
Harsco  15a 
Hartmarx  6a 
Hasbro  14d 
Hawaiian  Electric  24a 
Healthfrusl  12c 
Hechinger  8 
Heilig-Meyers  6b 
Heinz  (H.J  )  10b 
Helene  Curtis  .ndustries  6d 
Hercules  4 
Hershey  Fooa>  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hillhaven  12c 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
HON  Industries  18a 
Honeywell  9c 
Hook-SupeRx  12a 
Horace  Mann  17b 
Hormel  Foods  10b 
Household  Intl.  17a 
Houston  Industries  24a 
Hubbell  oa 
Hudson  Foods  10b 
Hughes  Supply  21b 
Hunt  (J.B.|  23d 
Huntington  Bancshares  3b 


Kaiser  Aluminum  16a 
Kaman  21b 

KtnsmQyPower&ught24a 
Kansas  City  Southern  23b 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kendall  M  12d 
Kennametal  15b 
Kerr-McGee  11a 
KeyCorp  3a 
Kimball  Intl.  6b 
Kimberly-Clark  19b 
King  WoHd  14b 
Kmart  8 

Knight-Ridder  20b 
Kohl's  8 
Kroger  lOc 


I 


ainer  7b 

imics  1 
ricS 
rment  9b 
10b 
>rs2a 
cuts  24a 

7b 

3115c 
4 

ic  19a 
*10b 

m  21b 

k 

14a 

ral  Bank  17c 
ectronics  9b 
17c 
t 

14 

&  Rubber  2c 
I 

*<|21b 

emical  4 
17c 


IBM  18b 
IBP  lOb 

IES  Industries  24a 
Illinois  Power  24a 
Illinois  Tool  Works  15a 
IMC  Fertilizer  4 
Imcera  Group  12d 
Imperial  Holly  10b 
InaCom  21e 
Ingersoll-Rand  15c 
Ingles  Markets  lOc 
Inland  Steel  16b 
Integra  Financial  3a 
Intel  9d 
Intelligent  Electronics  I8a 
Interco  6b 
Intergraph  18b 
Interiake  15c 
International  Flavors  4 
Intl.  Multifoods  10b 
International  Paper  19b 
Interstate  Bakeries  10b 

ins 


Jacobs  Engineering  21a 
James  River  19b 
Jamesway  8 
Jefferson-Pilot  17b 
John  Alden  Finl  17b 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jostens  15a 


Lo-Z-Boy  Chair  6b 
Laclede  Gas  24b 
Lofarge  13a 
Lancaster  Colony  lOb 
Lands'  End  8 
Landstar  System  23d 
Lennar  13b 
Levitz  Furniture  6b 
LG&E  Energy  24a 
Utty  {Eli)  12b 
Limited  8 

Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loews  17a 

Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 
Louisiana  Land  11a 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 

Lukens  16b 
Lyondell4 

JM 


Macy  (R  H.)  8 
Magma  Copper  16c 
MagneTek  9a 
Manor  Care  12c 
Manville  19b 
Mapco  11a 

Manon  Merrell  Dow  12b 
Mark  IV  Industries  15a 
Marriott  Inri  14a 
Marsh  &  McLennan  17a 
Marsh  Supermarkets  lOc 
Marshall  Industries  21b 
Martin  Marietta  1 
Mo  sco  6b 
Mattel  14d 
Maxtor  18b 
Maxus  Energy  11a 
Maxxam  16a 

May  Department  Stores  8 

Maytag  6b 

McCormick  10b 

McDermott  Inri  21a 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MCN24b 

M.D.C  Holdings  13b 


Mead  19b 

Medtronic  12d 
Mellon  Bank  3a 
Melville  8 

Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
Michigan  National  3b 
Micron  Technology  9d 
Microsoft  18c 
Midlantic  3a 
Midwest  Resources  24a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mitchell  Energy  11a 
Mobil  11a 
Modine  Mfg  2b 
Molex  9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J  P.)  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 
Murphy  Oil  11a 
Musidand  Stores  14d 


Old  Republic  Inri  17b 

Olin4 

Olsten  21e 

 t  24b 

Oracle  Systems  18c 
OrNda  HealthCorp  12c 
Oryx  Energy  11a 
Oshkosh  Truck  2a 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Coming  13a 
|  Owens-Illinois  7a 
Oxford  Industries  6a 


N 


Nalco  Chemical  4 
National  City  3b 
National  Fuel  Gas  24b 
National  Health  Labs  12c 
National  Intergroup  5 
National  Medical  12c 
National  Semicond.  9d 
National  Service  9o 
Notional  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 

Neiman  Marcus  Group  8 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
NovaCare  12c 
Novell  18c 
NVR 13b 
NWNL  17b 
Nynex  22b 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telecom  22a 
Pacific  Telesis  Group  22b 
PacifiCare  Health  12c 
PaineWebber  Group  17a 
Pamida  Holdings  8 
Panhandle  Eastern  24b 
Paramount  Communs  14b 
Parker  Hannifin  15a 
PECO  Energy  24a 
Penn  Central  17b 
Penn  Traffic  lOc 
Penney  (J  C.)  8 
Pennsylvania  Power  24a 
Pennzoil  11a 
Pentoir  15c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perrigo  12b 
Perry  Drug  Stores  12a 
Pet  10b 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 

PHH  21e 

Philip  Moms  6e 
Phillips  Petroleum  11a 
Phillips-Van  Heusen  6a 
Physician  Corp  12c 
Pier  1  Imports  6b 
Pilgrim's  Pnde  10b 
Pinnacle  West  24a 
Pitney  Bowes  18a 
Pittston  Services  23c 
PNC  Bonk  3a 
Polaroid  14d 
Portland  General  24a 
Potfatch  19b 
Potomac  EleciYic  24a 
PPG  Industries  13a 
Praxair  4 
Premark  Inri  5 
Premier  Industrial  21b 
Price/Costco  8 
Procters  Gamble  6d 
Progressive  17b 
Promus  14c 
Provident  Life  17b 
PSI  Resources  24a 
PS  Co  of  Colorado  24a 
PS  Co  of  New  Mexico  24a 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Ralston  Purina  Group  10b 
Raychem  9a 
Raytheon  9b 
Reader's  Digest  20b 
Reebok  International  6a 
Reliance  Electric  9a 
Republic  New  York  3a 
RevcoD  S  12a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  Inri  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohrl 

Rose's  Stores  8 

Ross  Stores  8 

RPM  13a 

Rubbermaid  15a 
Ruddick  lOc 
Russell  6a 
Rust  Inri  21c 
Ryder  System  23c 
Rykoff-Sexton  10a 
Ryland  Group  13b 


Occidental  Pet  11a 
Office  Depot  21b 
Ogden  5 

Ogden  Projects  24a 
Ohio  Casualty  17b 
Ohio  Edison  24a 
Old  Kent  Financial  3b 


SCOREBOARD 


Quaker  Oats  10b 
Quaker  State  11a 
Quality  Food  Centers  10c 
|  Quantum  18b 
Que  star  24b 
QVC  Network  8 


Safeco  17b 

Safety-Kleen  21e 
Safeway  lOc 
Sallie  Mae  17a 
Salomon  17a 
San  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Sara  Lee  10b 
Savannah  Foods  10b 
Scano  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  lib 
Scholastic  20b 
Schulman(A.)4 
Schwab  (ChaHes)  17a 
SCI  Systems  9d 
Scientific-Atlanta  22a 
Scott  Paper  19b 
ScrippsfE.W.)  20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Service  Corp  InH.  21e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Shawmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smort&  Final  10a 
Smith  (AO)  2b 
Smith's  Food  &  Drug  lOc 
Smithfield  Foods  10b 
Snap-on  Tools  15b 
Society  3b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  New  Eng  Tel.  22b 
Southern  Pacific  Rail  23b 
South  Trust  3c 
Southwest  Airlines  23a 
Southwestern  Bell  22b 


Southwestern  PS  24a 
Springs  Industries  15d 
Sprint  22a 
St.  Paul  17b 
Standard  Commercial  6e 
Standard  Federal  Bank  17c 
Standard  Products  2b 
Standard  Register  18a 
Stanley  Works  15b 
Staples  21b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Stop  &  Shop  10c 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Sun  11a 

Sun  Microsystems  18b 
Sun  America  17a 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Super  Rite  10a 
Supermarkets  Gen.  10c 
Supervalu  10a 
SynOptics  Communs  18c 
Syntex  12b 
Sysco  lOa 


Union  Bank  3d 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  11a 
Unisys  18b 

United  HealthCare  12c 
United  Stationers  21b 
United  Technologies  1 
Unitrin  17b 
Univor  21b 
Universal  6e 
Universal  Foods  lOb 
Unocal  11a 
UNUM  17b 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USF&G17b 
UST6e 

USX-Marathon  11a 
USX-U  S.  Steel  16b 
UtiliCorp  United  24a 

V 


Footnotes  on  page  1  1 1 


Tandem  Computers  18b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Teleflex  1 
Telephone  &  Data  Sys  22a 
Temple-Inland  7b 
Tenneco  5 
Terra  Inds  4 
Tesoro  Petroleum  11a 
Texaco  11a 
Texas  Industries  13a 
Texas  Instruments  9d 
Textron  5 
Thiokol  1 

Thomas  &  Betts  9a 
Thorn  Apple  Valley  10b 
3Com  18b 
3M15a 

Time  Warner  20b 
Times  Mirror  20b 
TimkenlSc 
TJX  8 

TNT  Freightways  23d 

Torch  mark  17b 

Tosco  11a 

Toys  'R'  Us  8 

Tronsamerica  17a 

Transco  Energy  24b 

Travelers  17a 
Triarc  5 
Tribune  20b 
Trinity  Industries  23c 
Trinova  15a 
TRW  5 
Tyco  Inri  15c 
Tyco  Toys  14d 
Tyson  Foods  10b 


Valero  Energy  11a 
Volhi  5 
Valspar  13a 
Value  Gty  8 
Varian  Associates  9b 
Varity  15c 
Venture  Stores  8 
VF6a 

Vishoy  Intertechnology  9d 
Volt  Info  Sciences  21e 
Vulcon  Materials  13a 

w 


U  S  Bancorp  3d 
U  S.  Healthcare  12c 
U.S.  Home  13b 
U  S  Shoe  8 
UAL  23a 
UGI24b 
UJB  Financial  3a 
Ultramar  11a 
Unifi  15d 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18b 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20b 
WashhgJonWaterPower24a 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wells  Fargo  3d 
Western  Digital  18b 
Western  Gas  Resources  24b 
Western  Publishing  20b 
Western  Resources  24a 
Westinghouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19a 
Wheelabrator  Techs  24a 
Wheeling-Pittsburgh  16b 
Whirlpool  6b 
Whitman  5 
Wicor24b 

Willamette  Industnes  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24a 
Wisconsin  Public  Servree  24a 
Wilco4 
WLR  Foods  10b 
WMX  Technologies  21c 
Woolworth  8 
Worthington  Inds.  16b 
WPL  Holdings  24a 
Wrigley(Wm.)Jr.  10b 
Wyle  Laboratories  21b 

XYZ 


Xerox  18b 
Yellow  23d 
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Insurance 


GUARDING  AGAINST 

A  NURSING-HOME  NIGHTMARE 


7. 


V 




To  make  deciding!, 
tougher,  there's  the  q| 
of  whether  health  refo 
make  it  largely  irrele\j 
will  probably  take  a 
two  to  find  out,  b 
chance  that  reform  wil 
in  a  significant  level  o 
care  for  most  Ameri 
not  high. 

TRANSFER  CREDIT.  In  ar 

insurers  are  designing 
that  take  reform  into  a 
UNUM  Life  Insurance  i 
land,  Me.,  just  announc 
if  a  long-term-care  pi 
viding  home  care  is 
into  law  by  July,  199 
cyholders  who  bough 
Jan.  1,  1994,  can  can 
home-care  portion  and 
premium  credit  appliei 
ture  nursing-home  co 
John  Hancock  is  seekir 


o  one  (except  insur- 
ance agents)  likes  to 
think  about  the  pos- 
sibility that,  without  insur- 
ance, a  long  illness  could  eat 
up  hard-earned  assets.  But  as 
any  purveyor  of  long-term- 
care  coverage  will  tell  you,  it 
happens.  As  the  tens  of  mil- 
lions of  baby  boomers  age, 
and  as  life  expectancy  rises, 
insurers  are  busy  rolling  out 
new  and,  they  say,  improved 
long-term-care  policies.  While 
such  oft-criticized  products  are 
getting  somewhat  better,  the 
policies  still  merit  a  long  look 
before  you  grab  your  check- 
book. 

In  the  past,  the  policies 
have  been  slammed  for  their 
narrow  definitions  of  what 
type  of  care  qualified  and  for 
their  rigid  guidelines  on  what 


triggered  coverage.  Newer 
policies  broaden  the  scope  of 
coverage  to  include  such 
things  as  adult  day  care,  have 
more  triggers  for  the  insur- 
ance to  kick  in,  and  offer 
more  options,  such  as  infla- 
tion protection.  "We're  seeing 
contracts  plump  up,"  says  Rae 
Lee  Olson,  an  agent  at  Vita 
Insurance  Associates  in  Moun- 
tain View,  Calif.  "They're  bet- 
ter for  the  dollar."  Coverage 
has  become  less  expensive  in 
recent  years,  but  it  remains 
costly:  A  65-year-old  couple 
could  pay  annual  premiums  of 
$1,800  apiece  for  lifetime  care, 
says  Ralph  Solomon,  of  Ralph 
Solomon  &  John  Bardes  Or- 
ganization, a  Boca  Raton  (Fla.) 
insurance  agency. 

Such  high  costs  make  it  im- 
perative that  consumers  do 


thorough  research  before 
plunking  down  any  cash.  The 
best  candidates  for  such  poli- 
cies are  people  from  55  to  75 
years  old  with  assets,  exclud- 
ing homes,  of  $500,000  to  $2.5 
million.  If  premiums  are  more 
than  3%  to  4%  of  income,  it 
might  create  too  much  of  a 
financial  strain— unless  the 
children  want  to  pay  for  it. 
"We're  finding  more  and  more 
that  children  are  buying  poli- 
cies for  their  parents  and  pay- 
ing half  or  splitting  it  with 
siblings,"  says  Solomon.  That's 
fine  as  long  as  their  support 
won't  wane.  When  deciding 
how  much  coverage  to  buy, 
factor  in  how  many  helpful 
relatives  live  nearby  and 
whether  disabling  illnesses 
such  as  strokes  or  Alzheimer's 
disease  run  in  the  family. 
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WHAT  TO  LOOK  FOR  IN  COVERAGE 


►  A  company  that  is  financially  sound — rated  in  the 
"excellent"  category  by  the  major  rating  agencies — 
and  well-established  in  this  insurance  specialty. 

►  A  policy  that  covers  a  wide  range  of  care  levels,  in- 
cluding skilled,  intermediate,  and  custodial. 

►  Broad  benefits  that  include  payment  for  adult  day 
care  centers  and  assisted  living  facilities  or  residences. 

►  A  policy  that  doesn't  require  a  person  to  be 
hospitalized  prior  to  entering  a  nursing  home.  That 
could  limit  coverage  for  Parkinson's  or  Alzhei  mers 
disease,  which  may  not  necessitate  hospitalization. 

►  A  cost-of-living  clause  that  would  adjust  benefits  to 
inflation.  Companies  should  offer  a  variety  of  formulas 
to  choose  from,  using  simple  or  compound  inflation  or 
pegging  the  increase  to  the  consumer  price  index. 

DATA:  BUSINESSWEEK 


buying  80%  to  100%  of  cur- 
rent nursing-home  costs  in 
your  area.  Keep  in  mind  that 
the  average  long  stay  in  a 
nursing  home  is  just  over  two 
years.  The  average  cost  of  a 
year  in  a  nursing  home,  na- 
tionwide, is  about  $40,000 
($110  a  day),  but  in  cities  such 
as  New  York  it  can  reach 
$70,000. 

Coverage  periods  range 
from  one  year  to  life.  Many 
buyers  choose  policies  that  of- 
fer three  years  of  coverage. 
Lifetime  policies  are  costly, 
adding  as  much  as  40%  to  the 
premium  for  a  65-year-old. 
Buyers  must  also  decide  how 
long  they  could  shoulder-  the 


cost  of  care  themselves.  The 
longer  the  so-called  "elimina- 
tion period,"  the  lower  the 
premium.  Some  companies  of- 
fer coverage  from  the  first 
day  someone  needs  home  care 
or  the  first  day  of  a  stay  in  a 
nursing  home.  Most  consu- 
mers opt  for  the  100-day  elim- 
ination period,  though  there 
are  other  options,  including 
20,  30,  and  90  days.  John 
Hancock  may  come  out  with  a 
policy  that  kicks  in  after  buy- 
ers pay  one  year  of  costs. 

Various  options  jack  the 
tab  up  further.  One  of  the 
most  expensive  is  the  infla- 
tion rider,  which  increases  the 
benefit  level  as  the  cost  of  liv- 


WHERE  TO  TURN  FOR  INFORMATION 


►  BEAT  THE  NURSING  HOME  TRAP:  A  Consumer's  Guide  to 
Choosing  &  Financing  Long-Term  Care  ($18.95; 
NOLO  Press;  800  992-6656). 

►  THE  NATIONAL  ASSN.  OF  INSURANCE  COMMISSIONERS:  A 

Shoppers  Guide  to  Long-Term  Care  Insurance.  Write 
to:  Publications,  NAIC,  1 20  West  1 2th  St.,  Suite  1 1 00, 
Kansas  City,  MO  641 05 

►  NAT'L  ASSN.  OF  LIFE  UNDERWRITERS:  Has  provider  survey. 
Send  self-addressed  envelope  with  75<t  postage  to 
NALU,  PR-BW,  1922  F  St.,  Washington,  DC  20006 

►  UNITED  SENIORS  HEALTH  COOPERATIVE:  Long  Term  Care, 
A  Dollar  and  Sense  Guide.  Send  $1 0  to  LTC  Guide, 
1331  H  St.  NW,  Suite  500,  Washington,  DC  20005 

DATA:  BUSINESS  WEEK 


ing  rises;  it  can  be  as  much 
as  40%  of  the  premium.  An 
inflation  rate  of  5%  is  com- 
mon, and  consumers  can  of- 
ten choose  how  they  would 
like  inflation  to  be  calculated. 
Ten  years  into  a  policy,  one 
option— a  5%  "simple"  rate  of 
inflation— would  have  raised  a 
$100  daily  benefit  to  $150  a 
day.  A  compound-inflation  op- 
tion would  raise  the  daily 
amount  to  $163  during  the 
same  period  by  taking  previ- 
ous years'  increases  into  ac- 
count when  factoring  for  infla- 
tion. Companies  may  also 
offer  an  inflation  adjustment 
that's  pegged  to  the  consu- 
mer price  index. 
A  WAY  OUT.  A  newer,  hotly 
debated  option  is  the  "nonfor- 
feiture benefit."  This  would 
allow  buyers  to  recoup  some 
of  their  premiums  if,  after  a 
certain  period  of  time,  they 
cancel  their  policy.  The  Na- 
tional Association  of  Insurance 
Commissioners  (NAIC)  is  sug- 
gesting that  such  a  benefit  be 
mandatory.  Insurers  object, 
saying  it  would  greatly  hike 
policy  costs.  AMEX  Life  Assur- 
ance says  its  nonforfeiture 
benefit  adds  20%  to  25%  to  a 
policy's  cost.  The  NAIC's  richer 
proposal  would  make  a  policy 
40%  to  55%  more  costly  for  a 
60-year-old,  estimates  Ron 
Hagen,  AMEX's  vice-president 
for  product  development. 

Of  course,  the  costs  are 
substantial  already.  With  a 
John  Hancock  policy,  a 
healthy  60-year-old  would  pay 
$933  a  year  for  a  $100  a  day 
benefit  for  three  years  of 
nursing-home  care  and  a  $50 
a  day  benefit  for  three  years 
of  home  care.  The  benefits 
would  kick  in  after  100  days, 
with  5%  simple  inflation  fac- 
tored in.  The  same  coverage 
would  cost  $1,991  a  year  if 
purchased  at  age  70;  $693  at 
age  55.  Inflation  protection 
adds  to  the  premium:  with- 
out it,  the  55-year-old  would 
pay  $467  a  year. 

Confronting  the  idea  that 
you  or  your  spouse  may  need 
long-term  care  isn't  pleasant. 
But  careful  planning  can  less- 
en the  fear  and  uncertainty. 
For  those  who  can  afford  it, 
that's  a  pretty  good  benefit 
in  itself.       Suzanne  Woolley 
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Smart  Money 

A  LONGER-TERM  OPTION 
IN  OPTIONS 


Investors  who  dabble  in  eq- 
uity options  may  find 
they're  right  about  where  a 
stock's  going  but  wrong 
about  when.  Conventional  op- 
tions last  a  few  months— not 
much  time  for  a  big  move. 
But  more  investors  who  want 
extra  breathing  room  are 
buying  Long-term  Equity  An- 
ticipation Securities  (LEAPS). 
Since  their  debut  in  1990, 
leaps  have  become  the  hot- 
test options  product.  The  five 
U.  S.  options  exchanges  offer 
LEAPS  on  150  stocks,  with 
more  on  the  way.  They're 
also  launching  leaps  on  eve- 
ry major  index,  including  the 
Standard  &  Poor's  100. 

Like  all  options,  LEAPS  can 
be  used  for  gung  ho  specu- 


A  LOOK  AT  SOME  LEAPS 


LEAPS' 

Strike 
price 

Call 

premium 

Put 

premium 

Stock  price 
(Feb.  18, 1994) 

AT&T 

$55 

31/, 

414 

53% 

MERCK 

30 

5K 

2 

32% 

PHILIP 
MORRIS 

60 

3J/« 

b'/, 

57'A 

'Expires  Jon 

20, 1995 

DATA  C0WEN  8  CO 

lating  as  well  as  for  protect- 
ing profitable  positions.  And 
their  longer  lives— up  to  2!4 
years— help  avoid  the  com- 
mon mistake  of  choosing  an 
option  that  expires  too  soon. 
MORE  BANG.  In  the  most 
popular  strategy,  you  pur- 
chase a  long-term  call  option. 
That's  bullish,  since  calls  con- 
fer the  right  to  buy  stock  at 
a  set  price  and  time  in  the 
future.  Buying  the  call  rather 
than  shares  provides  more 
bang  for  the  buck— and  more 
risk  of  losing  the  investment. 

For  example,  a  leaps  in- 
vestor would  have  paid  $900 
six  months  ago  for  the  right 
to  buy  100  shares  of  Compaq 
Computer  at  $55  per  share 
in  January,  1995.  At  the 
time,  Compaq  was  selling  for 
$48.50,  so  100  shares  would 


have  cost  $4,850.  By  mid- 
February,  Compaq  was  trad- 
ing at  $92.50,  nearly  doubling 
the  stockholder's  money.  The 
leaps  call,  meantime,  had 
soared  to  $4,000,  for  a  better 
than  fourfold  return.  But  had 
the  stock  plunged,  the  stock- 
holder would  have  retained 
some  value  in  the  shares, 
while  the  LEAPS  investor 
would  have  lost  all  $900. 
gotcha  covered.  In  another 
strategy,  an  investor  who  al- 
ready owns  a  stock  sells 
LEAPS  call  options  on  it.  By 
pocketing  the  price,  or  pre- 
mium, which  tends  to  be 
higher  for  LEAPS  than  con- 
ventional options,  the  investor 
can  still  make  money  even  if 
the  stock  remains  steady  or 
declines  a  bit. 
But  if  the  stock 
takes  off,  writing 
covered  calls,  as 
that  technique  is 
known,  puts  a 
limit  on  profits. 

For  those  who 
think  a  stock 
price  is  heading 
down,  selling  the 
call  without  own- 
ing the  stock  may  be  tempt- 
ing. Writing  uncovered  calls 
takes  maximum  advantage  of 
leverage  and  could  provide  an 
immense  return  if  the  stock 
collapses.  But  if  the  price 
soars,  disaster  strikes.  Bears 
would  do  better  to  buy  leaps 
puts,  says  Harrison  Roth,  sen- 
ior options  strategist  at  Cow- 
en  &  Co.  Should  the  stock 
rise,  investors  can't  lose  more 
than  they  pay  for  the  puts, 
which  confer  the  right  to  sell 
the  stock  at  a  certain  price. 

Steeper  premiums  mean  a 
one-year  LEAPS  costs  about 
twice  as  much  as  a  three- 
month  option.  And  LEAPS 
aren't  available  on  many  at- 
tractive stocks.  But  that's 
changing  as  securities  mar- 
kets continue  to  roll  them 
out.  Greg  Burns 


Autos 


HELPING  YOUR 
CLUNKER 
CLEAR  THE  AIR 


Coming  motor- vehicle  in- 
spection crackdowns  in 
many  urban  areas 
threaten  to  all  but  junk  the 
remaining  gas  beasts  of  yes- 
teryear. No  more  slipping 
through  inspection  with  a 
wink  and  a  grin.  Pending 
Clean  Air  Act  regulations  will 
force  owners  to  pass  rigorous 
new  emission  procedures  that 
could  flunk  as  many  as  a  third 
of  cars  tested.  New  York, 
New  Jersey,  Ohio,  Wisconsin, 
and  Texas  are  among  states 
adopting  tougher  testing. 

Older  cars  have  the  disad- 
vantage of  10,  20,  even  30 
years  of  wear— and  on  engine 
components  that  by  today's 
standards  are  primitive.  But 
weep  not,  junker  lovers. 
These  old  bombs— and  there 
are  millions  still  on  U.  S. 
roads— can  be  upgraded  to 
meet  even  California's  super- 
tough  laws.  "What  you're  do- 
ing is  adapting  '90s  technology 
to  the  power  engines  of  the 
'60s  and  70s,"  says  Stephen 
Arnoldi,  a  mechanic  in  Para- 
mus,  N.  J.  Beyond  improved 
performance,  you  get  10%  to 
20%  better  gas  mileage,  help- 
ing to  pay  for  the  upgrades, 
which  are  largely  bolt-on  jobs 
that  require  little  labor. 

Poor  emissions  result  from 
faulty  carburetion— the  ineffi- 
cient delivery  of  gas  and  air 
to  the  engine— and  bad  igni- 


tion—the failure  of  th 
plugs  to  fully  burn  t 
air  mixtm-e.  Improving 
retion  is  a  logical  first 
new  high-performance 
carburetor  goes  for 
Carter  and  Rochester 
fer  new  units.  And  fo' 
tie  as  $600,  you  can 
electronic  fuel  injectio 
Another  approach  i, 
grade  the  ignition  syst 
around  $12,  you  can  i; 
MSD  Ignition  system  n 
totronic  Controls,  whi 
ly  boosts  voltage  senl 
spark  plugs  for  mor 
ough  burning.  It  also 
multiple  spark  at  low<| 
lutions  per  minute, 
emissions  are  at  their 

LIGHT   BEAMS.   Or  y 

switch  to  an  ignition 
that  sends  spark  to  th 
electronically,  eliminat 
use  of  points.  Worn  po 
cut  engine  efficiency—] 
ing  mechanical,  they 
reliable  as  engine  rjl 
crease.  Mallory's  $125 
emits  a  light  beam  th 
gers  the  spark;  the, 
stays  steady  as  rpms 

An  innovation,  due 
spring  for  around  $11 
c<  >mputer,  attachable 
emission-controlled  c 
tors,  that  automatic; 
justs  fuel-mixture  rich 
different  driving  cor 
and  maximum  efficient: 
Power  of  Silver  Sprir 
says  its  unit  reduces 
monoxide  by  as  much 
and  hydrocarbons  by 

Before  making  c 
have  your  mechanic  c\m 
entire  engine.  Simpll 
lems,  such  as  crackecB 
plug  wires,  can  scuttB 
the  fanciest  upgrades,  m 
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apability: executive  programs 


WALKING  THE 


The  1994  Business  Week/SRI  International 
Technology  Management  Symposium 

Technology  Management  Under  Siege 

Date:  Wednesday  and  Thursday,  March  9  th  and  10  th,  1994 
Place:  The  Ritz-Carlton,  San  Francisco,  California 


nted  in  association  with: 

Microsystems 
puter  Corporation 


KERS  INCLUDE: 

MORGRIDGE,  Chief  Executive  Officer, 
Systems,  Inc. 

K.  Hassan,  Vice  President,  Technology, 
incorporated 

\MES  R.  STREET,  Group  Research 

■nator,  Royal  Dutch  Shell  Group  of  Companies 


ECUTIVE 

OGRAMS 


For  Senior  Technology 
OFFICERS,  change  isn't  coming. 
It's  here. 

Today  CTOs  must  pull  off  a 
balancing  act:  managing  rapid 
advances,  increased  competition, 
and  more  demanding  customers. 

At  this  critical  time,  Business  Week 
is  proud  to  host  The  1994  Business 
Week/SRI  International  Technology 
Management  Symposium. 

For  senior  technology  officers,  it's  a 
clearcut  way  to  master  the  current 
challenge. 


>3  McGraw-Hill,  Inc. 


For  corporate  sponsors,  it's  an 
unprecedented  opportunity  to  make 
direct  contact  with  the  highest  levels 
of  technology  management  and 
position  your  company  at  the  top. 

A  limited  number  of  corporate  spon- 
sorships are  available.  For  sponsorship 
information,  please  call  William  H. 
DeGraff,  Director  of  Sales,  Strategic 
Programs,  at  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE 


_  _  BUSINESS  —  WfffC 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  63 
CHICAGO,  ILLINOIS  6061 1 


Office  Supplies/Equipment 


America's  Lowest  Priced  gggjJgBjg 
Office  Supplies  Direct  to  You  '~Saiip^~' 


3M 

as  s- 

Post-it™  3"  x  3"  Null-  I'ad 
#654YW 

$585 


3M 


IS"  Double  Sided 
Double  Density  Disk 
$C52  BX/io 

J     # 12042 


-  S/V*^  "While  You 
™  Were  Away" 
Telephone 
Record 
Book 
#4002 

$J47 

2(H)  Sets 


BX/1000 


You  simply  won't  tincl  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  4,600  different  items,  same  day  shipping,  and  all  at  prices  you 
have  lo  see  to  believe.  We  guarantee  it. ..or  5%  back  on  your  purchase!  Call  for  details 
and  your  free  catalog. 


1-800-962-9162 


Stress  Management 


Resolve  Conflicts! 


Make  Business 
Relationships  Work! 

Assess  Critical  Issues 
Negotiate  the  Options 
Come  To  Agreement 

$34  95 

(Volume  Discounts  Available) 
The  Quadrangle  Press 
21  The  Boulevard,  Newtown  CT  06470 
203-221-1562,  Fax  426-5739  MCA/isa 


Contact  Lenses 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH  <S  LOMB    Q)  yEsJOTI 

FREE  BROCHURE 

1 1  ■  ■  ■  ■  ■  ■  407-998-95.00 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Real  Estate 


"BASICS  OF 
REAL  ESTATE 
INVESTING" 

Proven  Steps  To 

PROFIT 

$29.95  +  $2.97  S&H 

Check  or  Money  Order  lo. 

The  Knowledge  Source 

P.O.  Box  21110 
Salt  Lake  City,  UT  84121 

Allow  6-8  weeks  for  delivery 


Telecommunications/Products 


New  life  for 
your  old  fax! 


Forward  incoming 
faxes  to  any  fax 
machine,  signal  a 
pager  when  a  fax 
arrives,  store  up  to 
60  received  faxes, 
schedule  multiple 
and  delayed  transmissions 
and  much  more  with  the 
FaxBoomerang,  $299.95! 

800-644-6682  -sr 


NOVAPLEX 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

FREE  cassettes  will  explain  how  you  can  start  sev- 

cbsi  486  SX  Compuurr  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-441 5 ) 


Home  Furnishings 


FOLDING  GUEST  BED 

The  most  comfortable  cot  you  can  buy 


Open  72"x  32"  I 
Folds  close  5" 

"Comfort 
Guaranteed' 


VISA 


RTA  CO.  1-800-852-4130 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality. 
Send  for  FREE 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  C  Hingham,  MA  02043 


Business  Services 


TAGUCHI  EXPERIMENTS  SEMINAR 


Engineering,  R&D  and  Quality  Profes- 
sionals: Empower  yourself  with  skill  that 
works.  Leam  how  to  improve  consistency 
of  your  product- 
Attend  our  3-day  seminars  in  Detroit 
area  April  6,  7  &  8,  Aug  3,  4  &  5  and 

Dec.  7.  8  &  9. 
Instructor:  Ranjit  K  Roy  Ph.D.,  P.E 

Author  of  A  PRIMER  ON  THK  TAGUCHI  METHOli 

810-642-4560   Fax:  810-642-4609 


— Business  Plans  — 

Before  you  buy,  borrow, 
franchise  or  expand,  you  need 
a  professionally  written  plan. 
Document  shows  your  objec- 
tives, markets,  financials,  etc. 
Everything  you  need  to  succeed. 

1-800/769-1272 


Audio  Books 


AUDIO  BOOKS! 


Full  length  hooks  on 
cassette.  Best-sellers, 
mysteries,  his- 
tories— over  900 
titles.  Professional 
narrators.  Easy 
rentals  by  mail. 

Call  now  for  free  catalog 

1-800-638-1304 

Recorded  Books,  Inc. 


27(1  Skipijck  K™ 


rick,  MD  20678 


Health/Fitness 


Tan     at  Home, 

World  Famous  Klafsun  Beds  1 
FACTORY  DIRE 

Unit,  horn  $895 

800-965-9696  FAX  407-253-54 

KLAFSUN  751  No*  D...e  Melbo«m«,  Fl  32J 


Direct  Marketing 


TAKE  A  QUANTUM  LE 
INTO  DATABASE  MARKER 

Do  you  sell  products  or  set 
to  businesses  &  institute 
Put  our  expertise  in  cusi 
built  databases  for  b-to*- 
marketing  to  work  for  y  \ 

For  more  details,  call  or  A 
INFORMATION  PHI 

Ph.  716/852-2220  Fx:  716/84;! 


Computer  Equipmeu 


HEWLETT-PACKAI 
BuyS«lt-Trad» 

LaserJet  ColorP-i 
DeskJet  Dratt  P  it 

RuggadWrlter  Dratt/W|L 
Electrostatic  Plotters  Designs 
HP  9000  Workstations  and  Vectras  also 

Ted  Dasher  &  Associate 

4117  Second  Ave  .  S.  Birmingham.  ALtr 
Phone:  205/591-4747  Fat:  20V591  > 
SOO/B3S-4833 


Financial  Services! 


OVER  TAXED 


Our  shocking  book  uncovers  th 
about  income  taxes  and  provi 
are  voluntary.  It  provides  amm 
to  fight  them  and  win.  Guar; 
Send  SASE  for  free  informatii 

Legal  Facts  Publicatio 
95  Hatahway  St,  Suite  6 
Providence,  BI  0290', 


Travel 


£r-     CULTURAL  FOLK  T 

■tL      and  Bora  Ozkok  present  16th  ytj 

TCJRKE 

GREECE  &  EGYPT 

TOURS,  FIT'S,  GROUPS  &  C0NVEN  * 

1-800-935-887 


Special  prices'  •  Compare  Our  LL 
Pnces'  •  Orders  From  Stock  Shipped  Irro* 
•  Guaranieed  Warranties  &  Pnt 
•  All  Maior  Credit  Cards  ,  J 
PACIFIC  CABLE  CO..  INC.  = 
73257;  Reseda.  Dept  876   Reseda.  ■ 
tor  catalog,  orders  &  into    1  -600-:,; 


AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
X:  (312)  337-5633  OR  WRITE: 


_  _  BUSINESS  AyVF  F  K 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Career  Opportunities 


% 


o  of  all 
Senior  Executives  are 
earching  for  a  New  Job 
While  Still  Employed." 


li,,h  lir.'lz.  Ph.  D.. 


"IN  SEARCH  OF  THE  PERFECT  JOB" 

By  Clyde  C.  Lowstuter  and  David  P.  Robertson.  Thousands 
of  executives  and  senior  managers  have  used  their  strategies 
successfully  to  land  better  jobs.  Accelerate  your  career 
search  and  get  the  job  you  really  want  and  deserve. 
■B    100%  satisfaction  guaranteed 

*  McGRAW-HILL  *  6th  PRINTING  *  BOOK  SELECTION  CLUB 

524.95  plus  S&H,  VISA/MC  •  1-800-398-BOOK...CALL  TODAY! 


cation/Instruction 


LEGE  DEGREE 

•  MASTERS  •  DOCTORATE 

For  Work.  Lite  and  Academic 
^  Experience  •  No  Classroom 
/■■;>     Attendance  Required 

:'J  Call  (800)  423-3244 

W    or  send  detailed  resume 
lor  Free  Evaluation 

Western  University 

1  Sepulveda  Blvd  .  Depl  170 
Angeles.  CA  90049  USA 


EARCH  REPORTS 

academic  topics  available! 
?  00  forthe  290-page  catalog 
i-written  reportsalsoavailable. 
'SEARCH  ASSISTANCE 
I22  Idaho  Ave.,  #206BF, 
os  Angeles,  CA  90025 
ee  Hotline:  800-351-0222 
lifornia:  310-477-8226) 


ersity  Degrees 


Paced     Homo  Study 
e  Bachelor  Master  Doctor 

Admin,  Psychology,  Finance 
it.  Law,  Paralegal,  , 
ess,  Health  Care,  ff/f^^k 
sources  Admin. 
7-2254  (24  hrs)  ^JJ 
California  University 
Dn-BW,  Tustin,  CA  926SO 


MBA  At  Home  [X] 

S.  Programs  Also  Available 
Environmental  Studies,  Computer  Science 
tents  from  Fortune  500  companies 

:hadwick 

JNIVERSITY 

ig  not  limited  by  classroom  walls  " 
catalogue  call:  J -800-767-2423  ^ 


08ft] 

ERNAL  DEGREES 

vBS  MS/MBA  PhD/JD 
or  work./life  exp.  •  Accredited 
00)  444-8569  (24  hrs.) 

Salle  University 

89  Mandeville,  LA  70470-4000 


Business  Opportunities 


Business 
Partner 

$150,000+ 

Income  Potential 

Attorney  offers 
opportunity  for  local 
(non-attorney) 
partner  to  operate 
branch  operation. 
Lucrative  business 
(not  a  franchise) 
offers  unique  service 
in  multi-billion  dollar 
market.  Candidates 
must  be  bondable, 
have  outstanding 
references,  good 
communication  skills 
and  $12,000  start-up 
capital.  No  selling. 
Begin  part-time  or 
full-time.  For  full 
information,  call: 

Lisa  Morgan 
(800)  442-3390 
Mon.-Fri.,  9:00AM- 
5:30PM  CST 


Presentation  Equipment 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power  ^ 

•  Range  up  to  1 00  yds. 

•  2  AAA  Batteries  Included 

G.9T. 

~.  A    ,  ' 


P.O.  Box  2712,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  7 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  foot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  foot  cash  registers").  Our  new  330-seat 
GC  - 1 1 M  features  the  Golden  Choice  Buffet"  and 
The  Brass  Bell  Bakery"  popularized  in  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base.  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages.  Call 
1-800-284-5673  for  franchise 
information.  Minimum  net  worth 
$1  million  with  $250,000  liquid 


Corporate  Gifts 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
New  Miltord.  CT  06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 


W  CUSTOM 


TIES -150  iran 
SCARVES' 
CRESTS  I2mm 


(800)  252-5966 
-4142,  FAX:(203)329-784< 
OCHURE  AVAILABLE  S5.00 


Financial  Services 


THE  ULTIMATE  IN 
BANKING  &  BROKERAGE 
PRIVACY 

Establish  a  completely  anonymous 
bank  and/or  brokerage  account  for 
asset  protection-financial  privacy. 
***  FREE  INFORMATION  *** 
Carl,  Box  609-W 
Lake  Placid,  FL  33852 


Corporate  Gifts 


Build  Your  Image' 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


IMPRINTED 
SOLAR 
CALCULATORS  \  jjO 
AS  LOW  AS  \jgs 


$2.69 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  709 

FAX  1-510-786-1111 


The  Corporate  Choice' 


America's  Choice  for  corporate 
I  identity  apparel  and  merchandise  I 


Help  end 
the  class  struggle. 


Here's  your  chance  to  train  the  next 
generation  of  knowledge  workers 
before  they  show  up  for  work. 

Donate  your  unused  computers, 
software,  and  peripherals  directly  to 
your  local  school. 

Or  contact  Computers 
for  Classrooms  at  one  of  the 
numbers  below,  and  we'll 


direct  your  donations  for  you. 

Either  way,  your  generos- 
ity will  pay  off  in  gigabytes. 


Because  instead  of  tossing  your 
equipment  out,  or  selling  it  for  a  few 
cents  on  the  dollar,  you'll  be  provid- 
ing our  classrooms  with  the  most 
powerful  teaching  aid  since  teachers. 

And  getting  a  tax  deduc- 
tion in  the  bargain. 

So  donate  the  best — and 
most  —  equipment  you  can 


COMPUTERS  FOR 

CLASSROOMS 


afford.  When  you  do,  you'll 
be  helping  a  whole  new  class 
of  people  to  succeed. 


Gifts  In  Kind  The  East-West  Education  The  National  Buddy-Up 

America  Development  Foundation  Cristina  Foundation  %vith  Education 

800-862-GIFT  617-542-1234  SOO-CRISTINA  800-5J-BUDDY 


BusinessWeek 


Beyond  news.  Intelligence. 


UCTION 

>m  last  week:  -0.3% 
>m  last  year:  2.2% 


1967=100  (four-week  moving  average) 


Feb.  12 
190  7 


Feb  5 
191.3 


Oct. 
1993 
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1994 


duction  index  declined  during  the  week  ended  Feb.  12,  as  the  extreme 
;onditions  curtailed  some  production  schedules.  Seasonally  ad|usted  output 
steel,  autos,  trucks,  electric  power,  coal,  and  lumber,  and  rail-freight  traffic 
id.  Crude-oil  refining  output  increased,  and  data  for  paper  and  paperboard 
unavailable.  Before  calculation  of  the  four-week  moving  average,  the  index 
?.3,  from  193.2. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc 


LEADING 

Change  from  last  week;  0.1% 
Change  from  last  year:  8.6% 
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mm 


Feb.  5 
233. 8r 


Oct. 
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The  leading  index  barely  increased  during  the  week  ended  Feb.  12,  as  the  sell- 
off  in  the  bond  market  lessens  the  economy's  prospects.  Lower  stock  prices,  slower 
M2  growth,  and  a  rise  in  large-business  failures  also  held  down  the  index  The 
growth  rates  for  materials  prices  and  real  estate  loans  improved.  Before  calculation 
of  the  four-week  moving  average,  the  index  stood  at  234.3,  virtually  unchanged 
from  234.4  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


UCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

9|  thous.  of  net  tons 

1,871 

1,806# 

4  1 

'19)  units 

147,797 

138,934r# 

19.3 

£/19)  units 

122,196 

1 16,257r# 

16.3 

POWER  (2/19)  millions  of  kilowatt-hours 

59,406 

61,955# 

-1.2 

I  REFINING  (2/19)thous.ofbbl./day 

13,391 

13,419# 

1.1 

2)  thous.  of  net  tons 

20,078# 

20,333 

5.7 

IRD  (2/ 12)  thous.  of  tons 

NA# 

NA 

NA 

'12)  thous.  of  tons 

NA# 

NA 

NA 

2/12)  millions  of  ft. 

468  1  ft 

488.1 

-5.4 

GHT  (2/ 12)  billions  of  ton-miles 

20.5# 

21.0 

-1.9 

American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
'etroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
n  Railroads 

IGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

!  YEN  (2/23) 

105 

104 

118 

MARK  (2/23) 

1  73 

1.72 

1.64 

'0UND  (2/23) 

1.48 

1.48 

1.43 

:RANC  (2/23) 

5.87 

5  87 

5.58 

N  DOLLAR  (2/23) 

1  34 

1.35 

1.25 

1ANC  (2/23) 

1.45 

1.45 

1.53 

PESO  |2/23)! 

3. 119 

3.105 

3.096 

Major  New  York  banks.  Currencies  expressed  in  units  per  U  S.  dollar,  except  for  British 
ressed  in  dollars 

IS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

'23)  S/troy  oz. 

375.750 

383.500 

13.9 

RAP  (2/22)  #1  heavy,  $/ton 

139.50 

139.50 

27.4 

IFFS  (2/22)  index,  1967=100 

221  0 

220  7 

9.6 

(2/19)  C/lb. 

90  3 

90.9 

-13.2 

JM  (2/19)  </lb. 

60  5 

61  5 

9.0 

2/1 9)  #2  hard,  $/bu. 

3.84 

3  80 

2.9 

(2/19)  strict  low  middling  1-1/1 6  in.,  C/lb 

72.30 

71.96 

27.9 

London  Wednesday  final  setting,  Chicago  ma 
rtsas  City  market,  Memphis  market 

ket,  Commodity  Research  Bureau,  Metals 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (2/18)  S&P  500 

470.71 

470  94 

8.6 

CORPORATE  BOND  YIELD,  Aaa  (2/18) 

7.06% 

7,03% 

-8.2 

INDUSTRIAL  MATERIALS  PRICES  (2/18) 

95.8 

96.5 

-4.5 

BUSINESS  FAILURES  (2/11) 

337 

323 

-13.1 

REAL  ESTATE  LOANS  (2/9)  billions 

$420.8 

$419  8r 

2.2 

MONEY  SUPPLY,  M2  (2/7)  billions 

$3,534.0 

$3,535.2r 

2  7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/5)  thous 

366 

413 

14.0 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1980=100),  D 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  a 
on  business  failures  and  real  estate  loans 

un  &  Brad- 
djusts  data 

1/,  Willi VIMMnI 

MIIMffW. 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (Jan.) 

146  3 

146  3r 

2.5 

REAL  GROSS  WEEKLY  PAY  (Jan.) 

$258.83 

$254.91  r 

1.3 

IMPORTS  (Dec  )  millions 

$49,633 

$49,915r 

7.6 

EXPORTS  (Dec  )  millions 

$42,225 

$40,236r 

7.8 

Sources:  BLS,  Commerce  Dept. 

■ ' M!  W<  .ir'.'VW  HHHLHHH 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/7) 

$1,135.7 

$1,1 36. 1  r 

10.2 

BANKS'  BUSINESS  LOANS  (2/9) 

281.2 

282  1  r 

0.8 

FREE  RESERVES  (2/16) 

1,078 

l,214r 

-26.3 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/9) 

154.9 

159  2r 

4.8 

Sources:  Federal  Reserve  (in  billions,  except  for  free  reserves,  which 
week  period  in  millions) 

are  expressed  for  a  two- 

■'•M'l*'I..M:n,l7: 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (2/22) 

3.33% 

3.49% 

2  91% 

PRIME  (2/23) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (2/22) 

3  57 

3.55 

3.15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/23) 

3  51 

3.47 

3.10 

EURODOLLAR  3-MONTH  (2/18) 

3  44 

3.43 

3.10 

Sources:  Federal  Reserve,  First  Boston 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
n  Wood  Products  Assn,     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM-Not  meaningful 
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Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  litde  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  tides,  and  respon- 
sibilities of  their  1 1 1 ,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing" efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
1 2  Alfred  S treet,  Wobum,  MA  0 1 80 1 . 


When 
you  give  blood 
you  give 
another 
birthday 
another  laugh, 
another  hug, 
another 
chance. 

+ 

American  Bed  Cross 

Please  give  blood. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AAON  106 
ABC  52 
Acer  88 

Adobe  Systems  66,  88 
Allstate  108 

Allstate  Venture  Capital  70 
A.M.  Best  128 
American  Express  98,  105 
AMEX  Life  Assurance  128 
Apple  Computer  45,  48, 

64,  80,  88 
ASK  Group  68 
AT&T  42,  80,  106 
AT&T  Microelectronics  45 
Autotronic  Controls  130 
Aviation  Systems 

Research  8 

B 


Banacci  62 
Banco  Inbursa  62 
Bank  Leumi  98 
Bear  Stearns  98,  106 
Bell  Atlantic  42,  62 
Bell  Communications 
Research  80 

BIS  Strategic  Decisions  88 
Blockbuster 
Entertainment  42,  73 
BMW  6,  54 
Boeing  6,  138 
Borland  International  64 


Cablevision  42 
Campbell  Soup  50,  54 
Canon  48 
CAP  Gemini  68 
Carrier  106 
Carter  130 
Caterpillar  6 
CBS  50 

Chase  Manhattan  62,  98 
Chevron  138 
Chrysler  46,  50,  108 
Chugoi  Pharmaceutical  87 
Cineplex  Odeon  73 
CIT  54 

Citibank  6,  98 
Citizen  Watch  59 
Claris  88 
CNN  19 
Coastcast  16 
Coco-Cola  6,  50,  106 
Commonwealth 

Associates  106 
Communication 

Intelligence  80 
Compaq  Computer  61,  88, 

130 

Competitive  Media 

Reporting  94 
Compton's  NewMedia  66 
Computer  Associates  68 


Computer  Sciences  68 
Condumex  62 
Continental  Assurance  128 
Continental  Tire  62 
Cowen  130 
Cyrix  64 

D 


DeBeers  Centenary  54 
Dell  88 

Delta  Air  Lines  6 
Deluxe  12 
Diamant  Boart  54 
Digital  Equipment  45 
DNR  Group  68 
DuPont  80 


Eastman  Kodak  54,  80 
Emerson  Electric  54 
Euzkadi  62 
Exxon  108 


Federated  Department 
Stores  54 
Fiat  6 

Fidelity  Investments  54 
Figgie  International  54 
FileNet  68 
Financial  Security 
Assurance  68 
Flagstar  108 
Ford  46,  108 
Fox  Broadcasting  50 
France  Telecom  62 
Furman  Selz  98 


GE  54,  87 

General  Electric  Capital  54 
General  Instrument  42 
Gerard  Klauem  Morrison  & 
Co  42 

GM  46,  61,  108 

Goldman  Sachs  108 
Green  Capital  6 
Grupo  Carso  62 

H 


Heico  Acquisitions  70 
Heller  Equity  Capital  70 
Hewlett-Packard  68,  80 
Hill,  Holliday,  Connors, 

Cosmopulos  8 
Hills  45 
Holley  130 
Home  Depot  106 
Honda  45,  46,  54 
Honeywell  84 
HSBC  Holdings  108 
IBM  6,  45,  48,  54,  64, 

68,  80,  88,  108 
Imax  76 

Intel  45,  48,  64,  88 

International  Data  88 
Isuzu  46 


Itochu  73 
Iwerks  73 


Jenny  Craig  70 
John  Hancock  8,  128 
Johnson  &  Johnson  70 


Kao  87 

Keefe,  Bruyette  & 
Woods  98 
Kmart  106 


Lean  Power  130 
Lehmann  Brothers  46 
Lockheed  Missiles  & 
Space  66 

Lotus  Development  64,  68 
Ml 


Macy's  54 
Mallory  130 
Matsushita  73 
MCA  73 
McCaw  Cellular 
Communications  42 
McDonnell  Douglas  138 
MCI  62,  80 
Mercedes-Benz  61 
Mervyn's  106 
Microsoft  48,  64,  88 
M.I.  Holdings  98 
Mitsubishi  6,  58 
Mitsubishi  Electric  45 
Mobil  6 

Morgan  Stanley  98 
Motorola  45,  48,  88 

N 


National  Semiconductor  45 
NBC  52 
NEC  45 

Neuberger  &  Berman  98 
New  Street  Capital  6 
NeXT  Computer  48 
NFL  50 
Nike  54 

Nonvolatile  Electronics  84 
Northern  Trust  106 
Nutri/System  70 

O 


Optical  Data  66 
P 


Paramount 
Communications  42 
Philip  Morris  8,  108 
Philips  50 
Porsche  6 

PowerHouse  Systems  48 
Prudential  Asset 

Management  68 
Prudential  Securities  88, 

106 


Ralph  Solomon  &  John 
Bardes  Organization  128 
Renault  6,  54 


Republic  Mase  jni  ' 
Republic  Narioqf  U 
New  York  98JDP 
RJR  Nabisco  9.  P' 
Robertson  Steptii 
Rochester  130  1 
Rover  6,  64 


Safra  Republic  ol< 
Scudder,  Stever& 

Clark  108 
Sears  108 
S.G.  Warburg  ) 
Silicon  GraphicO* 
Simpson,  Thach  4 

Bartlett  54 
SMH  61 
Sony  50,  76 
Southwestern  B< 
Sprint  80 
Standard  &  Poc 
Sumitomo  54 
Sun  Microsystem 

T 


Target  Stores  It; 
TCI  42,  54 
Televisa  62 
Telefonos  de  Mr 
Texas  Instrumen 
80 

Thomson  50 
Time  Warner  4! 
Toshiba  45 
Tribune  66 
TriStar  76 


i 


Unisys  68 
United  Airlines  !:  1 
United  Technoloiw 
UNUM  Life  lnsu|| 

V 


Vanguard  Grou|(W 
Viacom  42 
Video  Discoveryji 
Vita  Insurance 
Associates  128,  i 
Vodafone  Groufjfl 
Volkswagen  6,  • 
Volvo  54 

W 


Wall  Street  )ovn\\ 
Wal-Mart  Stores* 
Walt  Disney  54$ 
Wang  LaboratorH 
Wasserstein  Perei  < 
Watermark  Softvj* 
Wellington 
Management  5'1 
Wesley,  Brown  &'6 
WestPoint  Stever6 


Xerox  80 
Z 


Zenith  Electronic:^ 
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estment  Figures  of  the  Wee 


ARY 

rlher  Fed  tightening, 
e  investors  dumped 
pushed  long-term  in- 
up  0. 1 9  percentage 
e  week.  Short-term 
swell  Even  Fed  Chair- 
reenspan's  Feb.  22 
at  he  wanted  long 
e  down  couldn't  stop 
The  pressure  on  rates 
ices  downward,  with 
ustrials  and  utilities 
iggest  hits.  The  London 
■  markets  slumped,  too. 
showed  any  gain. 


STOCKS 

Feb       Aug       Feb.     Feb.  17-23 


BONDS 

Feb       Aug.      Feb.     Feb.  17-23 


Mil 


52-week  change 
+6.8% 


1  -week  change 
-0.4% 


460  1300 


52-week  change 
+  1.1% 


THE  DOLLAR 

Feb.      Aug.      Feb      Feb.  16-23 


1  -week  change 
-2.0% 


52-week  chanqe 
+0.6% 


1  -week  change 

+0.3% 


IT  ANALYSIS 


%  change 


KS  Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

INDUSTRIALS  38917 
MPANIES  (S&P  MidCap  Index)  180.6 
PANICS  (Russell  2000)  264.9 
IIES  (Russell  3000)                272  1 

STOCKS  Latest 

-1.2  15.9 
-0.3              13  9 
-04  206 
-0.5  8.3 
%  change  (local  currency) 

Ot\  f\AV  TDCACIIDV  Dill   VICI  P» 

VU-UAT  IKcAlUKT  DILL  TltLU 

30-YEAR  TREASURY  BOND  YIELD 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 

3.46% 
6.65% 
2.47% 
21.3 

Latest 

3.34% 
6.46% 
2.52% 
217 

Week  ago 

3.01% 
6.89% 
2.85% 
22.8 

Reading 

n  eeK 

34-ween 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/cali  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

465.8 
51.5% 
0.52 
1.58 

465  4 

53.3% 

0.52 

1.66 

Positive 
Negative 
Positive 
Positive 

NANCIAl  TIMES  100)  3341.9 
KEI  INDEX)  19,341.8 
SE  COMPOSITE)                   4368 .4 

-2.2 
1.5 
-1.3 

18  6 
15  1 
26  0 

ITRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

EK  LEADERS 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

L  MANAGEMENT 

12  7 

105  4 

COLUMBIA/HCA  HEALTHCARE 

14.8 

131.1 

42  3/4 

114 

38.2 

MATTEL 

19.6 

55.6 

26', 

G 

10  7 

12.7 

ROADWAY  SERVICES 

12.2 

6.3 

71  V2 

RING  AND  CONSTRUCTION 

7.6 

12.1 

FOSTER  WHEELER 

15  4 

34.6 

40% 

lENT  STORES 

7.6 

18.9 

NORDSTROM 

12.6 

0.0 

36% 

EK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

)N  CONTROL 

-12.8 

-22  4 

WMX  TECHNOLOGIES 

16  0 

-29  1 

25 

:are  SERVICES 

-1  1  1 

-3.4 

AMGEN 

17  0 

9  2 

407/e 

INING 

-10  5 

49  6 

AMERICAN  BAR  RICK  RESOURCES 

-14.2 

46.2 

24  Ve 

i  TOOLS 

-7.9 

3.3 

CINCINNATI  MILACRON 

-8.6 

24  0 

22% 

CTURED  HOUSING 

-7.6 

7.8 

FLEETWOOD  ENTERPRISES 

-8.0 

10  1 

23  Vs 

AL  FUNDS 


>tal  return 


N  AMERICA  GROWTH  A 

EQUIFUND  ITALIAN  NATL.  FID.  EQUITY 


8  3 
8  2 
7  3 


al  return  % 

DN  STRATEGIC  INVESTMENTS  131.6 
i  LATIN  AMERICA  93  9 

!  STANLEY  INSTL.  EMERGING  MARKETS  913 


LAGGARDS 

Four-week  total  return 


M0NITREND  GOLD 

BENHAM  GOLD  EQUITIES  INDEX 

UNITED  SERVICES  GOLD 

52-week  total  return 


-9  6 
-8.0 
-7.7 

% 


PILGRIM  CORPORATE  UTILITIES  -18  4 

FORUM  INVESTORS  STOCK  -12  3 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY     -10  7 


4-week  total  return 


MORNINGSTAR  INC 

MBB8b    Average  fund 
52-week  total  return 




IVE  PORTFOLIOS 


DRI/McGRAW-HILL 


ounts 

the  present 

10,000 

»ne  year  ago 

rtfolio 

is  indicate 
tal  returns 


Foreign  stocks 
$14,236 

-1.01% 


Gold 
$11,507 

-1.45% 


Treasury  bonds 
$11,291 

-1.42% 


U.S.  stocks 
$10,988 

+0.26% 


llll 


Money  market  fund 
$10,207 

+0.04% 


>is  poqe  ore  as  of  market  close  Wednesday,  Feb  23,  1 994,  unless  otherwise  indicated. 
as  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


Feb  22.  Mutual  fund  returns  are  as  of  Feb-  1  9  Relative  portfolios  are  \ 
detailed  explanation  of  this  page  is  available  on  request. 


alued  as  of  Feb  22  A  more 
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Editorials 

.  ■  

1 

TO  SPUR  HUMAN  RIGHTS,  SPUR  TRADE 

resident  Clinton  brought  home  the  bacon  with  the  $6 
H^P  billion  Boeing/McDonnell  Douglas  airplane  purchase  by 
Saudi  Arabia.  He  has  chatted  up  Kazakhstan's  Presi- 
dent on  a  big  Chevron  energy  deal,  and  his  Administration 
is  courting  Indonesia  for  a  piece  of  its  $40  billion  oil  and  gas 
program.  In  China,  the  Clintonites  are  simultaneously  push- 
ing American  exports  and  investments.  Vietnam  is  next. 

What  is  wrong  with  that?  Nothing,  except  that  all  these 
countries  are  dictatorships  by  traditional  U.  S.  standards. 
Even  Mexico  is  a  one-party  state.  As  the  Clinton  Adminis- 
tration pursues  a  policy  of  generating  high-quality  jobs  at 
home  by  promoting  exports  abroad,  it  finds  itself  increasing- 
ly trading  with  countries  that  define  human  rights  in  very 
different  terms  than  Americans. 

There  was  no  problem  when  trade  was  largely  with  oth- 
er industrial  countries.  But  as  the  fulcrum  of  global  growth 
shifts  to  Asia  and  Latin  America,  the  U.  S.  now  must  in- 
creasingly deal  with  societies  that  provide  fewer  individual 
human  rights  than  the  West.  These  countries  argue  that  au- 
thoritarian rule  is  necessary  for  fast  economic  growth  and 
that  communitarian  values,  such  as  higher  living  standards 
and  better  education  and  health,  are  more  important  to  their 
people  than  individual  rights.  Rampant  individualism,  they 
argue,  has  given  the  U.  S.  crime  in  the  streets,  whereas  any- 
one can  walk  through  Singapore  safely. 

What  to  do?  With  the  end  of  the  cold  war,  trade  policy 
has  suddenly  been  recast  as  part  of  the  human  rights  debate 
in  Washington.  Among  the  "pragmatists"  are  corporate  ex- 
porters and  pro-growth  Administration  members,  such  as  Rob- 

ert  Rubin  and  Lloyd  Bentsen.  The  "idealists"  includ/j 
the  President's  labor  union  supporters  as  well  as  suci 
ical  doves  as  Senator  Barbara  Boxer  (D-Calif.). 

This  split  appeared  in  the  battle  over  the  North  I 
can  Free  Trade  Agreement,  where  the  idealists  teij 
identify  human  rights  with  fair  wages.  Now,  they're  ] 
renewing  China's  most-favored-nation  status. 

There's  no  doubt  that  U.  S.  economic  pressure  | 
times,  improve  some  individual  rights  abroad.  The  Ul 
pressured  China  to  release  a  handful  of  political  dissl 
and  Indonesia  and  Mexico  have  promised  to  imprcj 
rights  of  workers  as  well. 

But  this  casting  of  human  rights  stones  can  be  costl 
exports  accounting  for  11%  of  GDP— twice  what  it  was  2| 
ago— and  export-related  jobs  paying  15%  to  20%  moi 
the  average,  America's  economic  self-interest  lies  in  o 
up  markets  abroad,  not  in  ceding  them  to  rivals  wh 
fewer  scruples  than  does  the  U.  S.  The  idealists  are  r 
pursue  their  agenda  of  supporting  individual  human 
around  the  world.  But  linking  that  agenda  to  U.  S.  tra 
icy  can  and  has  hurt  the  American  economy. 

Just  as  surely,  rapid  economic  growth  in  the  Third 
is  a  solvent  of  the  bonds  of  oppression.  Building  a  stroi 
die  class  overseas  through  foreign  investment  and  tra 
led  to  greater  individual  rights  in  South  Korea,  Taiwj 
elsewhere,  even  in  the  face  of  authoritarian  governmei 
ing  in  the  name  of  communitarian  values.  The  truth 
delinking  trade  from  human  rights  policy  is  the  pra; 
way  to  promote  human  rights  overseas. 

DON'T  BACK  OFF  ON  WORKFARE 

1  ust  when  Washington  finally  gets  around  to  proposing 

1  a  serious  welfare-to-work  plan,  no  one  likes  it  anymore. 
4^  The  Clinton  Administration's  plan  to  move  people  from 
welfare  to  work  is  taking  heat  from  all  sides. 

The  left  has  traditionally  opposed  workfare,  with  welfare 
advocates  and  municipal  unions  condemning  the  concept  as 
both  unfair  and  threatening  to  existing  jobs.  The  big  sur- 
prise is  on  the  right,  with  conservatives  who  once  believed 
that  work  was  essential  to  ending  welfare  now  arguing  that 
illegitimacy  is  the  real  problem. 

Originally,  workfare  was  based  on  the  belief  that  welfare 
cut  off  mothers  and  their  children  from  the  world  of  work. 
Work  would  raise  people  from  poverty,  provide  adult  mod- 
els of  responsibility  for  children,  and  cut  down  on  illegitima- 
cy. All  this  would  curb  crime. 

The  fear,  however,  is  that  a  huge  community  service  pro- 
gram will  be  necessary  to  find  jobs  for  millions  of  people. 
The  typical  welfare  recipient  is  a  22-year-old  mother  who  bare- 
ly reads  at  the  sixth-grade  level.  She  needs  a  government- 
subsidized  job,  opponents  argue. 

Maybe  not.  The  goal  of  workfare  is  to  provide  a  trai 
to  private-sector  jobs.  Despite  numerous  small-scale  ( 
ments,  no  one  really  knows  the  best  way  to  do  this, 
know  that  immigrants,  many  with  poor  education  an< 
English,  find  hundreds  of  thousands  of  jobs  in  Americ 
ry  year. 

What's  needed  now  is  for  Washington  to  provide  r 
funding  for  state  programs  that  require  public  service 
change  for  welfare,  use  public  service  as  a  bridge  to  { 
jobs,  or  move  people  off  welfare  directly  into  the  rea. 
omy.  The  goal  is  to  get  people  on  welfare— and  their  chil 
into  the  world  of  work  as  quickly  as  possible.  With  tr 
and  child  care,  the  most  able  and  ambitious  will  be  a 
move  out  and  up.  Others  may  require  community  job 
all  would  be  required  to  do  real  work  and  get  paid  foi 

It  now  costs  Washington  $60  billion  a  year  to  provid 
fare  payments,  food  stamps,  and  medical  care  to  poor 
ers  and  their  children.  A  fraction  of  that  would  get  the 
fare  ball  rolling.  In  a  $1.5  trillion  budget,  tight  as  it  i 
money  must  be  found. 
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Some     of     our  most 


HAVE  NOTHING 

to     do     w  i  t  h  ears, 

Investing    in    the    things  i 

tor  more  information  about  Toyota  in  America  write  Toyota  Motor  Co 


AT  TOYOTA,  improving  the  quality  of  life  is  as 
important  to  us  as  improving  the  quality  of  our 
vehicles.  That's  why,  for  the  last  20  years,  we've 
been  supporting  American  community  projects 
that  are  as  diverse  and  exciting  as  the  people 
who  participate  in  them.  This  year  alone,  we're 
investing  more  than  $12  million  in  organizations 
ranging  from  the  National  Science  Teachers 
Association  to  the  United  Negro  College  Fund 
to  educational  PBS  programming,  such  as 
"Where  in  the  World  Is  Carmen  Sandiego?"  To 
us,  a  successful  business  shouldn't  just  try  to  make 
a  profit,  it  should  try  to  make  a  difference  as  well. 
E    ALL    CARE    ABOUT.  TOYOTA 

rporate  Services,  9  West  57th  Street,  Suite  4900-CI4,  New  York,  NY  10019. 


Chairman  visits  basement* 

January  1992.  Don  Grimm,  Chairman  of 
biotech  firm  Hybritech  Incorporated,  takes  a 
look  into  the  future.  And  likes  what  he  sees. 

Don  is  visiting  Steelcase,  quizzing 
executives  about  their  quality  processes, 
when  he's  waylaid  by  a  group  from  R&D. 
Taken  to  the  basement.  And  given  a 
glimpse  of  Personal  Harbor' 'and  Com- 
mons',' a  prototype  working  environment. 
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BURLINGAME 
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LIBRARY 


FOR  OVER  25  YEARb, 
WE'VE  BEEN  APPLYING 
OUR  INDUSTRY 
TO  YOURS. 


If  our  name 
is  foreign  to  you,  maybe  it's  be- 
cause we're  building  a  reputation  in  Ame 
on  the  reputations  we've  helped  build  forp 
qD    Together  with  Sun  Microsystems,  we  de>-y-^ — 
RISC  chip  that  brought  mainframe  power  to  des~ 
g.  And  helped  make  Sun  the  leading  workstatior  i  i 
rldwide.  cO   With  U.S.  regional  Bell  operating  companies,  we're 
Dlutionizing  commercial  service  by  creating  the  world's  first  switch- 
ystem  capable  of  handling  voice,  data  and  video  over  the  public  net- 
<.  qD  We've  built  R&D  and  manufacturing  facilities  from  California 
onnecticut.  Building  on  our  reputation  as  the  world's  second  largest 
nputer  company.  And  creating  advances  from  the  smallest  and 
htest  portable  pen  computers  to  some  of  the  world's  fastest 
supercomputers.  qD   We're  celebrating  over  25  years  j 
well-spent.  Not  so  much  on  publicity  as  on  products 
that  create  possibilities  for  the  next  25  years.  So  if 
you're  looking  for  our  name  in  the  future,  just 
look  behind  some  of  the  biggest 
names  in  America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Biology  students  di; 
engineers  dissect  t: 


To  be  a  truly  great  automotive  engineer, 


you  have  to  look  at  a  Mercedes-Benz 


E-Class  under  a  microscope.  Not  just 


to  be  a  Mercedes-Benz  engineer,  but 


any  engineer.  Because  one  of  the 


first  things  you  learn  is  that  the 


Mercedes-Benz  E-Class  is  the  bench- 


mark of  the  automotive  industry,  the 


ultimate  point  of  reference.  No  wonder 


some  of  our  most  loyal  customers  are 


other  luxury  car  makers.  t 

/ 


So.  it  i  ame  as 


no  surprise 


when  a  number 


of  our  esteemed  competitors  paid  us 


the  highest  compliment  by  borrowing 


Mercedes-Benz  patented  pin-and-wedge 


safety  door  locks,  or  our  energy-absorb- 


ing front  and  rear  crumple  zones.  Or 


body  structure  as  a  model  for  stiffness       suspension  in  these  other  ca . 


and  vibration  frequency.  Of  course,  you 


probably  won't  find  swing-away  brake 


pedals,  staggered  underhood  compo- 


that  a  lew  borrowed  features 0 


\|fi  (  cdes  Hen/  make 


With  the  new  E  Class,  k( 


why  many  other  companies  use  our       nents,  and  our  unduplicated  5-link  rear   I   engineers  have  more  to  :nl 

\USA7'  pir  an  I  311(1  Diesel  All  prices  exclude  $475  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  dealer  prep  charges,  insurance,  optional  equtpi^t 
MSRP  of  $51,645  (all  include  metallic  paint),  1320  Cabriolet  at  MSRP  of  $77,300.  <i>!994  Mercedes  lien:  of  North  America,  Inc  ,  Montvale,  N.I,  Member  of  the  DalmW* 


frogs.  Automotive 
ercedes-Benz  E-Class. 


ters  into.  They'll  scrutinize  the       They'll  look  inside  our  body  for  the 


iepower  powerplant  found  in 


I  They'll  study  our  Emergency 


ng  Retractors  that  reduce  front 


essential  three-prong  forked  members 


to  learn  how  they  distribute  impact 


forces  around  the  steel  passenger 


cabin.  They'll  dissect  the  entire  car 


leaving  them  with  the  most  coveted  pile 


of  nuts  and  bolts,  and  iron  and  steel. 


The  more  we  think  about  it,  it 


appears  that  at  Mercedes-Benz  we 


don't  just  make  impressive  automo- 


biles. We  make  impressive  teachers. 


To  get  a  closer  look  at  the  new  E-Class 


for  yourself,  call  1-800-FOR-MERCEDES. 


The  New  E-Class 
Starting  at  $40,000^ 


t  slack  in  l/100th  of  a  second. 

■e  or  non  compliance  fees,  and  finance  charges.  Prices  may  vary  by  dealer  Models  shown:  E300  Diesel  at  MSRP  of  $40,645, 1320  Station  Wagon  at  MSRP  of  $46,845,  E420  Sedan  at 
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TALK  SHOW 


The  cable  guys  just  don't  get  it...  The  PC  on-line  M 
vice  is  where  the  money  is  at. 

—Joshua  M.  Harris,  president,  market  researcher  Jupiter  ComB 
cations  Co.,  on  why  cable's  interactive  TVr  tests  will  keep  falterB 
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HAWKINS:  Video-game  visionary 


HONCHOS 


ONE  U.S.  IMPORT  JAPAN 
LIKES:  TRIP  HAWKINS 


Video-game  legend  Trip 
Hawkins  has  hit  new- 
heights  of  stardom,  or  desper- 
ation. The  persuasive  CEO  of 
San  Mateo  (Calif. I  startup 
3DO  is  appearing  in  Japanese 
TV  ads,  plugging  Matsushita 
Electric's  Real  video-game 
system,  which  was  designed 


by  his  company.  "It 
plugs  into  the  fu- 
ture!" he  exclaims  in 
cameos  spliced  into 
scenes  of  American 
kids  playing  games. 
Matsushita  hopes  his 
charisma  will  spot- 
light the  system's 
Mar.  20  debut  in 
Japan. 

From  a  Japanese 
perspective,  the  15- 
second  spot  puts 
Hawkins  in  good 
company.  George  Lu- 
cas flogs  Matsushi- 
ta's products  on  TV  in  Japan, 
while  Jodie  Foster,  Harrison 
Ford,  and  Charlie  Sheen  ped- 
dle canned  coffee,  beer,  and 
cigarettes,  respectively. 

More  imaginative  is  Haw- 
kins' latest  sales  incentive  in 
the  U.  S.,  where  the  Matsu- 
shita CD-ROM-based  players 
were  launched  last  fall.  Sales 
were  so  slow  around  Christ- 
mas that  Matsushita  tempo- 
rarily halted  production.  For 
each  player  Matsushita  sells 


in  the  U.  S.,  Hawkins  is  offer- 
ing the  manufacturer  two 
shares  of  3DO  stock— worth 
about  $48.  The  deal  was  con- 
tingent on  cutting  the  ma- 
chine's $700  list  price  to  $500. 


Matsushita  did  thatl 
month— and  is  mulling  f$ 
reductions.  It  needs  tol 
quickly  before  Sony  lail 
a  game  player  late« 
year.  NeU 


MAD  AVE. 


TONYA  WASN'T  THE  ONLY  ONE  CRYING 


Who  knew?  The  1994 
Winter  Olympics  turned 
out  to  be  one  of  the  most- 
watched  events  ever.  And 
that  left  some  high- 
profile  advertisers 
out  in  the  cold. 
Coca-Cola,  Chrysler, 
and  Reebok  filled 
the  airwaves.  But 
archrivals  Nike, 
FcpM'Co,  General 
Motors,  and  others 
were  conspicuously 
absent. 

Why  didn't  they 
land  that  triple 
lutz?  Pepsi,  says 
spokeswoman  Amy 
Sherwood,  prefers  to  blitz  the 
Superbowl.  "It  certainly  was 
an  unusual  year,  wasn't  it?" 
she  says.  And  why  was  GM  a 


WHAT  WHAT 
CBS  ADVERTISERS 
PROMISED  GOT 

"PEAK  RATING  ON  WED.,  FEB.  23 
DATA.  CBS  INC. 


no-show,  when  ChrysL 
Ford  advertised?  "We  el 
ly  had  the  opportunitl 
decided  to  put  our  ad( 
ing  efforts  i 
er  places 
know  of  a 
grets,"  says 
man  John  Mai 
Portland- 1 
Nike  paid  honl 
skater  Tonya  I 
ing  $25,000  fol 
fees  but  opt« 
to  compete.  I 
plans  ad  schl 
far  in  advancj 
advertising  di 
Scott  Bedburj 
uncertain  ratings  are  a  I 
life  in  TV  sports.  Besioi 
adds,  these  Olympic 
were  a  fluke. 


YANKEE  INGENUITY 


THE  GREAT  INTERNATIONAL  PHONE-CALL  GRAB 


Surrounded  by  cornfields, 
Fairfield,  Iowa,  seems  an 
unlikely  base  for  an  attack  on 
a  monolithic  Japanese  indus- 
try. But  from  this  serene 
town  of  10,000,  Fred  Gratzon's 
Telegroup  Inc.  is  waging  war 
against  Japan's  Ma  Bell— KDD. 

Telegroup  and 
others  can  save 
Japanese  callers 
as  much  as  50% 
on  overseas  calls 
by  routing  them 
via  the  U.  S. 
Telegroup  buys 
discounted  long- 
distance time 
from  MCI,  Sprint, 
and  others.  Cus- 
tomers abroad 
register  their  phone  numbers 
with  the  company's  New  York 
computer.  To  place  an  interna- 
tional call,  they  dial  New 
York,  then  hang  up  after  one 


GRATZON:  '  brn 

Bell  chutzpah 


ring.  The  computer  calls  them 
back  with  a  U.  S.  dial  tone 
and  patches  them  through  as 
if  they  were  in  Manhattan. 
That  helped  Telegroup  cus- 


tomer Toshiaki  Ichida,  presi- 
dent of  ALMA  Japan  Co.,  a 
small  Tokyo  trading  house, 
cut  his  monthly  bill  in  half. 

Japan's  international  car- 
riers are  fighting  back,  ask- 
ing the  Posts  &  Telecommuni- 
cations Ministry  to  investigate 


the  service.  But  the  Mi 
has  no  plans  to  restrj 
Says  Gratzon,  47,  who  lal 
Telegroup  in  1989:  "■ 
heard  of  the  trade  dl 
We're  fighting  it  from  1 

Greg  Burns  ant 
Spindle 


REAM 


AIRBUS  SAYS  that  its  U.S.  rivals  get  unfair 
help  from  Washington.  After  losing  a  recent  $6 
billion  Saudi  Arabian  airliner  deal  to  Boeing 
and  McDonnell  Douglas,  Europe's 
Airbus  Industrie  renewed  its  old 
charge  that  NASA  and  the  Pentagon 


IN  REALITY  Airbus'  account- 
ing of  public  aid  to  U.S.  competi- 
tors—purportedly up  to  $22  billion 
over  the  past  1 5  years— is  suspect.  Airbus  \§ 
assumes  that  up  to  90%  of  Uncle  Sam's  money 
spent  for  space  and  defense  R&D  contracts  has 
value  for  commercial  aviation.  But  the  space 
shuttle,  NASA's  biggest  program,  has  almost  no 


indirectly  subsidize  the  commercial  U.S.  I 
space  industry.  A  consortium  of  France,  G<ir 
ny,  Britain,  and  Spain,  20-year-old  Airbuso 
its  government  subsidies  arnji 
loans  needed  to  counter  theJ. 
public  money. 


commercial  application,  nor  doe:*x 
ly  stealth  technology.  By  law,  V|i 
ington  must  recoup  the  benefits  ofj( 
nology  transfer  to  U.S.  comma:! 
aviation,  which  had  repaid  $170  million  s 
March,  1992.  By  U.S.  count,  Airbus  has  nrt 
up  to  $26  billion  in  government  loans  thaim 
never  be  fully  repaid.  Paul  Magnisi 
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It's  a  big,  bad,  volatile  world  out  there. 
Risk  has  grown  bigger  than  ever  before.  As  has 
opportunity. 

No  company  should  tackle  risk  single- 
handed.  You  need  all  the  help  you  can  get. 

But  choose  your  allies  carefully.  Avoid 
those  who  deal  with  risk  one  piece  at  a  time. 
Because  while  you're  working  away  on  one  risk, 
another  will  reach  out  and  grab  you. 

Bankers  Trust's  view  of  risk  is  global  and 


all-encompassing.  Big  picture,  not  narrow  gauge. 
We'll  help  you  devise  and  execute  the  strategies 
that  will  make  you  master  of  risk  in  all  its 
aspects.  Not  only  financial  risk,  but  operating 
and  strategic  risk  as  well. 

No  one  will  serve  you  better  than  Bankers 
Trust  in  your  daily  confrontations  with  risk. 

□  Bankers  Trust 

LEAD    FROM  STRENGTH. 


BUSINESS  SPEAK 


QUOTATIONS  FROM  THE 
CHAIRMAN,  TRANSLATED 


When  the  chairman  of 
the  Federal  Reserve 
Board  speaks,  people  listen. 
Then  they  scratch  their  heads 
and  try  to  figure  out  what  he 
said.  Fed  chairmen  have  a 


GREENSPAN:  I/mnl 


long  tradition  of  being  cryptic 
so  they  can  hint  at  future  ac- 
tions without  being  locked 
into  any  particular  course. 
Here  are  some  examples  of 
Chairman  Alan  Greenspan's 
FedSpeak  at  a  Feb.  22  con- 
gressional hearing: 


What  he  said:  "Our  mone- 
tary policy  strategy  must  con- 
tinue to  rest  on  ongoing  assess- 
ments of  the  totality  of 
incoming  information  and  ap- 
praisals  of  the  probable'  out- 
comes  and  risks  associated 
irith  alternative  policies. " 

What  he  meant:  Setting  in- 
terest rates  requires  a  lot  of 
guesswork. 

What  he  said:  "When  the 
Federal  Reserve  lightens  re- 
serve market  conditions,  it  is 
not  surprising  to  see  some  up- 
ward  movement  in  long-term 
rates  as  an  aspect  of  the  pro- 
cess that  counters  the  imbal- 
ances tending  to  surface  in  the 
expamvmary  phase  of  the  busi- 
ness cycle." 

What  he  meant:  The  Fed's 
rate  hike  tanked  the  bond 
market  because  of  fears  of 
strong  growth  and  inflation. 

What  he  said:  "Our  long- 
run  strategy  implies  that  the 
Federal  Reserve  must  take 
care  not  to  overstay  an  accom- 
modative stance  as  the  head- 
winds abate." 

What  he  meant:  We're  gon- 
na tighten  some  more. 

( hoen  I  'l/mauu 


VIETMANIA 


FROM  SWORDS  INTO  SUBSCRIPTIONS 


The  lifting  of  the  U.S.  trade 
embargo  on  Vietnam  is 
fueling  an  upsurge  of  interest 
in  a  variety  of  things  Vietna- 
mese. The  $495-per-year,  Fair- 
field (Conn.)  Vietnam  Market 
Watch  newsletter, 
which  tracks  eco- 
nomic changes  in 
Vietnam,  expects  to 
double  its  500-plus 
readership  by  next 
year,  says  co- 
founder  Sandy  Ha- 
viland.  And  reader- 
ship is  surging  at 
Vietnam    Today,  a 

San  Francisco-based 
monthly  magazine 
on  culture  and  busi- 
ness opportunities 
that  goes  for  $64  yearly.  "I 
haven't  done  anything  but  an- 
swer the  phone  and  sleep," 
says  Albert  Wen,  vice-presi- 
dent of  Global  Directions,  its 
parent  company. 

Vietnamese  k  ntnia<>e  class- 


es have  suddenly  become 
more  popular,  too,  reports 
Berlitz  International.  The  first 
group  classes  recently  formed 
in  Manhattan.  Inquiries  about 
classes  are  up  in  Boston  and 
Miami,  areas  where 
there  had  been  little 
interest  before, 
says  a  spokeswom- 
an. The  classes 
teach  basic  skills 
and  a  few  key 
business  phrases. 
Cost:  $2!>!)  for  30 
45-minute  classes. 

On  the  pop  cul- 
ture front,  mean- 
while, the  Vietna- 
mese-made movie 
Scent       of  tin 

<  rreen  Papaya  is  captivat- 
ing audiences.  And,  not  to 
miss  a  trend.  Seventh  Av- 
enue is  draping  models  in 
pricey  silk  versions  of 
Vietnamese  peasant  garb 
and  sun  hats.  □ 


DRAWN  AND  QUARTERED 

^     Pc  Wfc  W2HT  To 
irtcLuPe  3N  eXTf?a  $\.oo 
To  HeLP  THe  fboi?  £26L£ 
CPMPEWY  BuiLP  Ttfft 
iNPoKMaTpN  HiSHWaY? 


TO  ERR. 


THE  GRIMMEST 
TAX  NEWS  OF  ALL 


As  tax  time  nears,  it's  nice 
to  know  you  can  always 
depend  on  those  crisply  offi- 
cial forms  to  document  your 
income— the  W-2  from  your 
employer,  the  1098  from  your 
mortgage  lender,  the  1099 
from  your  bank.  That's  what 
Charleston  County  (S.  C.)  civ- 
il servants  thought  until  they 
opened  their  W-2  envelopes 
recently.  The  forms  said  they 
were  dead:  For  1,500  county 
employees,  the  "deceased"  box 
was  marked  with  an  "X." 

li  se< 'ins  i  hat  i  lie  computer 
making  out  the  W-2s  complet- 
ed the  entry  for  a  worker 
who  had  died,  then  kept  go- 
ing for  all  the  live  ones.  Coun- 
ty Controller  Harold  Bisbee 


says  he  checked  the  fori 
fore  they  were  sent  o| 
failed  to  notice  the  I 
"There  are  no  more  tha| 
or  five  people  alive"  in  < ju 
government,  Bisbee  ma 
Charleston  County  regel 


ed  the  W-2s  at  a  c(| 
$ti()0— and  who  knows! 
much    Ttvi/ight  Zone 
angst  among  the  emploij 
Fred 


THE  BIG  PICTURE 


WHO  MAKES  THE  BEST  PRODUCS 


FOOTNOTES 


fota  tortilla  industry  sales  in  1980:  $300  million.  In  1990:  $1.5  billion.  In  1995  (est,)  $3  billion 
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DISTINGUISHED 
SERVICE 


A  reputation  for  great  service  doesn't  just  happen.  It  begins  with  a  total  corporate  dedication. 
)viding  the  best  service  possible  is  the  American  Express  mission — at  every  level  of  the  company.  From  our 
lality  University  where  customer  service  is  the  core  of  all  training,  to  a  Service  Center  dedicated  solely  to 
?eting  the  unique  needs  of  business  customers,  to  the  annual  "Great  Performers"  awards  for  those  who 
)ve  they  can  work  miracles.  It's  this  commitment  that  distinguishes  exceptional  service  from  merely  good. 
HI  Travel  It's  a  commitment  you  deserve. 


Management 

Services  ^ 


The  American  Express'6'  Corporate  Card.  It's  all  business. 


993  American  Express  Travel  Related  Services  Company,  Inc 


What 

World-class  performance  is  what  the  Olympic  Games 
are  all  about.  No  wonder  OS/2  is  at  the  heart  of 
the  Olympic  Games  Results  System  that  covers  just 
about  every  event  you  can  imagine. 

Faster  than  you  can  spell  Lillehammer— actually, 

faster  than  you 
can  even  say 
Lillehammer— 
an  0S/2-based 
system  helps 
track,  record, 

process  and  then  post  results  to  venue  scoreboards, 
TV  and  radio  commentators,  press  agencies,  news- 
papers, magazines  and  other  inlormation  outlets. 
Industrial-strength  OS/2  programs  like  DB2/2™ 
Communications  Manager/2,  CICS/2 ™  and  others 
work  together  to  accomplish  a  task  that  would 


BAM 

ES  -   1000M  -  CLASSEMENT 

PRC 

)U  . 

1  . 

BLR  I  ME  RONNIE 

USA 

21 

30 

2  . 

FAATINK  S. 

NEB 

22 

60 

3  ■ 

YAMRMOTO  SEIKO 

JPN 

22 

63 

4  . 

RAUCH  ANGELA 

GER 

24 

11 

5. 

GOETHE  S. 

NEB 

24 

21 

6  . 

LAROCCO  LINDA 

USA 

25 

21 

'  'BIS 

CH  D •  GER 

■"'ANY 

BABY  E-  RUT 

17 

1 

bring  lesser  operating  systems  to  their  /  kr 
But  instead  of  merely  skating  by,  f^r  OS, 
above.  That's  why  anywhere  the  competitk 
fierce,  you'll  find  PCs  riding  on  OS/2. 

With  OS/2,  you  can  bring  world-class 
performance,  power  and  reliability     ,  I 
to  all  your  DOS,  Windows™  and 
OS/2  programs.  OS/2's  pre 
emptive  multitasking  not 
only  lets  you  run  more 
than  one  program  at 
a  time,  it  has  an 
impact  on 


invent 


dia  that  you  can  really  see.  And 
d  give  the  object-oriented  ^ 
ce  Shell™  user  interface 
res  for  making  it  easier 
r  to  use  your  PC. 
5e  Olympic  Winter  Games 
Cs  everywhere,  OS/2  is 
'  worth  its  weight  in  gold, 
ention  silver  and  bronze.  To  order  or  to 
more  about  OS/2,  call  1  800  3-IBM-OS2. 

From  Norway  to 
your  way,  when  you 
want  results,  you 
want  OS/2. 


isn 


In  Ca... 

4& 


preloaded  on  your  next  PC. 

If  you  have  Windows  3.1,  ask  about  OS/2 
for  Windows.  OS/2  2.1  and  OS/2  for  Windows 
are  also  available  at  local  software  dealers. 

Operate  at 

a  higher  level." 


eated  by  LINTAS  and  got  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM  and 
tered  trademarks  and  Workplace  Shell.  "Operate  at  a  higher  level.'  DB2/2  and  CICS/2  are  trademarks  of  International  Business 
)oration  Windows  is  a  trademark  of  Microsoft  Corp  ©1994  IBM  Corp 


'OQO  J 

Lillehammcr'94 


Official  Sponsor 
of  the  1994  Olympic 
Winter  Games 
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POLITICAL  APPOINTEES  ARE 
CRIPPLING  THE  CIVIL  SERVICE 

Your  article  "A  skilled  promoter— or 
just  a  Ron  Brown  crony?"  (Top  of 
the  News,  Feb.  21)  jumped  out  at  me.  I 
worked  in  export  promotion  for  the  U.  S. 
Commerce  Dept.  when  it  had  no  political 
appointees  at  the  secretarial  level.  When 
I  left  the  department,  there  were  a  total 
of  '2'.)  political  appointees  at  that  level. 

The  politicizing  of  export  promotion, 
which  has  been  typical  of  all  govern- 
ment, closes  off  high-level  positions  to 
which  the  career  civil  service  worker 
could  one  day  aspire.  Instead,  it  brings 
in  people  who,  for  the  most  part,  are  un- 
qualified for  the  positions  to  which  they 
are  appointed. 

These  conditions  have  reduced  mo- 
rale within  the  civil  service  sector  be- 
yond imagination.  The  public  knows 
very  little  of  the  practice  of  politicizing 
the  government,  and  the  critics  largely 
ignore  its  malignant  effect.  Forget 
waste,  fraud,  and  abuse  so  often  cited  as 
a  problem  within  government.  The  real 
problem  is  the  proliferation  of  incompe- 
tent "managers." 

Not  until  80%  of  these  positions  are 
eliminated  will  we  have  a  chance  for  ef- 
fective government.  The  change  will  re- 
sult only  from  a  revolution  at  the  ballot 
box,  such  as  the  Ross  Perot  phenome- 
non. Until  then,  the  outcomes  of  Presi- 
dential elections  have  little  meaning  for 
the  operations  of  government. 

Ben  Mathes 
President 
American  Export  Assn. 

Houston 


THE  RIGHT  WAY 

TO  USE  RICO  

■  usually  agree  with  Paul  Craig  Roberts' 
I  essays,  and  I  too  am  concerned  about 
the  potential  for  broad  interpretation  of 
the  "criminal  gang"  crime  bill  provision 
and  deplore  abuses  of  Rico.  But  Rob- 
erts was  way  off  base  when  he  wrote: 
"There's  no  substantive  difference  be- 
tween civil  rights  protesters  blocking 
lunch  counters  and  abortion  protesters 
blocking  clinics"  ("So  vou  say  you're  not 


a  gang  member?  Read  on,"  Ecoil 
Viewpoint,  Feb.  21). 

The  comment  is  demeaning  bol 
those  people  who  struggled  for  1 
right  to  eat  at  those  lunch  counter! 
to  those  who  now  suffer  from  an  I 
nized  effort  to  deny  personal  legal  )1 
through  verbal  intimidation,  invasi 
privacy,  bombings,  and  murder.  W| 
er  from  the  Mafia  or  antichoice  t(| 
ists,  those  tactics  are  exactly  what! 
is  intended  to  combat,  and  I  than! 
U.  S.  Supreme  Court  for  their  Jal 
ruling. 

Vernon  P.  Ell 
Los  Arl 

■  live  in  Tempe,  Ariz.,  and  wel 
I  some  laws  that  make  it  illegal  tol 
gang  clothing  to  public  events  il 
city.  The  laws  are  only  enforcdi 
street-gang  members.  However,  thin 
the  laws  are  written,  members  of  a 
fessional  organization  could  be  arrl 
for  wearing  a  pin  that  identifies  I 
group  membership. 

This  is  exactly  what  happened! 
the  Rico  laws.  Congress  wrote  the! 
laws  to  be  enforced  on  only  the  II 
and  originally  they  were.  But  overl 
some  sharp  lawyers  saw  that  ihm 
laws  could  be  enforced  against  an 
as  the  recent  use  of  RICO  on  the  pi 
forces  shows. 

Tim  1 

TempeJ 

THE  DARK  SECRET  BEHIND 
CHINA  EVERBRIGHT'S  FORTUNES 

In  reference  to  '"Red  capitalists'  (I 
takeover  trail"  (International  Busp 
Feb.  14),  you  highlight  the  founcjiS 
case  of  China  Everbright  Holding:! 
and  its  subsequent  recovery.  But  1 
course  of  your  review,  I  found  the  j| 
ence  to  the  political  loyalties  of 
bright's  former  chairman  to  be  a 
cold  statement  about  the  realities 
na's  human  rights  priorities. 

If  former  Chairman  Wang  Gu 
ing's  business  acumen  was  questi( 
or  weak,  then  a  new  and  more  a 
manager  was  certainly  needed.  I 
state  that  one  aspect  of  Wang's  do 
was  that  he  also  chose  to  suppo 
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treat  symptomatic  benign  enlarged  prostate: 

tally  one  medicine  can  shrink  the  prostate. 
PROSCAR. 

(FINASTERIDE) 

til  recently,  there  wasn't  a  med- 
le  that  could  help  the  condition 
jwn  as  symptomatic  benign 
state  enlargement  or  BPH.  But 
v  there  is  PROSCAR,  the  first  oral 
scription  medicine  that  can 
ink  an  enlarged  prostate. 

wevei]  it  is  important  to  know  the 
owing:  PROSCAR  doesn't  work 
everyone.  Even  though  your 
state  may  shrink,  you  may  not 
an  improvement  in  urinary  flow 
•yrnptoms.  And  you  may  need  to 
p  PROSCAR  for  6  months  or  more 
ee  whether  it  helps  you. 

)w  PROSCAR  can  shrink  an 
enlarged  prostate. 

a  man  ages,  a  key  hormone  can 
p  cause  the  prostate  to  grow. 
•SCAR  actually  blocks  the  pro- 
tion  of  this  hormone,  so  it  helps 
ink  the  prostate  to  a  smaller 
;  in  many  men.  As  a  result, 
le  men  treated  with  PROSCAR 
erience  an  increased  urinary 
v  and  an  improvement  in  uri- 
y  symptoms. 

Why  you  should 
see  your  doctor  soon. 

ir  doctor  has  several  options  for 
treatment  of  symptomatic 
H:  watchful  waiting  (monitor- 


rostate  surrounds  part  of  the  urethra,  the  tube  that 
s  urine  from  the  bladder.  As  the  prostate  enlarges, 
squeeze  the  urethra  and  cause  urinary  problems. 


ing  the  condition  with  regular 
checkups),  medication,  or  surgery. 
It's  important  to  see  your  doctor 
because  the  problem  doesn't  usual- 
ly get  better  by  itself.  In  many 
cases,  the  prostate  continues  to 
enlarge  and  the  symptoms  may 
get  worse.  So  if  your  urinary 
symptoms  are  bothering  you,  have 
your  family  doctor  or  a  urologist 
assess  your  condition  and  ask  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you. 

It  is  also  important  to  have  regu- 
lar checkups.  While  benign 
prostate  enlargement  is  not  cancer 
and  does  not  lead  to  cancer;  the 
two  conditions  can  exist  at  the 
same  time. 


Remember,  only  a  doctor  can  eval- 
uate your  symptoms  and  their  pos- 
sible causes.  So,  if  your  urinary 
symptoms  are  bothering  you,  don't 
wait  any  longer.  You  may  find  that 
your  enlarged  prostate  can  be 
made  into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
Proscar,  call  1-800-635-4452 
today. 

TABLETS 
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Please  see  patient  information  on  the  following  page. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-evedi 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  vour  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
vour  doctor.  You  and  vour  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50.  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  vou  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him.  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  mav  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  idihvdrotestosteronei.  which  is 
a  major  cause  of  prostate  growth.  Low  ering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  XOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  16' 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you.  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery 
What  vou  need  to  know  while  taking 
PROSCAR 

•You  must  see  vour  doctor  regularlv. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs.  PROSCAR  mav  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  lor  inability  to  have  an  erec- 
tion! and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4ri 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  awav  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR  ( Finasteride i 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function.  Rarely,  some  men  have 
reported  breast  swelling  and  or  tenderness 
or  allergic  reactions  such  as  lip  swelling 
and  rash. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer  I.  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 
•About  prostate  specific  antigen  (PSA). 
Your  doctor  mav  have  done  a  blood  test  called 
PSA  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 
•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  bv  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 
Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  vou  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing 
her  to  your  semen  (discuss  this  further 
with  your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become  preg- 
nant must  not  handle  broken  tablets  of 
PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  applv  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  vour  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
mav  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION'  .ABOUT 
PROSCAR'  AND  BPH.  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION.  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


1^1  MERCK 

E  1994.  Merck  &  Co.,  Inc. 
West  Point.  PA  19486 
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CORRECTIONS  &  ClARIHCATKK 

Contrary  to  the  statement  in  "B-g 
King,  da.  Steel  mills,  nyeC  (Up  la 
Feb.  21),  former  Secretary  of  a 
Henry  Kissinger  has  not  set  up  M 
to  help  U.S.  companies  in  Russi;. 


"Emergency  sur- 
gery for  U.  S. 
Surgical"  (In  Busi- 
ness this  Week, 
Mar.  7)  featured  a 
chart  with  incom- 
plete prices  for 
U.  S.  Surgical  and 
Johnson  &  John- 
son. Here  is  the 
corrected  chart. 


"A  triple  axel  for  CBS  Sports"  (TM 
the  News,  Mar.  7)  incorrectly  si 
that  Florida  State  University  fol 
games  will  be  broadcast  by  CBS  m 
a  new  contract  that  takes  effoj 
1996.  In  fact,  Florida  State  is  a  I 
ber  of  the  Atlantic  Coast  Confeil 
and  its  games  will  continue  l| 
broadcast  by  ABC. 


students  involved  in  the  Tiami 
Square  protest/massacre  is  chilling 
it  raises  several  questions. 

Most  important,  in  a  business! 
ronment  in  which  quanxi— connec'i 
are  so  vital,  Wang's  supposed  "liaS 
might  be  a  sign  that  China's  btl 
and  political  deals  remain  too  (I 
linked.  Thus,  to  associate  oneseli 
human  and  civil  rights  issues  (I 
government  leaders  still  treat  as  I 
ing  and  unwelcome  concerns  (fl 
West  i  can  be  fatal  to  one's  businefJ 
career. 

David  Eih 
St.. 

WHAT  SEGA 

CAN  LEARN  FROM  PEPSI  

According  to  vour  story  "Sega'l 
er  Story.  Feb.  21),  the  $4  I 
company  is  making  a  risky  pusl 
the  exploding  world  of  high-tech  I 
tainment. 

Sega  seems  to  be  losing  focus.  I 
the  company  focused  on  archrivcJ 
tendo,  Sega  grabbed  market  share! 
year.  Now  it  seems  that  Sega  trie:l 
all  things  to  all  people. 

Sega  should  have  learned  from! 
Co's  mistakes.  Once,  Pepsi  was! 
successful  by  focusing  on  Coke.  9 
out  of  heaven,  the  days  of  "A  ne1! 
eration"  were  over.  Today,  Pepsi 
to  be  all  things  to  all  people  wil 
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CONSERVATION 

THROUGH 

E  DUCATIO^ 


The  more  our  children 
know  about  the  natural  world 
around  them,  the  more  likely  they  will  be 
to  preserve  and  protect  it. 


WE'RE  FACING  A  CRISIS  IN  EDUCATION.  In 
1992,  U.S.  13-year-olds  ranked  13th  out  ol  L5 
countries  in  science  ability.  And  almost  70%  of 
U.S.  elementary  school  teachers  spent  less  than 
two  hours  a  week  on  science.  Unless  children  are 
informed,  their  natural  curiosity  and  interest  can 
fade  and,  with  time,  they  may  cease  to  notice  the 
wonder  of  the  world  around  them. 

LEARNING  SCIENCE  HANDS-ON.  Many  children 
in  California's  Central  Valley  have  never  seen  the 
ocean.  But  this  year,  more  than  75,000  kids  from 
schools  all  over  the  state  will  visit  the  Monterey 
Bay  Aquarium  free  of  charge.  They'll  hold  sea 
creatures  in  the  palms  of  their  hands,  explore 
coastal  habitats  they  never  knew  existed -even 
become  sand  crabs  or  whales  in  innovative  and 
interactive  classroom  programs. 

TEACHERS  CAN'T  TEACH  WHAT  THEY  DON'T 
KNOW  Our  "wet  science"  program  puts  teachers 
in  the  laboratory  to  do  real  science,  and  shows 
them  how  to  make  classroom  science  more  exciting 


to  students.  These  teachers  then  take  the  process 
and  curriculum  materials  home  to  their  own  districts 
where  they  can  train  ten  more  teachers. 

IF  THEY  CAN'T  VISIT,  OUR  AQUARAVAN  CAN. 
Our  education  outreach  program  visits  schools, 
migrant  labor  camps  and  libraries  throughout 
Central  California.  In  our  specially  equipped 
Aquaravan,  we  carry  an  array  of  marine  life  and 
a  staff  that  educates,  entertains  and  excites  people 
about  Monterey  Bay  and  the  ocean  environment. 

THANKS  TO  OUR  MEMBERS.  We  devote  two 
million  dollars  each  year  to  our  education  pro- 
grams. And  the  support  we  receive  from  our 
members  helps  fund  those  programs.  In  addition 
to  the  many  benefits  and  special  privileges  they 
enjoy,  our  members  take  pride  in  knowing  they 
are  helping  to  promote  a  greater  commitment 
to  protecting  our  oceans  for  the  future.  So  join 
us.  To  find  out  more,  just  call  (408)  648-4888. 
Or  write:  Monterey  Bay  Aquarium,  886  Cannery 
Row,  Monterey,  California  93940. 


MONTGRGY  BAY 
AQUARIUM9 


The  mission  of  the  non-profit 
Monterey  Bay  Aquarium  is 
to  stimulate  interest,  increase 

knowledge  and  promote 
stewardship  of  Monterey  Bay 
and  the  world's  ocean 
environment  through  innovative 
exhibits,  scientific  research 
and  public  education. 


;  figures  don't  look  right,  you 
;ht  to  have  your  claims  examined 


Is  your  company  paying  too  much 
for  health  care?  Find  out  with  our  free 
Claims  Key  program  for  large  businesses. 
Send  three  months  of  claims  from  your 
PPO  insurance  plan,  and  we'll  show  you, 
line  by  line,  how  much  you'll  save.  So  far, 
every  company  that's  participated  has 
saved  on  medical  expenses— as  much  as 
57%.  Look  into  a  checkup  with  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
The  results  could  be  a  real  eye-opener. 
We  make  the  system  work  for  your 

CaliforniaCare  Health  Plans 


Blue  Cross  of  California 
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Is  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 
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ford  Dealers  Assn.  of  Southern  California  For  the  last 
1 1  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice    Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience  itself 
helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used  Dick  Landfield,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well  It  is,  by  far,  the  best  managed 
resort  in  Alaska.  We  look  forward  to  our  annual  return  this 
year  as  we  have  for  the  past  decade 

Norm  Creighton,  President  and  CEO 

Roberts  Electric  Nine  years  in  a  row  The  absolute  best 
time  of  our  lives  David  Waugh,  Vice  President 

Flamingo  Hilton  Las  Vegas  Fishing  at  Waterfall  is  the 
ultimate  and  I  can  prove  it.  This  year  will  be  my  sixth  return 
visit  to  this  beautiful  resort     Atmosphere,  service, 
camaraderie,  relaxation      the  Ultimate. 

Horst  Dzuira,  President 


Eddie  Bauer  Company  Our  company  is  known  for  its  fine 
reputation  for  high  quality  casual  sportswear,  gifts  and 
accessories.  Waterfall  Resort  exemplifies  the  quality 
experience  we  like  to  associate  with. 

Chloe  L  Mueller,  Manager-Corporate  Licensing 

Bumble  Bee  Seafoods  The  quality  time  spent  at  Waterfall 
with  our  customers,  food  brokers,  and  sales  representatives 
have  forged  lasting  personal  and  business  relationships; 
along  with  enabling  us  to  provide  them  with  unique  educa- 
tional insights  into  our  industry.    Bob  Nickinovich,  Director 

Huntsman  Chemical  Corporation  Waterfall  Resort  is  the 
finest  fishing  resort  in  the  world    I  bring  a  group  of  20 
guests  every  year  Jon  M  Huntsman,  CEO 

Monroe  Auto  Equipment  Company  We  have  been  taking 
customers  to  Alaska  for  the  past  five  years  and  Waterfall 
Resort  is  by  far  the  best  trip  yet    We  are  going  again  in 
1994  and  this  is  the  first  time  we  will  repeat  to  the 
same  resort.  Gary  Raines,  Area  Sales  Manager 


ATERFALI 

RESORT  li 
ALASKA 


\  Member  oj  Alaska's  Inside  Passage  Resorts 


Tear  this  page  out  and  fax  it  to  Waterfall  /  907-225-8530 
and  receive  our  special  resort  video,  hosted  by  Steve  Garvey 
or  mail  to  P.O.  Box  6440-BW,  Ketchikan,  AK  99901 

company 


state/ zip 


telephone 


INFORMATION  /  RESERVATIONS:  800-544-512! 
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Gotta  have  it"  campaign  and  the 
Crystal.  Once,  Pepsi  grabbed  mar- 
lare.  Today,  Pepsi  is  losing  share. 
;a  ought  to  learn  from  Pepsi's 

Michael  Brandtner 
Rohrbach,  Austria 

DOES  THE  PENTAGON 

SUCH  A  BIG  PURSE?  

Pentagon  budget  "is  riddled  with 
.-eption,"  as  you  say  ("The  budget: 
goals,  deceptive  means,"  Top  of 
■ws,  Feb.  21),  but  not  for  the  $30 
shortfall  that  you  talk  about, 
her,  nobody  has  yet  explained  why 
ould  blow  $280  billion  a  year  on 
ilitary  when  the  next  10  biggest 
>e  budgets  in  the  world  put  to- 
■  are  only  $250  billion,  including 
llion  for  Russia.  What  do  we  pro- 
ja  do  with  all  that?  Is  anything 
planned  that  we  don't  know  about, 
hat  another  one  of  those  "entitle- 
"  you  criticize? 

John  E.  Ullmann 
Professor  of  Management 
Hofstra  University 
Hempstead,  N.Y. 

THE  MUTUAL-FUND 

GERS  PLEASE  

Lr  editorial  "Mutual  funds  need 
jhter  rules"  (Feb.  14)  highlights 
ed  for  a  third  party  or  committee 
tect  the  small  investor, 
iose  watch  of  the  actions  of  mutu- 

managers  is  imperative,  as  we  do 
ow  how  many  others  have  violat- 

rules. 

image  of  the  entire  industry  can 
e  upheld  if  a  realistic  view  is  tak- 
management. 

Howard  L.  Bergenfeld 
New  York 

AKE 

SELL  

'Vhy  investors  should  watch  the 
.ther  Channel"  (Economic  Trends, 
4),  you  reported  on  a  study  that 
'on  average,  stock  prices  were 
er  on  sunny  days  than  on  cloudy 
You  concluded  that  "a  sunny  day 
ill  Street  still  seems  like  a  good 
i  buy  stocks."  Wrong.  It's  a  good 
)  sell  stocks.  You  want  to  buy 
on  cloudy  days,  when  the  prices 
jaker. 

Bruno  Simon 
Houston 


o  the  Editor  should  be  sent  to  Readers  Report, 
Week,  1221  Avenue  of  the  Americas,  New 
Y.  10020.  Fax  (212)  512-4721.  All  letters 

'jde  an  address  and  daytime  and  evening  tele- 

jmbers.  We  reserve  the  right  to  edit  letters  for 

id  space. 


Transfer  your  IRA  to 
Twentieth  Century 

You  want  your  retirement  to  be  the  best.  And  transferring  your  IRA  to  a 
top-performing  Twentieth  Century  no-load  mutual  fund  can  offer  you 
that  potential.  That's  because  extra  performance  in  an  IRA  now  makes  a 
big  difference  in  your  retirement  nest  egg.  Past  performance  is  no  guaran- 
tee of  future  results,  but  compare  your  current  IRA  returns  to  these: 


Top- Performing 

Funds 

FOR  YOUR  IRA 

Average  Annual  Total  Returns  as  of  December  31. 1993 ' 

10  Years 

5  Years 

1  Year         Life  of  Fund 

Select  Investors 

12.7% 

14.8% 

14.6%    17.4%  (6/30/7^ 

Vista  Investors 

12.4°° 

18.1% 

5.4%      12.5%  (11/25/83) 

Heritage  Investors 

17.2% 

20.4%    18.3%  tnno/87) 

International  Equity 

42.6%   20.7%  (5/9/91) 

Call  or  write  for  your  free  IRA  information  kit.  The  kit  contains  a  prospec- 
tus with  more  complete  information,  including  charges  and  expenses. 
Please  read  the  prospectus  carefully  before  investing. 
Our  family  of  no-load  funds  is  also  available  for  401  (k) 
and  Keogh  plans. 

Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  Missouri  64141-6200 

Investments  That  Work" 


NO  Custodial  Fees  for  IRAs  over  $10,000! 


'Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 

a  Performance  for  the  period  reported  above  corresponds  with  Twentieth  Century's  implementation  of  its  current  invest- 
ment philosophy  and  practices 


LETHAL  PASSAGE 

By  Erik  Larson 
Crown  •  272pp  •  $21 


CRY,  THE  TRIGGER-HAPPY 
COUNTRY 


When  it  comes  to  guns,  urban 
Americans  are  increasingly 
splitting  into  two  camps.  To 
owners,  guns  are  an  enjoyable  hobby 
as  well  as  protection  against  the  rapist, 
the  burglar,  the  drug-addled  maniac 
pounding  on  the  door  at  midnight.  But 
those  who  fear  guns  worry  that  they'll 
become  victims  of  handguns— in  mug- 
gings, carjackings,  or  crossfire— or  that 
their  kids  will  be  shot  at  school.  The 
two  camps  have  found  no  room  for  com- 
promise. Owners,  through  such  groups 
as  the  National  Rifle  Association,  fight  to 
keep  government  from  restricting  their 
right  to  bear  arms.  Meanwhile,  gun-con- 
trol advocates  try  to  limit  their  chances 
of  being  shot. 

As  Erik  Larson  makes  depressingly 
clear  in  Lethal  Passage:  How  the  Travels 
of  a  Single  Handgun  Expose  the  Roots  of 


America's  Gun  Crisis,  the  owners'  lobby 
so  far  has  prevailed  overwhelmingly.  It 
has  essentially  written  the  rules  for  the 
gun  trade  and  has  seen  to  it  that  the 
federal  Bureau  of  Alcohol,  Tobacco  & 
Firearms  is  bereft  of  enforcement  au- 
thority. Federal  regulations  meant  to 
keep  guns  out  of  the  hands  of  children, 
felons,  and  lunatics  are  so  riddled  with 
loopholes  that  they  provide  little  more 
than  the  false  impression  that  something 
is  being  done.  In  some  states,  you  can 
still  buy  a  handgun,  legally,  from  an  un- 
licensed individual  and  not  have  to  reg- 
ister it.  And  the  new  Brady  Act,  which 
requires  a  five-day  waiting  period  for 
handgun  purchases,  is  far  too  mild  to 
have  much  effect. 

As  a  result,  Larson  contends,  urban 
Americans  endure  a  level  of  daily  vio- 
lence practically  unknown  outside  of  ac- 


tual war.  Consider:  There  are  morel 
67  million  handguns  and  200  million  j 
overall  in  circulation  in  the  U.  S.  1 
year,  handguns  kill  23,000  people-l 
day.  Each  day,  criminals  wielding  I 
rape  33  women,  rob  575  people,  an! 
sault  1,100  more.  All  this  puts  the  1 
homicide  rate  at  21.9  per  100,000  pi 
per  year.  By  contrast,  the  rate  in  (1 
da  is  just  2.9  and  in  Japan,  0.5.  I 
Larson  lays  out  plausible  reasons! 
Americans  have  come  to  accept  thil 
surdity.  First,  dime  novels  glorified] 
Wild  West,  turning  psychopathic  kg 
into  heroes  and  their  weapons  into  I 
for  justice.  Hollywood  in  the  19401 
ploited  the  myth,  and  the  television! 
works  followed.  Civil  unrest  in  the! 
led  to  huge  increases  in  gun  purchfl 
And  millions  of  Americans  have  fa 
as  Larson  did  while  writing  the  ll 
that  shooting— "watching  the  dirt  fhl 
major  fun.  On  top  of  all  that,  thel 
gun  faction  has  chosen  a  successful  m 
egy—  fighting  restrictions  of  any  I 
Larson  might  also  have  faulted  gurl 
trol  advocates  for  their  timidity-i 
tling  for  waiting  periods  for  purchi 
for  instance,  rather  than  a  ban  on  l| 
guns. 

To  provide  narrative  structure,  L; 


Get  the  most  out  of  your  next  business  trip. 


BUSINESS 


Getting  the  most  mil  <>l  ><»ur  next  business  irip  means 
getting  more  from  your  business  hotel.  That's  why  Radisson 
Business  Class  rewards  you  with  a  wealth  of  amenities: 

l  ull  Vmerican  Breakfast 

VSAToda} 

Free  In-Room  Movie 

Complimentary  Coffee  In  Your  kuom 

Data  Port  For  Computer/Laptop  Hookup 

Free  Telephone/Computer  Line  Access  For  focal.  H00#  \nd  ('.re 

Immediate  Prioritj  Fax  Service 


Card  Calls 


So  il  you're  looking  for  a  hotel  company  that  welcomes  business  travelers 
with  an  extra  measure  of  class,  This  Must  Ik  The  /'/arc"  Just  call  your 
travel  professional  and  ask  for  Radisson  Business  Class 

Kadissm  Business  Class  is  mailable  at  participating 
Radisson  hotels  worldwide. 


Radisson 


HOTELS  INTERNATIONAL 


FOR    RESERVATIONS  WORLDWIDE 
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s  one  particular 

Cobray  M-ll/9 

its  quick-buck 
ria  manufacturer 
gh  its  1988  sale 

eventual  use  in 
lurder  of  a  Vir- 
Beach  (Va.)  high 
1  teacher  by  16- 
old  Nicholas  El- 
Larson,  a  Wall 
!  Journal  writer, 
wrote  about  the 
fbr  the  Journal 
Tie  Atlantic. 
iot  was  a  slight, 
too-bright  loner 
lought  the  deadly 
lg  but  poorly 
semiautomatic 
se  it  gave  him  a  sense  of  power. 
!ay,  lie  carried  the  gun  and  six  full 
)t  clips  in  his  backpack  to  his  pri- 

Christian  school  to  confront  the 
bully.  While  stalking  him,  he  killed 
lacher  and  critically  wounded  an- 

before  his  gun  jammed.  He  plead- 
ilty,  received  a  "life"  sentence,  and 
e  eligible  for  parole  in  2004.  The 
nd  of  the  murdered  teacher  won  a 
»00  judgment  in  a  suit  against  the 

who  carelessly  sold  the  weapon  to 


^^arson  contends  that 
urban  Americans 
endure  a  violence  level 
practically  unknown 
outside  of  war 


The  successful  lawsuit  is  the  sole  in- 
dication that  society  might  hold  anyone 
but  Elliot  to  blame.  In  a  series  of  in- 
terviews with  gunmakers,  dealers,  and 
gun-culture  low-lifes— such  as  the  Denver 
publisher  of  a  line  of  how-to  books  on 
shooting,  stabbing,  garrotting,  and  blow- 
ing up  people— Larson  finds  none  willing 
to  take  responsibility  for  the  tide  of  gun 
violence  in  America. 

Halfway  through  the  book,  Larson 
asks  a  critical  question:  "Has  gun  re- 
tailing become  simply  too  costly  a  pur- 


suit for  our  society  to  toler- 
ate?" But  Larson,  who  says 
he  doesn't  own  a  gun  .  for 
fear  his  children  would  hurt 
themselves  with  it,  backs  off 
from  the  only  rational  an- 
swer and  proposes  a  com- 
promise: Require  gun  deal- 
ers to  pass  a  test  and  keep 
accurate  records.  Make  own- 
ers register,  take  a  safety 
course,  then  pass  a  test. 
Give  the  Consumer  Product 
Safety  Commission  jurisdic- 
tion in  hopes  it  will  mandate 
safety  mechanisms  and  child- 
proofing. 

Basically,  that's  all  we  re- 
quire of  the  auto  industry. 
But  as  Larson  admits,  his 
legislative  remedies  "don't  have  a  chance 
in  hell  of  being  passed."  So  after  telling 
an  unremitting  horror  story,  Larson 
ducks  the  logical  solution— banning  all 
handguns— and  thus  ends  the  book  on 
a  note  of  despair.  How  many  buildings 
must  be  fitted  with  metal  detectors,  he 
wonders.  How  much  more  of  our  free- 
dom must  we  surrender?  How  bad  will 
it  get? 

BY  PAUL  MAGNUSSON 
Washington  Correspondent  Magnusson 
owns  several  guns. 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


on't  take  chances. ..Get  the 
mate  protection:  Back-UPS 
nAPC." 


Back-UPS 


2    5  0 


■  i 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS®  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


APC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
are  safe! 


AMERICAN  POWER  CONVERSION 

800-800-4 APC,dePt.j3 

Businessweek's  #1  Hot  Growth  Company!(NASDAQ:APCC) 


The  important  thi  111! 
is  service.  After  all,  this 
is  practically  your 
whole  life  you're 
^     toting  around. 
Luckily, 
every  Digital 
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We  have  three  impres- 
sive new  notebooks. 

Yes,  they  give  you  up 
to  33  MHz  of  i4861' 
processor  power.  Yes, 


notebook  is  backed  by 
our  three-year  limited 
warranty. 

But  you  need  your 
laptop  in  your  lap,  not  on 
somebody's  wo  rkbc  ncn. 
That's  why  we  don't  just 


That's  our 
DEC  Passport'  " 
service  program  — 
the  strongest  you  can  get. 
And  it's  free  the  first  year. 

Truth  is,  we're  giving 
you  everything  you  need 
in  a  laptop. 

A  book  so  good  you 
can't  put  it  down. 

And  coverage  so  good 
you  won't  have  to. 

Call  1-800-255-0039. 

Please  reference  BUR  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon.-Fri.  ET. 


Get  Lotus  Organizer  (up  to  $M9  value) 
Iree  when  you  purchase  any  DECpc 
425SE  notebook  by  May  31,  199-4. 


its  coverage. 


they  have  a  slot 
tor  Type  I,  1 1,  and  1 1 1 
PCMCIA  cards.  Yes, 
they  offer  monochrome, 
dual-scan  color,  or 
active-matrix  color  dis- 
plays. And,  yes,  the  price 
is  right. 

But  never  mind  all 
of  that. 


back  our  notebooks.  We 
get  them  back  to  you. 
Pronto. 

How  pronto?  From 
your  door  and  back  to 
your  door  in  as  little  as 
two  days.  That  goes  for 
hotel  doors,  motel  doors 
and  bed-and-breakfast 
doors  around  the  world. 


ta 
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Beyond  the  box. 


©  DIGI  IAI.  KQCIPMKNT  CORPORA!  ION  1994  The  DIGITAL  logo,  and  DEC  Passport  arc  trademarks,  and  Bcvond  The  Box  is  a 
service  mark,  of  Digital  Equipment  Corporation  i486  ami  the  Intel  Inside  logo  are  trademarks  ol  Intel  Corporation  Windows  and 
I'a, Mll.ru. hi  are  registered  trademarks  of  Microsoft  Corporation  Lotus  Organizer  is  a  trademark  ol  Lotus  De- clopmcnt  Corp 

•Registration  required  DKC  Passport  service  ran  be  ol.l.uned  lor  2  more  years  by  making  one  payment  ol  $49.00. 


conomic  Viewpoint 


INTED:  A  FED  THAT  DOESN'T  JUMP 
MEN  INFLATION  SAYS  'BOO' 


.ERT  KUTTNER 


U.S.  needs 
Ltral  bank 
nitted  to  low 
.  and  stable 
th.  Besides 
Blinder,  two 
t  picks  would  be 
ge  Perry  and 
i  Munnell 


UTTNER  IS  CO-EDITOR  OF  THE 
N  PROSPECT  AND  AUTHOR 
■4D  OF  LAISSEZ-FAIRE 


President  Clinton  will  soon  fill  two  vacan- 
cies, and  possibly  three,  on  the  seven- 
member  Federal  Reserve  Board.  He  can 
try  to  reassure  Wall  Street  by  appointing 
"sound"  figures  who  embrace  the  orthodoxy 
of  tight  money,  or  he  can  appoint  distin- 
guished, technically  competent  experts  commit- 
ted to  low  interest  rates  and  steady  economic 
expansion.  The  recent  behavior  of  Fed  Chair- 
man Alan  Greenspan  suggests  that  Clinton 
should  seize  the  moment  and  name  advocates 
of  low  rates  and  stable  growth. 

Greenspan  performed  well  last  year,  re- 
warding deficit  reduction  with  low  and  sta- 
ble rates,  but  he  blundered  in  early  February. 
Partly  out  of  concern  that  the  economy  might 
be  overheating  and  partly  to  reassure  money 
markets  of  his  own  anti-inflationary  zeal, 
Greenspan  first  declared  that  rates  had  to 
rise;  the  Fed  soon  hiked  short-term  rates  a 
quarter  point.  Greenspan  had  predicted  that 
raising  short-term  rates  would  calm  markets 
and  hence  bring  long-term  rates  down.  But 
precisely  the  opposite  happened.  Money  mar- 
kets, observing  the  Fed's  concern,  immediate- 
ly presumed  inflation  must  be  a  real  threat— 
and  bid  up  long-term  rates. 

The  Fed  and  the  markets  ignored  underly- 
ing economic  facts.  On  the  very  day  the  bond 
market  tanked,  the  consumer  price  index 
showed  a  zero  price  increase  for  January.  Fi- 
nancial analysts  seeking  evidence  of  inflation 
dismissed  the  CPI  and  focused  on  an  obscure 
index  of  intermediate  goods  published  by  the 
Philadelphia  Federal  Reserve  Bank— one  based 
on  a  survey  of  expectations,  not  actual  prices. 

In  a  similar  miscalculation,  well-placed  sourc- 
es say,  Chairman  Greenspan  seized  on  the  Bu- 
reau of  Labor  Statistics'  January  payroll  sur- 
vey as  evidence  of  inflation.  Greenspan 
received  this  survey  on  the  eve  of  the  Feb.  4 
rate  hike.  The  raw  data,  based  on  a  survey 
the  week  of  Jan.  9  from  200,000  reporting 
businesses,  seemed  to  show  wages  increasing 
at  a  surprising  annual  rate  of  7%.  All  other  re- 
ports showed  wages  lagging  behind  inflation. 
ARTIFICIAL  HlKES.When  BLS  economists  took  a 
closer  look  at  the  improbable  data,  they  no- 
ticed that  the  survey  also  reported  about 
100,000  fewer  jobs  than  anticipated,  and  a 
sharp  rise  in  the  average  workweek.  Evident- 
ly, during  that  snowy  week,  many  employers 
told  part-time  workers  to  stay  home.  Full- 
time workers  then  put  in  longer  hours,  and 
since  they  have  higher  earnings,  that  artificial- 
ly pushed  up  the  reported  "average"  pay.  The 
apparent  wage  inflation  was  a  statistical  glitch. 

Meanwhile,  Greenspan's  ill-timed  rate  hike 
has  become  a  self-fulfilling  prophesy.  The  Fed 


chairman  compounded  the  damage  on  Feb.  23 
when  he  told  the  House  Banking  Committee 
that  rates  might  be  raised  again,  though  he 
wouldn't  say  when.  Such  talk  only  encourages 
money  markets  to  believe  the  Fed  is  still  fear- 
ful of  inflation  and  to  repeat  a  now-familiar 
pattern:  Because  the  markets  don't  know 
when  the  other  shoe  will  drop,  or  how  heavily, 
they  demand  higher  yields  for  investing  long. 

Despite  a  robust  fourth  quarter,  wage  infla- 
tion remains  nonexistent  and  capacity  is  still 
mostly  slack.  Commodity  prices  such  as  steel, 
lumber,  and  zinc  have  inched  up,  but  their 
effect  on  raw-materials  prices  has  been  more 
than  offset  by  the  steep  drop  in  oil  prices. 
Most  economists  expect  the  first-quarter 
growth  figure  will  be  3%  to  3.5%— far  below 
the  7.5%  posted  in  1993's  fourth  quarter. 

The  real  blunder  is  not  the  rate  hike  but 
the  Fed's  way  of  implementing  it.  If  the  Fed 
thinks  it's  dangerous  for  short-term  rates  to 
lag  behind  the  inflation  rate— a  legitimate  con- 
cern—it would  be  far  better  to  announce  a 
one-time  rate  hike  and  then  to  keep  rates 
steady.  Instead,  Greenspan  is  given  to  Del- 
phic utterances  and  endless  gradualism,  which 
only  spooks  markets  and  produces  higher- 
than-necessary  long  rates. 
smart  choices.  The  Fed  needs  a  different 
philosophy  of  monetary  management,  one  that 
doesn't  panic  markets  and  sabotage  growth 
by  imagining  phantom  inflation.  Clinton  can 
contribute  by  choosing  his  appointees  wisely. 
White  House  economist  and  former  BUSINESS 
week  columnist  Alan  Blinder,  said  to  be  Clin- 
ton's choice  for  Fed  vice-chairman,  would  be 
perfect.  He  is  moderately  Keynesian  and  wide- 
ly respected. 

Two  other  smart  choices  would  be  Brook- 
ings economist  George  L.  Perry,  also  on  the 
short  list,  and  Assistant  Treasury  Secretary 
Alicia  H.  Munnell,  who  logged  experience  in 
the  Federal  Reserve  system  as  chief  economist 
for  the  Boston  Fed  Bank.  Munnell,  however,  is 
said  to  be  a  reluctant  candidate.  If  White 
House  talent  scouts  seek  another  woman  can- 
didate, they  should  avoid  the  Administration's 
unfortunate  habit  of  sometimes  letting  gen- 
der trump  philosophical  compatibility.  It  would 
be  a  shame  if  the  worthy  goal  of  affirmative 
action  led  to  another  tight-money  hawk  who 
happened  to  be  female. 

A  Fed  majority  committed  to  stable  and 
low  rates  would  be  tonic  for  the  economy. 
Markets  might  react  nervously  to  such  ap- 
pointees at  first,  but  once  the  board's  course 
was  clear,  markets  would  take  their  cue  from 
actual  policy.  Nothing  less  than  stable  growth 
is  at  stake.  Clinton  must  not  flinch. 


;  VIEWPOINT 
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Imagine  what  it  wi 


The  Pentium™  processor  will 
have  an  amazing  effect  on  your 
favorite  applications. 

For  starters,  you'll  be  able 
to  access  them  much  faster.  And 
even  your  most  demanding  soft- 
ware will  respond  quickly  to  your 
points  and  clicks.  Pentium  processor  performance 
also  means  no  waiting  for  graphics,  charts  and 
pictures  to  appear  on  screen.  They'll  just  be  there. 


All  the  leading  manufacturers  have  introduc 
designs  based  on  the  Pentium  processor,  and  the: 
are  not  your  average  PCs.  In  addition  to  enhanc 
ments  such  as  more  RAM  and  larger  hard  drive 


mm 


The  Intel  iCOMP"  Index  of  Relative  Processor  Performance 


ii 

Pentium'"  Pritcessor-66  iak 
Pentium  Processor-60 
lnieIDX2™66  ■ 
[ntelDX2  50  m 
i486~DX-33 
i486  SX-33 
i486  SX-25 


For  best  software  performance  choose  a 
processor  with  a  higher  iCOMP 1 M  index. 


©1994  Intel  Corporation  'Souree  ICOMP  A  Simplified  Me.iMire  of  Relative  Intel  Microprocessor  Performance,  Intel  Corp..  IW2 


i)  for  your  software. 

j  y  feature  important  design  improvements  like 
j  PCI  local  bus.  That  means  they  can  handle  the 
1 1  innovative  technologies,  including  applica- 
ils  like  Intel's  new  ProShare™ document  and  video 
t|  erencing  software. 

J  And  the  best  news  is  that  these  systems  are 
i  lable  today,  at  surprisingly  affordable  prices, 
j  Finally,  because  it's  an  Intel  Inside'51  processor, 
H  can  be  assured  the  Pentium  processor  is  com- 
&  Die  with  all  the  software  written  for  the  PC. 


Whether  it's  everyday  word  processing  software, 
or  CD-ROM  multimedia  applications. 

So  don't  leave  it  to  your  imagination.  See  for 
yourself  how  your  software  responds  to  the  power 
of  the  Pentium  processor.  For  more  information, 
call  1-800-395-7009,  Ext.  114. 
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EDITED  BY  PAUL  MAGNUSSON 

WHY  THE  SOARIHG  YEH 
HASHT  HARROWED 
THE  U.S.  TRADE  DEFICIT 


These  days,  amid  all  the  good  econom- 
ic news  on  low  inflation  and  surging 
gross-domestic-product  growth,  Ameri- 
ca's worsening  trade  deficit  with  Japan 
sticks  out  like  a  sore  thumb.  And  trade 
relations  between  the  world's  two  larg- 
est economies  aren't  getting  any  better 
with  the  breakdown  of  talks  between 
the  Clinton  Administration  and  Hoso- 
kawa  government.  Even  if  the  two  war- 
ring titans  find  room  for  compromise, 
the  gap  is  unlikely  to  improve  anytime 
soon,  according  to  a  recent  analysis  by 
economists  at  Chemical  Bank  Corp.  The 
reason:  Japan's  trade  surplus  with  the 
U.  S.  is  rooted  in  Japan's  languishing 


THE  TRADE  GAP  GROWS 
DESPITE  A  WEAK  DOLLAR 


DEC.  31 
A  YEN  PER  DOLLAR 

DAW:  DRI/McGRAW-HIll,  COMMERCE  DEFT 


MAR.  1 


economy  and  not  barriers  to  "such  cut- 
ting-edge U.  S.  exports  as  commercial 
jet  aircraft  and  pharmaceuticals."  At  the 
same  time  that  recession-battered  Japa- 
nese consumers  and  businesses  are  buy- 
ing fewer  imported  go<xls  from  the  U.  S., 
a  resurgent  U.  S.  economy  is  pulling  in 
ever  more  imports  from  Japan. 

Japan's  weak  economy  also  helps  ex- 
plain a  puzzle  that  has  been  troubling 
economists  over  the  past  year  at  least: 
Why  hasn't  the  surging  yen  reduced  the 
trade  deficit?  Typically,  a  strengthening 
currency  in  the  nation  running  a  trade 
surplus  is  supposed  to  ameliorate  trade 
deficits  by  making  the  surplus  country's 
exports  more  expensive.  But  that  just 
hasn't  happened  with  the  U.  S.  and  Ja- 
pan (chart).  Since  1990,  the  merchan- 
dise trade  balance  with  Japan  has  gone 
from  -$41.1  billion  to  -$59.3  billion  in 
1993  at  the  same  time  that  the  ven  went 


from  150  to  104  to  the  dollar.  And  this 
experience  sharply  contrasts  with  Eu- 
rope in  the  1980s.  Then,  a  falling  U.  S. 
dollar  engineered  by  the  Reagan  Ad- 
ministration in  late  1985  turned  a  deep 
bilateral  U.  S.  deficit  into  an  impressive 
surplus. 

The  Chemical  economists  maintain 
that  in  the  1980s,  a  dollar  devaluation 
was  coupled  with  a  capital-spending 
boom  in  Europe.  Since  capital  goods  are 
America's  strongest  export  suit,  the  one- 
two  punch  was  effective  in  eliminating 
the  trade  deficit  with  Europe.  But  in 
Japan,  capital  spending  has  been  plung- 
ing along  with  that  country's  economy. 
The  implication  is  clear:  The  fastest  way 
to  reduce  the  trade  deficit  is  to  get 
Japan's  economy  growing  again. 


ASIA'S  MANAGERS 
ARE  RAKING  IH 
THE  RAISES 


The  Pacific  Rim  is  booming,  and  man- 
agers and  professionals  in  Asia  are 
looking  at  hefty  pay  hikes.  Although 
overall  salary  levels  are  lower  than  in 
the  U.  S.,  many  managers  throughout 
much  of  Asia  are  likely  to  receive  far 
larger  salary  increases  this  year  in  per- 
centage terms,  after  adjusting  for  infla- 
tion, than  similar  employees  in  either 
North  America,  Europe,  or  much  of  Lat- 
in America,  according  to  a  recent  re- 
port by  William  M.  Mercer  Inc.,  the  em- 
ployee-benefits consultant.  In  its  survey 
of  30  countries,  real  average  pay  hikes 
for  management  in  Indonesia,  Japan, 
Malaysia,  Singapore,  and  Taiwan  will  be 
about  double  the  rate  of  inflation.  In 
Thailand,  real  salary  increases  for  man- 
agement will  range  from  11%  to  13%. 
In  rapidly  growing  Asian  economies, 
management  talent  is  in  short  supply, 
and  companies  are  bidding  up  prices. 
By  contrast,  in  the  U.  S.  and  Canada, 
managers  buffeted  by  corporations'  re- 
structuring mania  will  only  beat  inflation 
by  one  percentage  point  or  less. 

By  Christopher  Farrell  in  Xew  York 


CLINTON  S  HEALTH  PLAN 

COULD  TAKE 

A  SCALPEL  TO  JOBS 


While  President  Clinton's  ambitious 
health-care  reform  plan  is  in  trou- 
ble on  Capitol  Hill,  its  vocal  critics 
among  policy  analysts  have  been  sur- 
prisingly silent  on  its  potential  job  im- 
pact. The  reason  is  most  economic  anal- 
yses of  Clinton's  plan  conclude  that 


reform  will  have  little  net  impact  oil 
growth,  prices,  and  other  broad-b| 
economic  variables.  Even  the  ConJ 
sional  Budget  Office,  which  concll 
that  reform  would  cost  the  governa 
$133  billion  more  than  the  Adminil 
tion  predicted  by  2000,  waved  off 
cal  charges  that  the  President's 
would  destroy  many  jobs. 

Yet  a  new  analysis  from  DRi/McCj 
Hill,  the  economic  consulting  fin 
verely  undercuts  the  sanguine  conse 
dri  economists  calculate  that  botl 
higher  taxes  and  employer  mandat 
pay  for  workers'  insurance  require 
the  Clinton  plan  would  cost  the  eco 
some  300,000  jobs  over  the  next 
years.  The  dri  analysis  also  argues 
the  White  House's  plan  to  sqi 
health-care  costs  will  result  in  bad 
rationing.  Caps  on  insurance  prem 
will  cut  the  medical  care  availab 
Americans  by  almost  $150  billion  in 
and  DRI  says  little  of  the  savings 
come  from  increased  efficiency.  Ins 
the  study  says,  spending  caps  v 
eliminate  care  that  Americans  wai 
By  Mike  McNamee  in  Washi 


BABY  BOOMERS  ARE 
FATED  TO  FATTEN  UP 
THEIR  PIGGY  BAHKS 


Many  economists  believe  that 
ings  patterns  inevitably  cl 
over  one's  lifetime.  The  so-called  li 
cle  theory  of  savings  holds  that 
young  people  are  thrust  into  adult 
they  spend  more  than  they  make, 
rowing  huge  sums  to  pay  for  h< 
furnishings,  and  cars.  With  the  on; 
middle  age,  these  spendthrifts  begii 
ing  more  as  retirement  comes  close 
so  do  bills  for  college  education. 

Now.  there's  new  evidence  to  su 
this  demographic  theory  of  saving: 
cording  to  a  recent  survey  by  the: 
ployee  Benefit  Research  Institutt 
the  Gallup  Organization,  more  A 
cans  overall  would  prefer  higher 
salaries  or  convertible  company-o 
stock  than  a  boost  in  their  empl 
provided  retirement  benefits.  Tho 
voring  bigger  paychecks  or  core 
stock  awards  outnumber  those  wa 
more  retirement  benefits  by  52%  tx 
But  the  percentages  change  dram; 
ly  depending  on  age.  Among  those 
18  to  34,  29%  preferred  cash,  bu' 
15%  of  those  aged  55  and  over  w 
the  immediate  reward.  These  r< 
"reinforce  the  often  stated  beliell 
savings  rates  will  increase  as  the  I 
boom  generation  ages,"  says  EBRI 
dent  Dallas  L.  Salisbury. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FULL  HEAD  OF  STEAM 
CHOKING  THE  BOND  MARKET 


If 


:  REVISIONS  TO 
m-QUARTER  GDP 

tTERlY  CHANGE,  ANNUAL  RATE 


ow!  The  U.  S.  economy  grew  at  a  blistering 
7.5%  annual  pace  in  the  fourth  quarter  of  last 
year,  the  best  showing  in  nearly  a  decade, 
j  Commerce  Dept.  had  said  earlier  that  real  gross 
sfcic  product  had  posted  an  already  solid  5.9%  gain 
uarter.  The  revision  was  the  largest  in  almost  six 
.  Growth  during  the  past  two  years  is  now  3.6%  an- 
r.  That's  slightly  better  than  the  3.5%  average  pace 
%  the  robust  expansion  of  the  1980s. 

Stronger  readings  for  net  ex- 
ports and  consumer  spending  ac- 
counted for  80%  of  the  revision. 
A  smaller  trade  deficit  was  re- 
sponsible for  60%,  as  exports 
grew  more  than  previously  meas- 
ured and  as  imports  rose  less. 
As  for  consumers,  instead  of  lift- 
ing their  spending  by  4%,  they 
raised  it  by  4.6%. 

Good  news,  right?  Not  for  the 
bond  market.  Growth  that  strong 
suggests  that  the  economy  had 
plenty  of  momentum  heading 
into  the  first  quarter  of  1994, 
only  reinforces  the  bond  market's  fears  that  the 
my  is  getting  closer  to  an  inflationary  flashpoint. 
Mar.  1,  the  GDP  number,  plus  an  ugly  report  from 
ition's  purchasing  managers  showing  a  surge  in  in- 
al  prices,  added  more  fuel  to  the  recent  sell-off  in 
(table).  The  yield  on  30-year  Treasuries  hit  an 
lay  high  6.80%,  a  level  not  seen  in  nine  months, 
ell-off  continued  on  Mar.  2,  but  bonds  finally  closed 
ower  at  6.77%,  and  bond  markets  around  the  world 
ider  heavy  selling  pressure  (page  26). 
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The  credit  markets  also  fear  further  rate 
hikes  by  the  Federal  Reserve.  But  de- 
spite Fed  Chairman  Alan  Greenspan's 
stated  reason  for  Fed  tightening— to  fight 
)n  in  the  future,  not  in  the  present— the  debt  market 
i  sure  that  the  Fed  knows  something  about  present 
on  that  the  market  doesn't.  That's  just  not  true, 
bond  market  may  well  be  in  a  lather  over  nothing, 
it  chose  to  ignore  on  Mar.  1  was  the  tame  inflation 
srs  contained  in  the  fourth-quarter  GDP  report.  The 
xed-weight  price  index,  one  of  the  broadest  inflation 
ires,  placed  yearly  inflation  at  2.8%,  the  lowest  rate 
en  years.  Another  gauge,  the  implicit  price  deflator, 


SLOWER  GROWTH, 
HIGHER  PRICES 


pegged  inflation  at  2.2%,  the  lowest  since  the  mid-1960s. 

The  bond  market  also  pushed  aside  fresh  evidence  that 
economic  growth  this  quarter  is  slowing  down  from  last 
quarter's  heady  pace.  That  much  seemed  clear  from  the 
February  purchasing  managers'  index  and  from  January 
data  on  home  sales  and  overall  construction  outlays. 

To  be  sure,  the  fourth-quarter  burst  of  economic  growth 
was  no  fluke.  It  was  broadly  based  and  fueled  by  gains  in 
personal  income,  corporate  profits,  low  interest  rates, 
and  a  pickup  in  foreign  demand.  And  the  economy  does 
have  momentum.  But  the  growth  spurt  doesn't  mean 
that  inflation  is  about  to  heat  up. 

I THE  PACE  To  begin  with,  first-quarter  growth  is 
APPEARS  slowing,  probably  to  about  3%.  In  Janu- 
TO  BE  arV)  the  three  sectors  that  accounted  for 

EASIHG  UP  34%  0f  fourth-quarter  growth— consumer 
spending,  business  investment  in  equipment,  and  housing- 
all  started  the  first  quarter  more  moderately.  Also,  the 
fourth-quarter  surge  in  exports,  helped  by  a  large  one- 
time shipment  of  aircraft,  is  not  sustainable  given  the 
continued  weakness  in  the  ma- 
jor economies  abi*oad. 

Also,  the  manufacturing  sec- 
tor does  not  appear  to  be  as  pep- 
py as  it  was  last  quarter.  Al- 
though durable  goods  orders 
jumped  3.7%  in  January  for  the 
sixth  rise  in  a  row,  big  gains  in 
aircraft  and  military  bookings 
more  than  accounted  for  the 
overall  increase.  Those  two  sec- 
tors make  up  less  than  10%  of 
the  total,  but  excluding  them,  January  orders  actually  fell. 

Moreover,  shipments  of  nonmilitary  capital  goods,  an  in- 
dicator of  equipment  investment  in  the  GDP  numbers, 
dropped  3.8%  in  January.  Demand  began  the  first  quarter 
barely  above  its  fourth-quarter  level,  suggesting  that 
equipment  spending,  up  at  a  25%  annual  rate  last  quarter, 
will  make  less  of  a  contribution  to  GDP  this  quarter. 

Looking  at  February,  the  National  Association  of  Pur- 
chasing Management  reported  that  its  index  of  industrial 
activity  dipped  a  bit,  from  57.7%  in  January  to  56.6%.  The 
decline  mainly  reflected  a  slower  pace  of  orders  and  pro- 
duction, says  the  napm. 

What  rattled  the  bond  market,  though,  was  a  second 
sharp  rise  in  the  NAPM's  price  index  (chart).  This  price  in- 
dex rose  to  67%,  the  highest  since  October,  1990.  Howev- 


JAN.  '93  FEB.  94 

▲  PERCENT  REPORTING  IMPROVEMENT 
DATA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 
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CONSUMER  SPENDING: 
STILL  HOLDING  UP 


■  n 


'93  94" 
▲  PERCENT  CHANCE,  ANNUAL  RATE 
-BASED  ON  JANUARY  DATA 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


er,  these  prices  are  mainly  industrial  commodities,  such  as 
basic  metals,  linerboard  for  corrugated  containers,  and  var- 
ious chemicals.  Also,  this  is  a  diffusion  index,  which  is 
meant  to  report  the  breadth  of  price  hikes,  not  how  much 
or  how  fast  prices  are  rising. 

Price  increases  for1  basic  mate- 
rials are  not  unusual  as  the  man- 
ufacturing sector  picks  up.  They 
are  more  a  reflection  of  rising 
demand  than  potential  inflation. 
Also,  most  of  these  prices  are 
up  from  very  depressed  levels, 
as  the  NAPM  pointed  out.  They 
would  have  to  rise  far  higher  be- 
fore becoming  a  worrisome  in- 
flation signal. 

Moreover,  passing  these  higher  costs  to  wholesalers,  re- 
tailers, and  consumers  will  be  difficult.  That's  because 
of  increasing  resistance  to  higher  prices,  especially  at 
the  consumer  level,  and  because  stiff  global  competition  is 
enforcing  a  new  pricing  discipline  on  U.  S.  producers. 

TOO  COLD  Other  signs  of  a  cooler  economy  this  quar- 
TO  GET  OUT  ter  come  from  housing  demand  and  consu- 
HAMMERS  mer  spending,  although  households  seem 
AND  SAWS  determined  to  keep  on  buying  at  a  solid 
pace.  Inflation-adjusted  consumer  spending  on  both  goods 
and  services  rose  a  healthy  0.5%  in  1994's  first  month. 
Outlays  for  services,  ahead  0.9%,  led  the  increase,  partly 
reflecting  a  surge  in  utility  use  during  the  harsh  winter 
weather. 

The  January  gain  means  that  consumer  spending  start- 
ed the  first  quarter  at  a  3.7%  annual  rate  of  growth 
above  the  fourth-quarter  level.  That  pace  is  below  the 
4.6%  rate  of  fourth -quarter  growth,  but  it  means  that 
consumers  should  remain  a  positive  force  in  first-quarter 
GDP  growth  (chart). 

One  reason:  Income  growth  looks  supportive.  Although 


THE  WINTER  CHI 
BUILDING  ACTIV 


personal  income  fell  0.3%  in  January,  a  host  of  special 
tors  caused  the  decline,  especially  lost  rental  incoml 
cause  of  the  earthquake.  Excluding  these  factors 
Commerce  Dept.  said  that  income  would  have  rise 
0.7%.  Wages  and  salaries  increased  a  hefty  1% 

Housing,  which  rose  at  a  31%  annual  rate  in  the  f( 
quarter,  also  will  be  more  subdued  this  quarter, 
that's  true  for  building  activity  generally.  Construction 
lays,  adjusted  for  inflation,  fell  L6%  in  January.  Exch 
public  projects,  private-sector 
spending  dipped  1.2%  (chart),  as 
business  construction  declined  by 
2.2%. 

Much  of  this  weakness  reflects 
the  frigid  weather.  But  despite 
the  cold,  housing  outlays  still 
managed  to  rise  0.3%,  and  resi- 
dential spending  began  the  first 
quarter  well  ahead  of  the  fourth- 
quarter  level. 

The  weather  hit  housing  de- 
mand in  January,  as  well.  Sales  of  existing  homes  dec 
by  3%,  to  an  annual  rate  of  4.22  million,  while  pure! 
of  new  single-family  homes  plunged  20.1%,  to  a  69; 
annual  pace. 

Still,  those  declines  were  from  high  levels.  New 
sales  had  hit  an  eight-year  high  in  December,  and  the 
uary  level  of  existing  home  purchases  was  the  se 
highest  on  record,  eclipsed  only  by  the  December  rea 
Given  warmer  weather,  construction  generally  and 
ing  especially  should  rebound. 

What  the  bond  market  needs  to  see  is  proof  that 
early  first-quarter  signs  of  moderating  economic  gr 
are  real.  It  must  also  have  more  evidence  that  inflatic 
mains  subdued.  That  combination  should  emerge  h 
coming  months,  and  when  it  does,  long-term  int 
rates  seem  likely  to  fall  back  to  more  expansion-frit 
levels. 


JAN. '93  JAI 
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THE  WEEK  AHEAD 


INSTALLMENT  DEBT 


Monday,  Mar.  7 

Consumers  are  expected  to  have  ex- 
panded their  January  volume  of  out- 
standing installment  debt  by  $5  billion,  a 
bit  less  than  the  $7  billion  or  so  increas- 
es in  each  of  the  three  previous  months. 
That's  the  median  forecast  by  econo- 
mists surveyed  by  MMS  International,  a 
unit  of  McGraw-Hill  Inc.  A  dip  in  retail 
buying  in  January,  largely  reflecting  the 
impact  of  the  winter  storms,  probably 
limited  the  use  of  revolving  credit,  which 
accounted  for  about  half  of  the  $37  bil- 
lion surge  in  installment  debt  during 
the  second  half  of  1993.  However,  de- 
spite the  hefty  additions  to  households' 


debt  loads,  total  credit  as  a  percentage 
of  consumers'  aftertax  income  has  not 
risen  appreciably  during  the  past  year. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Mar.  10,  8:30  turn. 
New  weekly  filings  for  state  unemploy- 
ment benefits  should  dip  to  around 
360,000  for  the  week  ended  Mar.  12. 
Claims  began  trending  higher  as  the 
new  year  began,  and  by  mid-February, 
the  four-week  average  of  claims  had  ris- 
en to  378,000,  the  highest  level  since 
October,  1992.  However,  the  severe  win- 
ter weather's  impact  on  job-search  and 
hiring  activity  appears  to  be  more  to 
blame  for  the  early-year  rise  than  any 
new  deterioration  in  the  labor  market. 


RETAIL  SALES 


Friday,  Mar.  11,  8:30  cum. 
Retail  sales  in  February  are  exp 
to  show  a  gain  of  0.3%,  according  t 
MMS  median  projection.  The  gain  ! 
be  a  small  turnaround  from  the 
decline  that  sales  had  posted  in  Jar 
Excluding  motor  vehicles,  the 
mists  also  expect  a  0.3%  increase 
bad  weather  in  February  appea 
have  been  a  slight  depressant  on 
Nevertheless,  if  the  forecast  is  o1 
mark,  buying  in  the  first  quarter  i 
running  ahead  of  the  fourth-quarte 
el,  suggesting  that  consumers  wil 
tinue  to  contribute  to  growth  in  the 
quarter,  although  at  a  slower  pace 
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Just  don't  expect  it  to  roar. 


ider  pressure  to  be  swifter, 
iger  and  more  agile,  some 
lizations  may  be  tempted 
ek  superficial  solutions, 
it  in  this  era  of  unrelenting 
ge,  the  true  character  of 
/  enterprise  will  be  tested. 

lersen  Consulting  All  rights  reserved 


So  rather  than  shallow,  short- 
term  fixes,  Andersen  Consulting 
can  help  you  achieve  lasting  im- 
provements by  aligning  all  of  your 
essential  components:  strategy, 
technology,  process  and  people. 

Because  these  days,  you  either 


transform  the  whole  organization. 
Or  risk  becoming  a  paper  tiger. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


lififiBffliElgEm 


THE  GLOBAL  ECONOMY  I 


After  watching  the  U.  S. 
Treasury  market  come  un- 
billed on  Mar.  1,  Mark 
Turner,  chief  investment  of- 
ficer for  Putnam  Invest- 
ment Management's  fixed-income  group, 
arrived  at  his  downtown  Boston  office  at 
2:30  the  next  morning  prepared  for  the 
worst.  His  expectations  were  quickly  met. 

In  Tokyo,  bonds  were  turning  in  their 
worst  day  since  In  Paris,  bond-fu- 

tures selling  grew  so  intense  that  trad- 
ing had  to  be  suspended.  The  Bank  of 
England  was  stepping  into  the  market  to 
supply  hard-pressed  London  bond  deal- 
ers with  cash.  And  as  the  new  day  be- 
gan on  Wall  Street,  the  selling  showed 
no  sign  of  letting  up.  Sighed  the  weary 
Turner:  "We're  having  a  pretty  good 
shakeout." 

You  can  say  that  again.  Around  the 
world,  despite  tremendous  ups  and 
downs,  the  bond-market  retreat  that 
many  traders  hoped  they'd  never  see  is 
rapidly  unfolding  (charts).  In  the  U.S. 
alone,  yields  on  30-year  Treasuries  have 
climbed  more  than  half  a  percentage 
point  since  the  start  of  the  year  amid 
signs  the  U.  S.  economy  may  be  expand- 
ing more  rapidly  than  expected.  In  Ja- 
pan, rates  have  climbed  a  half-point  de- 
spite flat  consumer  prices  and  little 
evidence  of  a  recovery  from  the  worst 
recession  since  World  War  II.  It's  much 
the  same  story  in  recession-bound  Ger- 
many, where  interest  rates  have  shot 
up  a  full  point.  Yields  have  risen  even 
more  than  that  in  Britain.  And  global 
stock  markets  are  in  turmoil  (page  28). 

Traders  attribute  the  worldwide  rate 
surge  to  everything  from  confusion  over 
Federal  Reserve  Chairman  Alan 
Greenspan's  intentions  after  raising  the 
Federal  Funds  rate  on  Feb.  4  to  the  dol- 
lar's recent  slide  against  the  Japanese 
yen  as  Washington  and  Tokyo  battle 
over  trade 

FUND  EXODUS.  Making  things  worse,  an- 
alysts and  traders  say,  is  massive  liqui- 
dation by  mega-investor  George  Soros 
and  other  managers  of  hedge  funds  that 
are  facing  margin  calls  from  banks 
around  the  world.  Traders  say  these 
highly  leveraged  funds,  as  well  as  big 
U.  S.  pension  funds  that  invested 
tens  of  billions  in  cash  abroad  last 
year,  are  dumping  Treasuries  to 
cover  their  losses  in  less  liquid 
markets  overseas.  Industry  sourc- 
es speculate  that  Bankers  Trust 
New  York  Corp.  lost  close  to  $100 
million  during  a  few  days  in  late 
February  and  early  March.  Bank- 
ers Trust  says  it  has  been  profit- 
able this  year  and  declines  to 
elaborate. 
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The  big  market  losses  could  be  only 
the  first  sign  of  trouble.  Traders  and 
executives  say  that  if  the  interest-rate 
rises  continue  unabated,  the  world  econ- 
omy will  have  a  real  problem  getting 
its  long-anticipated  rebound  off  the 
ground.  "This  doesn't  abort  a  recovery," 
says  Nicholas  P.  Sargen,  managing  direc- 
tor of  money  managers  Global  Fixed  In- 


AROUND  THE  WORLD... 


YIELDS  ON  10-YEAR  TREASURIES 
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come  Advisors.  "But  it  sure  make: 
more  difficult  to  achieve." 

Of  all  the  world's  economies,  the 
may  be  best  able  to  withstand  the 
feting  of  the  bond  market.  Drai 
cost-cutting  has  made  U.  S.  corpon 
more  competitive  than  they  have 
in  years.  And  massive  refinancii 
balance  sheets  has  left  companies  a 
finance  ambitious  capital-spel 
plans  even  if  long-term  intl 
rates  continue  to  rise  modi 
"In  the  great  scheme  of  tl  I 
6.8%  is  not  an  outrageous 
on  a  30-year  bond,"  says  Jose 
Sullivan,  CEO  of  Chicago  fen 
maker  Vigoro  Corp. 

Other  positive  signs  fo 
U.S.:  Lean  inventories  sig 
possible  production  boom 
if  consumer  spending  hold 


ALL 
SHOOK  UP 

1G  BOND  MARKETS  THREATEN  GLOBAL  RECOVERY 


on  remains  subdued.  And  Fed 
nan  Greenspan  believes  that  with 
dence  of  wage  inflation  in  sight, 
np  in  interest  rates  is  simply  a  re- 
to  rising  credit  demand  in  a 
er-than-expected  economy.  No  one 
3S  the  U.  S.  economy  can  sustain 
>%  growth  rate  it  recorded  in  the 
quarter,  but  gross  domestic  prod- 
II  seems  set  to  expand  by  a 
f  3.6%  this  year,  says  econ- 
Stephen  S.  Roach  of  Mor- 
anley  &  Co. 

ope,  however,  is  another 
'.  And  continuing  bad  news 
.he  Old  World  could  hurt 
exporters.  The  Mar.  2  an- 
?ment  that  the  German 
supply  grew  in  January  at 
than  three  times  the  Bun- 
k's 6%  annual  target  sent  a 


chill  through  European  markets,  which 
had  expected  continued  interest-rate 
cuts  that  would  speed  an  upturn.  Gun- 
tram  Palm,  president  of  the  Baden-Wiirt- 
temberg  central  bank  and  a  Bundesbank 
policy-council  member,  now  says  the 
Buba  sees  no  "margin  to  maneuver"  to 
bring  rates  down. 

That  could  dash  hopes  for  a  recov- 


...INTEREST  RATES  ARE  RISING 


YIELDS  ON  10-YEAR  TREASURIES 


ery  in  Germany,  where  a  sliding  econo- 
my had  seemed  to  stabilize  in  the  past 
few  weeks.  Rising  rates  also  call  into 
question  the  recent  signs  of  life  in  the 
battered  French  economy.  Jean  Louis 
Beffa,  CEO  of  French  glassmaker  Saint 
Gobain,  says  that  since  last  November, 
he  has  seen  a  reversal  of  the  tumbling 
volumes  and  prices  that  had  been  ham- 
mering the  company's  glass  and  con- 
struction-materials operations.  But  now, 
says  George  Magnus,  international  econ- 
omist at  London's  S.  G.  Warburg  Group 
PLC,  the  market  turmoil  "has  to  cast 
something  of  a  cloak  over  an  economic 
recovery." 

ripple  effect.  Japan  also  is  facing  a  less 
rosy  economic  future.  Although  Merrill 
Lynch  &  Co.  expects  the  Japanese  econ- 
omy to  expand  just  0.7%  this  year,  even 
that  is  now  being  called  into  question. 
The  rising  yen,  up  5%  since  President 
Clinton's  failed  summit  with  Prime  Min- 
ister Morihiro  Hosokawa,  threatens  to 
further  crimp  already  weak  profits  and 
deepen  the  current  economic  downturn. 
Rising  bond  rates  may  make  things  only 
worse.  One  sign  of  that:  The  Nikkei 
stock  average,  after  climbing  7%  since 
mid-February,  lost  2%  of  its  value  in 
just  one  session  on  Mar.  2. 

If  Japan  is  worried  about  higher 
rates,  the  emerging  markets  of  Latin 
America  and  Asia  are  positively  quak- 
ing. In  Mexico,  for  example,  rising  U.  S. 
rates  are  spooking  the  stock  market 
and  threatening  to  stall  the  Mexican 
economy,  which  expanded  by  only  0.4% 
in  1993  (page  46).  Officials  had  been 
moving  interest  rates  down— from 
around  16%  at  the  close  of  1993  to 
around  8.8%  at  the  end  of  February— in 
hopes  of  stimulating  the  economy.  But 
with  short-  and  long-term  rates  rising 
north  of  the  border,  Mexico  will  be 
obliged  to  raise  its  rates  to  keep  capital 
from  fleeing. 

When  Fed  Chairman  Greenspan 
raised  rates  a  quarter  of  a  percentage 
point  last  month,  all  he  wanted  to  do 
was  dampen  inflationary  expectations 
in  the  U.  S.  economy.  He  expected  a 
reaction  from  the  global  bond  market- 
but  did  he  get  more  than  he  bargained 


for? 
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All  we  have  is  sell  orders  out 
there,"  complains  Michael  R.  Ro- 
senberg, Merrill  Lynch's  manager 
of  international  fixed-income  re- 
search. Unless  the  selling  ceases, 
the  global  economy  may  begin 
worrying  a  lot  more  about  a  new 
downturn  and  a  lot  less  about 
the  threat  of  inflation. 

By  William  Glasgall  and  Chris- 
topher Farrell  in  New  York,  with 
Bill  Javetski  in  Paris,  and  bureau 
reports 
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THERE'S  PLENTY  OF  SNORT 
IN  THE  OLD  BULL 


Profits  are  strong  and  inflation  is  low.  Why  should  the  rally  end? 


For  three  years  now,  the  U.S.  bond 
and  stock  markets  have  lived  a 
blissful,  prosperous  life  together. 
As  interest  rates  fell,  bond  prices  and 
stocks  marched  arm  in  arm  into  ever 
higher  territory.  And  this  blessed  union 
spawned  hundreds  of  billions  of  dollars  in 
profits  for  millions  of  investors. 

Stocks  and  bonds  are  still  locked  in  an 
embrace.  But  now  they're  falling  togeth- 
er. The  change  in  direction  came  on  Feb. 
4,  when  the  Federal  Reserve  hiked  the 
federal  funds  rate  by  a  quarter-point, 
to  3.25%  from  3%.  In  the  four  weeks 
thereafter,  the  30-year  U.S.  Treasury 
bond  dropped  about  6%  in  price,  forcing 


bottom  line.  "It  would  be  extraordinari- 
ly unusual  for  an  equity  bull  market  to 
end  when  inflation  is  low  and  profit 
growth  is  getting  better  and  better," 
says  Abby  Joseph  Cohen,  who  co-chairs 
the  investment  policy  committee  at 
Goldman,  Sachs  &  Co.  In  response  to 
the  Fed's  rate  hike,  Cohen  urged  Gold- 
man clients  to  take  some  profits  in 
bonds  and  invest  them  in  stocks. 

History  is  on  the  side  of  the  bulls. 
Investment  strategist  Peter  J.  Canelo 
of  Nat  West  Securities  Corp.  notes  that 
stocks  usually  survive  and  even  thrive 
after  the  Fed's  first  tightening.  Indeed, 
seven  of  the  last  eight  times  the  Fed 


STOCKS  CAN  CLIMB 
AFTER  THE  FED  TIGHTENS 


Federal  Reserve 

raises  interest  rates  3  mos. 


MAR.  1971 

0.1% 

10.7% 

8.1% 

FEB.  1972 

2.3 

5.5 

8.5 

FEB.  1976 

0.5 

2.6 

0.3 

JAN.  1977 

-4.6 

-3.5 

-13.1 

JULY  1980 

8.7 

11.0 

7.8 

FEB.  1983 

11.8 

10.6 

7.1 

OCT.  1986 

11.4 

21.9 

3.2* 

MAR.  1988 

5.6* 

5.0' 

13.9* 

AVERAGE 

4.5 

8.0 

4.5 

RECENT  TRADING  HAS  BEEN  VIOLENT  AND  CHOPPY 


'Based  on  month-end  prices.  Other  returns  based  on  average  monthly  data 

DATA:  NATWEST  SECURITIES  CORP ,  BUSINESS  WEEK 


gues  that  financial  institutions  panic 
and  tried  to  pare  down  their  highly 
eraged  portfolios.  "People  think  all 
speculation  is  in  the  stock  market, 
it's  really  in  bonds,  currencies,  an<3 
rivatives,"  he  says.  Indeed,  a  financi; 
stitution  can  buy  $100  million  worl 
bonds  with  a  few  million  dollars  di 
The  sell-off  in  U.  S.  bonds  is  intertw 
with  the  foreign  bond  markets  as 
As  traders  lose  in  one  market, 
dump  other  holdings  to  raise 
which,  of  course,  can  result  in  fui 
losses.  Bhirud  believes  the  selling 
soon  run  its  course,  bond  prices  wil 
bilize,  and  stocks  will  climb  anew, 
If  the  selling  doesn't  stop— and  if 
continue  to  rocket— it's  hard  to  see 
the  stock  market  can  rally.  "The  m 
can  handle  the  disappointment  of 
mergers  or  a  federal  crackdown  „ 
bacco  companies,"  says  veteran  m£ 
analyst  William  M.  LeFevre  of  El 
krantz  King  Nussbaum  Inc.  "But  it 
handle  runaway  interest  rates. 
But  the  current  level  of  long- 
rates  doesn't  ch 
the  bulls'  outlook 
lissa  R.  Brown, 
tor  of  quantitativ 
search  at  Prud- 
Securities  Inc 
1994  earnings  wi 
so  strong  that 
v/ill  have  to  go  u 
other  percentage 
to  damage  the 
market.  "Stocks 
cheap  relative  to 
ings,"  she  says.  N 
stocks  have  any 
appeal  to  Gold 
Cohen.  She  says 
are  still  16%  undi 
ued   based  on 


Change  in  S&P  500 
after:  6  mos.  after:  1  year  after: 


the  yield  up  by  nearly  half  a  percentage 
point.  And  by  Mar.  2,  the  Dow  had  tum- 
bled 136  points,  to  3832,  or  3.5%. 

That's  not  much  of  a  pullback,  but 
trading  has  been  violent  and  choppy. 
The  market's  performance  has  been 
punctuated  by  several  single-day  plung- 
es of  40  or  more  points,  including  a  96- 
point  loss  the  day  of  the  rate  hike.  The 
put-to-call  ratio,  a  closely  watched  mea- 
sure of  investor  sentiment,  has  been  in 
record-high  territory  for  several  weeks, 
indicating  that  investors  are  betting  on 
further  declines  in  stocks.  And  some 
market  commentators  are  drafting  an 
obituary  for  the  1990s  bull  market. 

The  report  of  the  bull  market's  death 
is  premature.  The  economy  is  stronger, 
corporations  are  leaner  and  meaner,  and 
plump  profits  are  coming  down  to  the 


pushed  rates  up  from  their  cyclical  lows, 
the  stock  market  was  higher  three 
months,  six  months,  and  one  year  later 
(table).  That  shouldn't  be  surprising, 
since  the  reason  for  the  rate  hike  is  that 
tlie  economy  is  strong— which  of  course 
is  also  good  for  stocks. 
SUDDEN  strike.  What  is  surprising  to 
stock  market  investors— and  surely  to 
Fed  Chairman  Alan  Greenspan— is  the 
violent  reaction  of  the  long-term  bond 
market  to  the  short-term  rate  hike.  The 
whole  premise  of  the  rate  hike,  Fed  ob- 
servers reasoned,  was  to  make  a  pre- 
emptive strike  against  yet  unseen  infla- 
tion, and  that  should  not  have  sent  bond 
prices  tumbling. 

But  market  analyst  Suresh  L.  Bhirud 
of  Bhirud  Associates  Inc.  suspects  bonds 
are  bombing  for  other  reasons.  He  ar- 


t 


year  s  earnings. 
The  bulls  are 
counting  on  the  public's  appetite  f< 
uity  mutual  funds  to  continue  apac 
far,  there  has  been  no  noticeable 
of  enthusiasm.  Robert  Adler,  whose 
Data  Services  tracks  mutual-fund  n 
flows,  says  cash  flow  into  equity 
slowed  to  $1.9  billion  in  the  week 
Feb.  23,  down  from  an  average 
billion  during  the  previous  three  w 
But  he  also  notes  that  $1.9  billion 
in  during  a  four-day  holiday  week 
still  much  higher  than  a  year  ago. 

In  recent  years,  investors 
learned  that  market  jitters  usuail 
ate  buying  opportunities,  and  eac 
back  in  stocks  eventually  draws 
money  in  from  the  sidelines.  Cb 
are  that  in  a  few  months,  the  Feb 
flop  will  look  a  lot  like  an  opporti 
By  Jeffrey  M.  Laderman  in  Neu 
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Commentary/by  Howard  Gleckman 


A  CONSUMPTION  TAX:  NOW,  THAT'S  TAX  REFORM 


tk  s  Apr.  15  approaches,  are  you 
m  ready  to  blow  the  U.  S.  tax 
^^code  to  smithereens?  Well,  the 
8  is  about  to  be  lit— by  four  power- 
U.  S.  senators  known,  until  now, 
their  moderation. 

Vithin  the  next  few  weeks,  the  law- 
ters  will  introduce  two  separate 
i  that  are  designed  to  replace  much 
he  cumbersome  Internal  Revenue 
e  with  a  national  consumption  tax. 
■  of  the  measures  will  be  sponsored 
Senate  Finance  Committee  mem- 
3  David  L.  Boren  (D-Okla.)  and 
a  C.  Danforth  (R-Mo.).  The 
;r  bill  will  be  put  forth  by 
ators  Pete  V.  Domenici  (R- 
1.)  and  Sam  Nunn  (D-Ga.). 
jn  these  four  step  forward, 
•r  politicians,  business  exec- 
es,  and  ordinary  voters  will 
a  glimpse  of  life  after  the 
me  tax. 

fhat  the  lawmakers  hope  to 
sve  is  long  overdue.  Judging 
ectly  that  the  current  tax 
em  encourages  consumption, 
'  propose  schemes  to  spur 
vth  by  encouraging  savings 
investment.  It's  a  concept 
has  fascinated  economists 
/ears.  Now,  finally,  "there  is 
idespread  view  across  the 
ical  spectrum  that  the  pre- 
tax system  is  wrong,"  says 
forth.  "The  time  has  come 
lange  this." 

he  proposals  are  farther- 
hing  and  promise  to  be 
e  controversial  than  even 
1986  Tax  Reform  Act.  For 
first  time,  though,  consump- 
taxes  are  about  to  get  a  bi- 
isan  push  onto  the  political 
e.  "It  forces  examination  of 
y  issue  on  the  table,"  says  Barry 
5tad,  president  of  the  American 
ness  Conference,  a  group  of  mid- 
growth  companies  that  back  tax- 
reform. 

r  VOLLEYS.  Both  bills  would  elimi- 
the  corporate  income  tax  and  sub- 
ite  a  consumption  levy— without 
ging  total  tax  receipts.  Although 
versions  will  differ  in  the  details, 
plan  would  have  companies  sub- 
j  all  purchases  of  goods  and  ser- 
;  from  gross  income  and  pay  a  tax 
•ound  10%  on  the  difference.  That 
is  capital  equipment,  inventories, 
the  like  would  be  written  off  in 


the  year  they  are  acquired,  rather  than 
depreciated  over  several  years.  Busi- 
nesses would  no  longer  deduct  the  cost 
of  labor,  debt,  or  equity  financing.  To 
make  the  new  system  meld  with  for- 
eign tax  laws,  revenues  from  the  sale 
of  exports  would  be  excluded  from  tax- 
ation, while  the  cost  of  imported  goods 
would  be  included. 

Nunn  and  Domenici  would  go  a  step 
further:  They  would  replace  the  per- 
sonal income  tax  with  a  sort  of  super- 
individual  retirement  account,  in  which 
savings  and  investment  are  tax-free. 


Americans  could  invest  in  stocks  or 
mutual  funds  or  put  money  in  the 
bank,  and  it  all  would  be  subtracted 
from  their  incomes.  They  would  be 
taxed  at  rates  ranging  from  14%  to 
40%  on  the  balance. 

The  two  bills  will  get  their  first  pub- 
lic airing  at  the  Entitlement  Reform 
Commission,  a  deficit-reduction  panel 
established  by  the  White  House  and 
co-chaired  by  Danforth.  That  will  be 
just  the  first  step,  however,  in  what 
promises  to  be  a  protracted  legislative 
struggle.  Both  of  the  proposals  avoid 
the  controversial  approach  of  a  value- 
added  tax:  That  levy,  already  imposed 


in  many  countries,  has  had  little  impact 
on  national  savings  rates  and  can  be 
costly  to  administer. 

Surely,  though,  there's  plenty  of  fod- 
der in  these  proposals  for  critics.  State 
and  local  governments  will  fear  losing 
their  ability  to  sell  tax-exempt  bonds, 
since  all  investments  would  be,  effec- 
tively, tax-free.  Homebuilders,  educa- 
tors, and  other  sellers  of  big-ticket 
goods  and  services  will  argue  that  the 
purchases  of  their  products  should  be 
considered  tax-free  investments  rather 
than  taxable  consumption.  Retailers 
would  get  little  benefit  from  the 
big  tax  breaks  on  capital  equip- 
ment but  may  face  increases  in 
the  aftertax  costs  of  labor  and 
imports.  And  the  elderly,  who 
tend  to  spend  a  high  proportion 
of  their  income,  fear  their  taxes 
will  rise. 

new  thinking.  Proposals  this 
far-reaching  can  never  become 
law  without  the  White  House's 
support.  Back  in  1992,  Bill  Clin- 
ton ridiculed  a  version  of  the 
consumption  tax  offered  by 
Democratic  rival  Jerry  Brown. 
These  days,  Clinton  is  taking 
the  idea  seriously,  though  he 
might  prefer  to  postpone  tax 
reform  until  a  second  term.  The 
Progressive  Policy  Institute 
(PPI),  a  Washington  think  tank 
with  close  ties  to  the  President, 
has  been  studying  the  issue  for 
nearly  a  year,  searching  for  a 
broad-based  tax  regime  that 
would  enhance  the  economy's 
long-term  growth.  Says  ppi 
Vice-President  Robert  J.  Sha- 
piro: "You  can't  do  this  by 
tinkering." 

Precisely.  The  U.  S.  needs  to 
have  a  serious  debate  on  issues  such  as 
raising  national  savings  and  taxing  la- 
bor and  capital  fairly  and  efficiently. 
The  dialogue  won't  be  joined  as  long  as 
Congress  dithers  over  meaningless  bal- 
anced-budget amendments  such  as  the 
one  defeated  Mar.  1  in  the  Senate. 
Nunn,  Domenici,  Danforth,  and  Boren 
are  about  to  lay  out  some  serious  pro- 
posals. They  may  not  have  all  the  right 
answers.  But  they  are— at  last— asking 
the  right  questions. 

Gleckman  follows  economic  policy 
from  BUSINESS  week's  Washington 
bureau. 


BUSINESS  WEEK/MARCH  14,  1994  29 


THE  INFORMATION  HIGHWAY  I 


April  was  to  have  been  the  month 
that  Orlando  hooked  up  the  first 
of  its  televisions  to  the  Informa- 
tion Superhighway.  The  most  ambitious 
test  to  date  of  interactive  TV,  courtesy  of 
Time  Warner  Cable,  promised  movies 
on  demand,  home  shopping,  and  video 
games  played  with  the  guy  down  the 
street. 

But  the  Information  Superhighway 
remains  shut  down  as  construction  work 
continues.  After  weeks  of  rumors  about 
delays,  Time  Warner  announced  on  Mar. 
1  that  it  would,  in  fact,  keep  Orlando 
waiting  until  at  least  September.  The 
project's  underlying  technology,  it  said, 
is  sound  but  needs  refinement.  "This  is 
really  a  sweeping  set  of  technological 
forces,"  says  James  Chiddix,  a  Time 
Warner  Cable  senior  vice-president  and 
senior  technologist  for  the  Orlando  test. 
"Putting  it  all  together  is  a  mammoth 
undertaking." 

Which  is  to  say,  all  this  stuff  is  a  lot 
harder  to  do  than  people  thought.  The 


technologies  required  to  compress  data 
and  deliver  it  whenever  TV  viewers 
want  to  use  it  certainly  exist  today.  But 
experts  aren't  sure  if  the  software  and 
hardware  are  robust  enough  to  handle 
requests  for  movies,  games,  or  shopping 
from  thousands  of  homes  at  once— much 
less  keep  the  accounting  straight. 
There's  another  question,  too:  Once  the 
technology  works  right,  can  it  be  put 
in  homes  at  a  price  people  will  pay? 
"LITTLE  VILLAGE  TESTS."  The  Orlando  play- 
ers remain  optimistic— sort  of.  "We'll  be 
really  happy  if  we  can  have  everything 
ready  by  September,"  says  Edward  R. 
McCracken,  CEO  of  Silicon  Graphics  Inc., 
w  inch  is  supply  in-  software  and  hard- 
ware. The  truth  is,  though,  no  one  real- 
ly knows  when  interactive  TV  will  hap- 
pen or  how  much  it  will  cost.  The 
Orlando  pilot  and  other  big  interactive- 
TV  trials  planned  this  year  by  U  S  West, 
Bell  Atlantic,  Viacom,  and  Pacific  Telesis 
seem  destined  to  suffer  a  string  of  de- 
lays. And  "if  they're  not  going  to  be 


able  to  get  these  little  village  tests  gq 
this  year,  that  could  mean  another  thj 
to  five-year  delay"  for  the  real  thj 
says  John  E.  Conway,  a  vice-president 
Gemini  Consulting. 

Certainly,  some  promising  expj 
ments  are  in  the  works  (table).  By  el 
summer,  Denver- based  U  S  West  I 
will  begin  testing  interactive-TV  tij| 
nology  in  2,500  Omaha  homes,  a  prof 
that  could  expand  to  60,000  homes  cf 
the  technology  is  proven.  Bell  Atlal 
Corp.'s  expanded  trial  in  Alexana 
Arlington,  and  Fairfax  County,  1 
starting  this  summer,  will  bring  videi 
demand  and  some  interactive  progi 
ming  to  2,000  homes.  Says  Geralc 
Held,  senior  vice-president  of  inte 
tive  multimedia  at  Oracle  Corp.,  whi< 
supplying  the  software  for  the  Bell 
lantic  project:  "Our  focus  has  beer 
what  technology  you  can  deploy  in 
and  '95  that  is  economical  and  that 
pie  can  make  a  profit  on." 

That  practical  grounding  may  1 
been  what  Time  Warner  was  lackin 
its  Orlando  "Full  Service  Netwo 
billed  as  the  "world's  first  digital,  ir 
active,  multimedia  communications  t 
tern."  Come  the  launch,  Time  Wai] 
says,  subscribers  will  be  able  to  son 
from  hundreds  of  movies  at  once,  Tr 
can  stroll  an  "electronic  mall,"  waiei 
into  stores,  check  out  products,  fc 
make  purchases.  One  day,  they'll  be  J 
to  use  the  TV  as  a  picture-telephon! 
f< >r  videoconferencing. 
"HALF-BAKED  SYSTEMS."  To  delive 
this,  Time  Warner  is  building"  a  i 
powered  network  that  includes  Amej 
Telephone  &  Telegraph  Co.'s  switi 
technology  for  routing  data;  Si 
Graphics'  complex  operating  soi 
and  video  servers,  where  the 
pressed  data  is  stored  and  then  se:  is 
up  to  homes;  and  Scientific-Atlanta 
set-top  TV  boxes,  which  will  tranftir 
that  compressed  data  for  TV  displa  * 

The  problem  is,  the  technology 
least  as  complex  as  it  sounds.  ' 
Warner's  Chiddix  says  the  hard^t 
and  software  have  worked  fine  in 
demonstrations.  "But  there's  a  d:  lei 
ence  when  you're  firing  it  up  for  1  o: 
sands  of  customers,"  he  says.  The 
interface,  the  on-screen  software 
guides  viewers  through  options  - 
mains  incomplete.  As  for  the  se 
boxes,  Scientific-Atlanta  says  p 
types,  using  a  speedy  computer 
technology  called  RISC  (reduced  ins  Is 
tion-set  computing),  are  ready 
they,  too,  must  be  tested.  "We'n 
sending  half-baked  systems  out  int 
field,"  says  William  G.  Luehrs,  a  £ 
tific- Atlanta  vice-president. 

When  its  partners  couldn't  df 
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BELL  ATLANTIC 


U  S  WEST 


pieces  in  time  to 
the  ambitious  10- 
time  horizon, 
Warner  turned  up 
sat.  It  began  test- 
e  system,  for  ex- 
using  dramatically 
wered  $3,000-plus 
Graphics  worksta- 
n  place  of  the  in- 
?te  set-top  boxes. 
ng  bets.  That 
the  ticket.  Insid- 
y  that  if  the  pilot 
>een  launched  in 
it  would  have  ac- 
idated  just  two 
homes  initially  and 
only  have  offered 
5  on  demand  and 
1  home  shopping, 
papier  offerings  discouraged  some 
for  advertisers.  Says  Larry  Dale, 
ting  specialist  at  Ford  Motor  Co., 
passed  on  participating  in  Orlan- 
pril  launch:  "We  decided  we're 
ing  to  get  enough  out  of  the  test 
point." 

big  question:  Will  anyone?  The 
of  interactive-TV  trials  is  based 
5  assumption:  There  will  be  a 
ippetite  for  movies  on  demand, 
/erything  beyond  that  will  be 
g  on  the  bottom  line  (page  58). 
ere's  precious  little  proof.  A  low- 


SUPERHIGHWAY  WANNABES 


Major  interactive  TV  players  and  their  partners 


TIME  WARNER  CABLE 


Orlando,  the  most  ambitious  multimedia 
test,  has  been  delayed  by  at  least  five 
months.  The  pilot  now  will  begin  in  the  fourth  quarter. 


A  trial  initiated  in  Virginia  last  April  is  scheduled 
to  expand  to  2,0C0  homes  this  summer.  The  tech- 
nology is  advanced,  but  difficult  to  use — and  expensive. 


Starting  in  early  summer,  U  S  West  will  launch  a  trial  in 
2,500  Omaha  homes.  By  fall,  the  company  hopes  to  ex 
pand  to  60,000  locations. 

Beginning  late  in  the  third  quarter,  the  trial  will  tap  into 
1 ,000  Castro  Valley  (Calif.)  homes.  In  the  following  1  8 
months,  it  is  due  to  expand  to  4,000  sites. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


tech  1992  trial  in  Denver  by  Tele-Com- 
munications, AT&T,  and  U  S  West  of- 
fered 300  customers  video  on  demand 
using  technicians  who  fed  cassettes  into 
more  than  200  VCRs.  The  research  re- 
sults: Customers  ordered,  on  average, 
2.5  movies  per  month,  at  99<P  to  $3.99 
apiece.  U  S  West  says  it  can  make  mon- 
ey on  interactive  TV  if  it  can  keep  cap- 
ital equipment  costs  under  $1,000  per 
subscriber. 

The  key,  it  seems,  is  keeping  expec- 
tations linked  to  the  realities  of  avail- 
able technologies  and  consumer  de- 


mand. Rivals,  for  exam- 
ple, are  skeptical  of 
British  Telecommunica- 
tions PLC's  plans"  to 
shoot  video  on  demand 
through  traditional  cop- 
per wires.  But  analysts 
expect  positive  results 
from  Viacom  Inc.'s  test, 
beginning  by  September 
in  Castro  Valley,  Calif. 
It  will  use  set-top  boxes 
that  cost  no  more  than 
$300,  insiders  say,  and 
initially  will  supply  only 
video  on  demand  and  an 
on-screen  programming 
guide. 

Another  crucial  strat- 
egy: hedging  one's  bets. 
As  an  investment  part- 
ner in  Time  Warner,  U  S  West  has  ac- 
cess to  the  doings  in  Orlando.  At  the 
same  time,  it  has  recruited  different 
technology  providers  for  its  Omaha  ex- 
periment. And  in  the  company's  Technol- 
ogies Lab  in  Boulder,  Colo.,  engineers 
are  testing  still  other  technologies.  The 
upshot:  Nothing  is  certain— except  that 
there  will  be  plenty  more  delays  and 
dashed  hopes  before  the  Superhighway 
comes  to  life. 

By  Kathy  Rebello  and  Robert  D.  Hof  in 
San  Francisco,  with  Joseph  Weber  in  Phil- 
adelphia and  Maria  Mallory  in  Atlanta 


LOGY  I 


KTEL  KEEPS  MAKING 
E  RIGHT  CONNECTIONS 


)kup  with  MCI  gives  it  more  ammunition  in  the  cellular  wars 


as  Valentine's  Day,  1990,  and  the 
nders  of  tiny  Fleet  Call  Inc., 
lirman  Morgan  E.  O'Brien  and 
Executive  Brian  D.  McAuley,  were 
ing  to  have  their  hearts  broken. 
>ad  wangled  an  appointment  with 
verful  chairman  of  Motorola  Inc., 
s  M.C.  Fisher,  to  tell  him  that 
itended  to  seek  a 
x>ry  change  that 
turn  upside  down 
Motorola's  oldest 
5ses.  Their  plan: 
government  per- 
l  to  use  taxicab- 
:h  frequencies  to 
;e  with  cellular 
companies.  They 
Fisher  would  op- 
-heir  effort.  In- 
Fisher  not  only 
—he  bought  in. 
Motorola  owns  a 


17%  stake  in  the  company,  now  known 
as  Nextel  Communications  Inc. 

O'Brien  and  McAuley  seem  to  have  a 
knack  for  forming  such  liaisons.  On  Feb. 
28,  MCI  Communications  Corp.  Chairman 
Bert  C.  Roberts  announced  that  his  com- 
pany is  buying  its  own  17%  stake  in 
Nextel  for  $1.3  billion.  MCI  intends  to 


sell  Nextel's  wireless  phone,  data,  and 
dispatch  services  under  the  MCI  brand 
name— thus  forming  an  alliance  to  take 
on  American  Telephone  &  Telegraph  Co., 
which  is  spending  $12.6  billion  to  en- 
hance its  prospects  in  the  cellular  world 
by  buying  McCaw  Cellular  Communica- 
tions Inc.  Other  big  investors  in  Nextel 
include  cable-TV  operator  Comcast, 
Japan's  Matsushita  Electric  Industrial, 
and  Nippon  Telegraph  &  Telephone.  Al- 
though Nextel  lost  $10  million  last  year 
on  a  puny  $34  million  in  revenue,  its 
market  value  is  a  stupendous  $9.5  billion. 
EARLY  LEAD.  The  tie  with  Motorola  is 
critical  to  that  giant  valuation.  Motorola's 
technology  gives  Nextel  an  edge  over 
cellular  phone  companies.  Nextel  is  using 
a  technology  called  Mot- 
orola Integrated  Radio 
System  (MIRS)  that  is  a 
cousin  of  the  European 
digital  cellular  standard 
known  as  GSM.  One  MIRS 
advantage:  It  has  given 
Nextel  an  early  lead  in 
transmission  of  data.  For 
example,  brief  text  mes- 
sages—up to  140  charac- 
ters—can be  sent  even 
to  someone  who  is  al- 
ready on  the  phone. 
While  Nextel  forges 
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WIRELESS  DUO:  NEXTEL'S  O'BRIEN  (AT  PODIUM)  AND  MCl'S  ROBERTS  (RIGHT) 
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ahead  with  MIRS,  cellular  rivals  are 
squabbling.  They  remain  divided  over 
which  of  two  other  digital  cellular  stan- 
dards to  embrace.  Many  are  holding  off 
deployment  of  digital  gear  as  a  result. 
Even  McCaw,  the  leader  in  converting  to 
digital,  says  only  about  1%  of  its  custom- 
ers— around  30,000  people— are  using  dig- 
ital phones. 

Transmission  of  computer  data— po- 
tentially the  fastest-growing  wireless 
market— is  a  particular  bugaboo  for  Nex- 
tel's  rivals.  The  leading  standard  is 
called  Cellular  Digital  Packet  Data.  But 
McCaw  said  on  Feb.  28  that  it  wouldn't 
finish  rolling  out  CDPD  in  all  markets 
until  the  end  of  1994,  six  months  later 


than  planned.  Meanwhile,  there's  likely 
to  be  a  delay  in  the  hotly  disputed  auc- 
tion of  new  frequencies  for  Personal 
Communications  Services,  which  cellu- 
lar operators  have  been  counting  on  to 
reach  more  customers. 

In  contrast  to  the  cellular  muddle,, 
Nextel  has  a  straightforward  game  plan. 
That  attracted  John  E.  Z.  Caner  Jr.,  who 
quit  as  PacTel  Cellular's  director  of  wire- 
less data  development  in  January,  1993, 
to  take  the  same  job  at  Nextel.  Says 
Caner:  "I  saw  the  opportunity  of  start- 
ing with  a  clean  sheet  of  paper." 

Nextel  began  its  new  service  in  Los 
Angeles  in  January  and  promises  that 
by  the  end  of  1996,  it  and  two  other 


companies  that  use  Motorola's  MIRS  st- 
darcl  will  reach  95%  of  the  nation's  p- 
ulation.  Cellular  investors  are  skeptif 
"You  couldn't  look  at  their  construct 
record  and  say,  'Gee,  they'll  do  it] 
time,' "  says  John  P.  Reddan,  an  anal? 
with  Moran  Asset  Management  Inc.! 
Greenwich,  Conn. 

Nextel  does  have  hard  work  aheli 
But  in  contrast  to  the  cellular  indusij 
its  strategy  is  set.  With  the  market! 
and  financial  muscle  of  MCI  and  MotJ 
la's  technology,  Nextel  has  nothing  I 
to  do  except  prove  that  it's  really  wc| 
nearly  $10  billion. 

By  Peter  Coy  in  New  York  and  1m 
Leivyn  in  Washington 


PEOPLE  I 


CRAIG  FIELDS'S 

NOT-SO-EXCELLENT  ADVENTURE 


His  tenure  at  high-tech  consortium  MCC  has  provoked  bitter  feelings 


Sitting  in  his  of- 
fice at  Micro- 
electronics & 
Computer  Technolo- 
gy Corp.  in  late  Feb- 
ruary, ceo  Craig 
Fields  seemed  a  pic- 
ture of  calm.  Talking 
through  his  grand 
plans  for  the  technol- 
ogy consortium,  the 
former  Defense  Ad- 
vanced Research 
Projects  Agency 
chief  sidestepped  ru- 
mors that  he  might 
be  on  the  way  out. 
Then,  one  week  later 
on  Mar.  1,  Fields 
abruptly  resigned  his 
Austin  (Tex.)-based  post  effective  June  1, 
citing  his  "simple  desire  to  be  with  my 
wife"  at  his  Washington  home. 

What  happened?  Fields  has  spent 
three-and-a-half  stormy  years  trying  to 
remake  MCC.  The  research  consortium 
was  formed  in  1982  by  powerful  U.S. 
high-tech  companies  to  counter  Japa- 
nese initiatives  in  the  computer  industry. 
Despite  significant  progress  in  his  drive 
to  redirect  MCC  toward  commercial  pro- 
jects and  away  from  blue-sky  research, 
staff  morale  has  plummeted,  employees 
say.  Backers  such  as  Hewlett-Packard, 
Eastman  Kodak,  Motorola,  and  others 
still  fund  MCC  to  the  tune  of  $40  million 
annually,  the  consortium  says,  but  that's 
down  27%  since  Fields  started.  Of  the  20 
current  members,  Boeing  and  Rockwell 


FIELDS  DENIES  A  DISAGREEMENT  IS  BEHIND  HIS  DEPARTURE 


are  no  longer  active  in  the  consortium. 

For  Fields,  things  came  to  a  head  at  a 
four-hour  board  meeting  in  Austin  on 
Feb.  28,  says  an  MCC  insider.  Board  mem- 
bers expressed  worry  about  a  Fields  in- 
itiative called  MCC  Ventures,  launched  in 
1992.  Its  aim:  to  speed  MCC's  innovations 
to  market  by  backing  startups  that  will 
use  the  consortium's  technology  in  com- 
mercial development.  So  far,  MCC  has 
launched  four  spin-offs,  in  which  MCC 
members  have  a  small  financial  stake. 

But  board  members  were  concerned 
that  too  much  of  MCC's  resources  and 
management  time  were  being  siphoned 
off  by  the  venture,  the  insider  says.  Di- 
rectors, most  of  whom  have  little  entre- 
preneurial experience,  also  raised  ques- 
tions about  the  spin-offs'  potential  for 


payoffs.  Fields  pressed  for  alternati 
for  getting  MCC's  technology  out  oft 
labs  faster.   When   board  memt| 
couldn't  provide  suggestions  but! 
mained  critical  of  the  venture,  both  s 
agreed  Fields  should  leave. 
project  payments.  Fields  wouldn't 
cuss  what  took  place  at  the  meet 
but  he  denies  that  a  disagreement  i 
the  board  contributed  to  his  departs 
He  also  says  that  MCC's  survey  of  m 
ber  companies  shows  a  record  satis 
tion  level  and  claims  funding  so  far. 
year  is  well  ahead  of  last  year's  pacjj; 

Certainly,  there  were  other  actjr 
by  Fields  that  caused  controversy™ 
cover  overhead  and  pay  for  drumnj 
up  new  business,  he  imposed  sp« 
payments  of  up  to  20%  on  MCC  proj< 
Some  companies  are  threatenini 
pull  the  plug  on  key  projects,  citing 
payments.  In  February,  Apple,  M  I 
soft,  Kodak,  and  others  threatene 
cut  a  high-profile  $3.5  million  softw  ■ 
development  project  called  Cyc,  ci  _ 
exorbitant  overhead  payments.  In  a 
ter  obtained  by  BUSINESS  WEEK  exp  , 
ing  the  move,  David  E.  Liddle,  p 
dent  of  Palo  Alto  (Calif.)  soft\  s 
developer  Interval  Research,  compk  j 
that  Cyc's  staff  had  dropped  to  15  v,  ;i 
ers  despite  funding  that  should  1  g 
been  enough  to  support  25.  We  "are  . 
sidizing  the  organizational  plans  andl; 
bitions  of  MCC  executive  manageif 


without  even  the  courtesy  of  being 
suited  or  informed,"  Liddle  wrote, 
declined  to  comment. 

Where  does  Fields's  departure  1 
MCC?  He  will  run  the  consortium 
June  1  and  an  executive  committet 
been  formed  to  find  a  new  CEO 
lieve  in  MCC,"  says  one  board  men  k, 
"We  just  need  to  make  sure  we're 
ting  our  value  out  of  it."  Fields  hac 
approach  to  doing  that.  Now  that 
gone,  MCC's  new  leaders  will  ha\ 
prove  they  have  a  better  one 

By  Peter  Burrows  in  L 
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LK  ABOUT 
OADED  ISSUE 


ales  to  Russia  are  a  'hot  potato' 


mong  the  Clinton  Administra- 
.  tion's  proudest  accomplishments 
ikare  the  fruits  of  its  aggressive 
to  promote  U.  S.  exports  abroad, 
lere's  one  export-promotion  coup 
.dministration  isn't 
ig  about:  the  sale  of 
luantities  of  shotguns 
isia. 

t  December,  busi- 

week  has  learned, 

immerce,  State,  and 

se  Depts.  gave  the 
light  for  massive 

of  U.  S.-made  shot- 

nd  shells  to  Russia.  Officials  esti- 

hat  once  Commerce  approves  the 

;han  100  export  applications  that 
in  the  pipeline,  U.  S.  gun  sales  to 
will  top  several  hundred  thou- 

mits,  with  a  value  approaching 

lillion. 

Administration  confirms  the  new 
but  it  hasn't  done  any  horn-blow- 


ing. Why  not?  "It's  a  political  hot  pota- 
to," admits  a  State  Dept.  official.  In  the 
U.  S.,  the  Clintonites  are  calling  for 
tighter  controls  on  gun  sales.  Indeed, 
on  Feb.  28,  Treasury  Secretary  Lloyd 
M.  Bentsen  announced  restrictions  on 
three  types  of  rapid-fire  shotguns— dead- 
ly cousins  of  the  pump-action  firearms 
approved  for  export.  "I'd  like  to  see 
Bentsen  explain  how  a  12-gauge  pump  is 
0.  K.  but  not  the  [rapid-fire]  ones,"  says 
Richard  J.  Feldman,  executive  director 
of  the  Atlanta-based  American  Shoot- 
ing Sports  Council,  a  trade  association 
opposed  to  gun  control. 


U.S.  SHOTGUN  EXPORTS 


'82 
THOUSANDS 


'83  '84 
OF  UNITS 


'86 


'87 


'88  '89  '90  '91  '92 
DATA:  BUREAU  OF  ALCOHOL,  TOBACCO  &  FIREARMS 


The  Russians  have  only  recently  be- 
come interested  in  American-made  shot- 
guns. Hyperinflated  food  prices  have 
sparked  an  increase  in  hunting,  long 
tightly  restricted  by  the  former  Soviet 
government.  And  a  shocking  rise  in 
crime  has  driven  up  the  demand  for 
guns  as  personal  protection.  Meanwhile, 
Russian  factories  are  unable  to  meet  the 


demand,  creating  a  market  for  U.  S. 
guns,  as  well  as  imports  from  Germany, 
Italy,  China,  and  Brazil. 

Among  the  U.  S.  gunmakers  shipping 
overseas  is  0.  F.  Mossberg  &  Sons  Inc. 
of  North  Haven,  Conn.  The  company 
says  it  has  export  licenses  pending  to 
sell  more  than  50,000  guns,  worth  about 
$10  million,  to  Russia  and  other  former 
Soviet  republics.  U.  S.  Repeating  Arms 
Co.,  which  produces  the  Winchester 
brand,  and  Remington  Arms  Co.  also 
are  awaiting  Commerce  approval. 

The  Administration  first  approved 
small  shipments  of  shotguns  to  Russia  in 
mid- 1993  but  held  up  fur- 
ther licenses  after  Russian 
President  Boris  Yeltsin  dis- 
banded Parliament  in 
September.  In  December, 
the  U.  S.  decided  that  ex- 
ports could  go  forward  so 
long  as  the  guns  weren't 
falling  into  criminal  and 
paramilitary  hands.  "These 
shotguns  are  for  hunting  and  home  pro- 
tection," declares  Iain  S.  Baird,  a  senior 
Commerce  official.  Ironically,  that  sounds 
a  lot  like  the  standard  anti-gun-control 
defense.  This  export  policy  may  prove 
difficult  to  reconcile  with  a  tough  line  on 
violence  at  home. 

By  Owen  Ullmann  and  Douglas  Har- 
brecht  in  Washington 


.ANTA  ISN'T 
LING  OLYMPIC 


arecasts  have  '96  hosts  edgy 


)  long,  Lillehammer.  The  next 
)lympic  stop:  Atlanta,  which— to 
nit  it  mildly— isn't  quite  ready. 
September,  1990,  Atlanta  won  a 
ot  bid  to  host  the  1996  centennial 
ir  Games.  Now  look  at  the  place: 
lbling  infrastructure,  racial  contro- 
even  bigotry  against  gays  are  the 
the  town.  The  Atlanta  Committee 
!  Olympic  Games  has  backed  off 
ly  revenue  forecasts  and  is  be- 

coastruction  and  sponsorship  sales, 
kicker:  An  incipient  taxpayer  re- 
at  threatens  to  leave  Atlanta  un- 
ed  for  the  wear  and  tear  caused 

games.  In  a  March  referendum, 
o  close  to  call,  voters  will  decide 
149  million  bond  issue  to  repair 
,  bridges,  and  sewers.  It's  not  an 
lie  issue:  A  water  main  broke 
jwn  the  week  the  Super  Bowl 
-o  town;  a  sinkhole  opened  the 
er  the  game.  "Those  are  ominous 
ds,"  warns  Mayor  Bill  Campbell. 


A  bill  that  would  have  hiked  Geor- 
gia's sales  tax  to  rebuild  infrastructure 
died  when  legislators  questioned  the 
need  to  spruce  up  for  Olympic  guests. 
Atlanta  Olympics  Chief  Billy  Payne  ar- 
gues that  the  repairs  are  needed,  games 
or  not.  "We'd  have  to  repair  these  things 
even  if  we're  just  hosting  a  Boy  Scout 
meeting,"  he  says.  "Shame  on  us  as  a 
city  if  we  don't." 

But  Payne  has  other  problems.  He's 
trying  to  steer  clear  of  the  protest  by 
African  Americans  against 
the  Olympic  use  of  the 
Georgia  state  flag  and  its 
Confederate  stars  and  bars. 
And  there's  a  protest  by 
gay-rights  activists  against 
playing  Olympic  volleyball 
in  suburban  Cobb  County, 
which  recently  passed  an 
ordinance  criticizing  the 
"gay  lifestyle." 
HOT  PLUSH.  Then  there's 
the  money.  Payne  is  fever- 
ishly pulling  in  the  last  ma- 
jor sponsorships,  negotiat- 
ing TV  deals,  and  over- 
seeing construction  on  a 
$209  million  Olympic  stadi- 
um and  other  projects.  The 
organizing  committee, 
which  budgeted  a  $16  mil- 
lion profit  last  year,  now 


FORECAST  OF 
REVENUE 
NEEDED  FOR 
THE  1996 
SUMMER 
OLYMPICS: 
$1.58 
BILLION 


REVENUES 
RAISED 
THROUGH 
12/31/93: 
$109.7 
—  MILLION 


expects  only  to  break  even.  A  contingen- 
cy fund  has  shrunk  from  $100  million  to 
$60  million.  Budget  constraints  could 
force  building  cutbacks. 

Even  so,  there's  room  for  optimism. 
The  committee's  projections  assume  that 
only  62%  of  10  million  tickets  will  be 
sold.  If,  as  seems  likely,  Atlanta  match- 
es the  83%  sales  figure  of  the  1984 
games  in  Los  Angeles,  it  would  win 
$91  million  in  new  revenue.  The  broad- 
casting success  at  Lillehammer  should 
boost  rights  sales  in  Japan,  Canada, 
and  other  countries  beyond  the  cur- 
rent budget  of  $125  million.  And  li- 
censing contracts  worth  $50  million  al- 
ready have  matched  Barcelona's  total. 

Credit  that  success  mostly  to  Izzy. 
Jeered  when  he  appeared  at  the  Barce- 
lona closing  ceremonies  in  1992,  the 
computer-generated  bright-blue  mas- 
cot now  boasts  a  cartoon  show  in  de- 
velopment, a  fan  club,  and  more  than 
$L7  million  worth  of  merchandise  sales. 
When  the  character  appeared  on 
the  QVC  network  on  Feb.  27, 
1,009  plush  dolls  sold  out  in 
just  eight  minutes.  Even  in 
Lillehammer,  Payne  saw  Nor- 
wegians carrying  Izzy  mascots.  "They 
just  love  that  little  guy,"  Payne  grins. 
Now,  if  only  Atlanta  taxpayers  would 
get  in  the  spirit. 

By  David  Greising  in  Atlanta 
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Commentary/by  John  Carey 


IT'S  TIME  FOR  REGULATORS  TO  STOP  BLOWING  SMOKE 


To  the  long  list  of  "un- 
thinkable" recent  events, 
from  the  Evil  Empire's 
fall  to  Japan's  stumbling  econ- 
omy, add  another  earthshak- 
er— a  federal  regulator  with 
real  power  has  threatened  to 
ban  cigarettes.  U.  S.  Surgeons 
General  have  long  labeled 
cigarettes  dangerous,  but 
they've  had  no  actual  muscle 
to  curb  their  use. 

On  Feb.  25,  however,  Dr. 
David  A.  Kessler,  the  Food  & 
Drug  Administration's  com- 
missioner, declared  that  the 
FDA  may  have  legal  authority 
to  regulate  the  nicotine  in 
cigarettes— the  same  way  the 
agency  regulates  drugs.  Since 
the  addictive  substance  never 
could  pass  the  "safe  and  effec- 
tive" test  for  pharmaceuticals, 
that  could  lead  to  "removal 
from  the  market,  of  tobacco 
products  containing  nicotine," 
Kessler  wrote  in  a  letter  to 
an  antismoking  group. 

Smokers,  relax:  Uncle  Sam 
isn't  about  to  snatch  your 
Winstons  away.  But  the  FDA 
chief  is  shrewdly  using  the 
threat  to  prod  Congress  into  passing  a 
badly  needed  round  of  curbs  less  dra- 
conian  than  a  total  ban  on  all  smokes 
containing  nicotine.  "We'd  much  pre- 
fer Congress  to  deal  with  this,"  an  FDA 
official  explains.  And  it's  high  time 
Congress  stood  up  to  the  powerful  to- 
bacco lobby  and  did  something. 
"DOSE  UNIT."  Two  developments 
prompted  Kessler's  ploy.  One  was  the 
disclosure  in  several  recent  lawsuits 
of  internal  industry  documents  that 
show  tobacco  companies  regard  nico- 
tine as  a  drug.  A  197.'3  Philip  Morris 
Cos.  memo  examining  why  people 
smoke  said:  "Without  nicotine  . . .  there 
would  be  no  smoking. . . .  Think  of  the 
cigarette  as  a  dispenser  for  a  dose  unit 
of  nicotine." 

Equally  important  is  a  new  political 
climate  swirling  around  tobacco.  The 
industry  is  reeling  from  a  spate  of  state 
and  local  laws  that  prohibit  smoking 
in  public  areas.  And  the  companies  get 
more  grief  almost  daily:  McDonald's 
Corp.'s  Feb.  23  announcement  of  a 
smoking  ban  in  its  outlets,  Surgeon 


THE  ADDICTIVE 
PUNCH  OF 


The  tobacco  industry  has  cut 
average  nicotine  levels  from  2 
milligrams  per  cigarette  in  the 
1 950s  to  0.8  mg  today.  But  most 
popular  brands  contain  plenty  of 
nicotine  to  hook  smokers: 


Brand  Nicotine 

(Milligrams  per  cigarette) 

WINSTON  1.5 


CAMEL  (unfiltered)    1 .5 


NEWPORT  1.3 
MARLBORO  1.1 
K00L  11 
VIRGINIA  SLIMS  1.0 

NOW   0.1 

CARLTON  less  than  0.05 


DATA:  THE  TOBACCO  INSTITUTE,  FEDERAL  TRADE  COMMISSION 


General  Joycelyn  M.  Elders'  Feb.  24 
attack  on  cigarette  marketing  to 
youths,  and  research  showing  fetuses 
contain  chemicals  from  passive  smoke. 

What's  more,  cigarette  makers  are 
fighting  President  Clinton's  proposal 
to  boost  cigarette  taxes  threefold  to 
help  finance  health-care  reform— and 
facing  a  growing  antipathy  toward 
smokers.  "The  agency  could  have 
carved  out  a  legal  theory  to  support 
regulation  several  years  ago,  but  it 
would  have  been  dumb  because  of  the 
political  climate,"  says  one  FDA  official. 
"Now  it's  more  acceptable  to  take  on 
the  industry." 

The  question  is  whether  a  majority 
of  lawmakers  agrees.  Representative 
Mike  Synar  (D-Okla.)  and  Senator  Jeff 
Bingaman  (D-N.M.)  are  already  plan- 
ning hearings  and  working  on  bills  that 
would  grant  the  FDA  such  intermediate 
powers  as  regulating  nicotine  levels 
and  cracking  down  on  advertising  and 
promotion.  As  these  bills  progress, 
"we'll  find  out  how  powerful  the  to- 
bacco industry  still  is,"  says  Richard 


A.  Daynard,  head  of  ti 
Tobacco  Products  Liabili 
Project,  a  clearinghouse  \ 
cigarette-related  suits  ] 
Northeastern  University  L 
School. 

Predictably,  cigarette  m] 
ers  are  counterattacking.  N 
only  is  the  FDA  on  shaky 
gal  ground,  they  say,  q 
new  regulations  would  ta 
away  people's  "right  to  ma 
individual  choices,"  argue; 
spokeswoman  for  RJR  Nal 
co  Inc.'s  tobacco  unit. 

Sorry,  RJR,  but  it's  ti 
for  action.  The  statistics 
just  too  grim.  More  tl 
4.'50,0()0  Americans  die  e; 
year  of  tobacco-related  ca 
es.  The  annual  cost:  $68 
lion  in  health-care  expen 
and  lost  productivity,  € 
mates  the  Congressional 
fice  of  Technology  Ass 
ment.  That's  more  than 
$46.7  billion  Americans  sp 
on  tobacco.  And  while  th 
is  no  evidence  that  cigar 
makers    are  deliberat 
boosting  nicotine  levels 
hook  new  smokers,  as  sc 
critics  charge,  companies  clearly 
nipulate  levels  (table)  and  are  awan 
the  substance's  druglike  power. 

What  kind  of  new  regulations  she 
Congress  pass?  The  best  approacl 
simply  to  make  it  harder  for  the 
dustry  to  persuade  people  to  puf 
the  first  place.  That  means  giving 
FDA  the  power  to  ban  ads  and  pro 
tions,  especially  those  aimed  at  k 
"When  they  purchase  cigarettes  for 
first  time,  teenagers  don't  think  t  I 
are  buying  into  a  lifelong  addicti  I 
explains  Representative  Henry  A.  V  I 
man  (D-Calif.),  chairman  of  a  He  I 
health  subcommittee.  The  new  i  | 
should  also  include  stronger  wan  I 
labels  and  some  control  over  level 
nicotine  and  potentially  dangerous  | 
ditives.  Congress  might  even  cons 
banning  smoking  in  most  public  pla 
Add  these  new  measures  to  the  pul 
growing  aversion  to  smoking, 
cigarettes  may  never  be  Kool  agai 


Carey  covers  the  FDA  fur  BUSIP 
WEEK. 
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"SAPIENS  TECHNOLOGY  GIVES  US  A  MEANS  TO  REMAIN 
COMPETITIVE  TODAY.  TOMORROW  IT  REPRESENTS  A  PLATFORM  WE  CAN 
USE  TO  LEAPFROG  OUR  COMPETITION ." 

-   JOHN  MURPHY,  director  of  corporate  MIS,  Siemens  Energy  &  Automation 


How  Siemens 
And  ARKLA 
Used  Front-Line 
Technology  For 
Bottom-Line  Results 

To  compete,  you've  rightsized,  rcengineered  and 
reinvented  your  company.  Yet,  your  information 
systems  are  holding  you  back 

Siemens,  ARKLA  Gas  and  many  leading  companies 
worldwide  have  focused  their  information  systems  on 
meeting  customer  needs. 

Their  solution  is  the  IBM " ES/9000"  and  SAPIENS" 
rapid  application  development  software — true  front-line 
technology  that  drastically  reduces  the  time  required  to 

produce  business  applications, 
improving  service  levels  and 
responsiveness. 

Using  SAPIENS,  Siemens 


Energy  &r  Automation  created  a  business  application 
that  each  year  saves  its  sales  force  30,000  hours  of 
manual  processing  time,  enabling  them  to  spend 
more  time  responding  to  customer  needs. 

ARKLA  Gas  built  a  gas  acquisition  manage- 
ment system  in  response  to  deregulation  in  just 
six  months,  a  fraction  of  the  time  required  by 
other  development  tools. 

Discover  the  power  of  IBM  and  SAPIENS 
solutions.  Call  1-800-392-7028  today  for  a 
FREE  VIDEO  and  get  the  full  story  on  how 
Siemens  and  ARKLA  Gas  used  SAPIENS 
to  improve  their  bottom  line. 


w&  — • 


Exclusively  availablt  in  th<  I  S 
and  Canada  from  IBM 


"With  SAPIENS,  we  were  able  to  bring  our  new  system 

ONLINE  IN  A  FRACTION  OF  THE  TIME  REQUIRED  BY  OTHER  TOOLS." 

-   JAMES  HOBBS,  director  of  MIS,  Arkansas  Louisiana  Gas  Company 


HDL 
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CLINTONITES  COZY  UP 
TO  TECHIES 


In  sharp  contrast  to  the 
Bush  Administration,  which 
refused  to  single  out  indus- 
tries for  government  support, 
techie  Clintonites  are  unabash- 
edly wielding  a  helping  hand. 
On  Mar.  2,  Vice-President  Al 
Gore  announced  a  plan  to 
help  the  semiconductor  indus- 
try develop  incredibly  small 
circuits  and  other  technolo- 
gies. Scientists  in  the  Com- 
merce and  Energy  Depts.  will 
work  on  sophisticated  tools 
for  measuring  and  simulating 
both  chips  and  chipmaking 
processes,  while  other  agen- 
cies will  fund  advances  in  tiny 
machines.  "Leadership  in  mi- 
croelectronics is  critical  to 


STANDARD  &  POOR'S  INDEX 
OF  MULTILINE  INSURER  STOCKS 

60-""" """ "' """ '" 
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DISASTROUS  RESULTS 

Perhaps  the  insurance  industry 
needs  a  disaster  policy  of  its  own: 
A  winter  full  of  claims  has  bartered 
stocks  of  big  carriers.  Aetna  Life  & 
Casualty  reported  on  Feb.  28  that 
its  losses  from  the  Los  Angeles 
earthquakes  would  total  $80 
million,  well  above  analysts' 
expectations.  Aetna  revised  its 
1 994  operating  earnings  pro- 
jection to  $5.65  a  share,  from 
$6.50.  Allstate  already  had  put 
its  losses  at  $350  million,  and 
the  industry  expects  to  pay  out 
a  total  of  $2.5  billion,  according 
to  American  Insurance  Services 
Group,  a  trade  organization. 
That  doesn't  include  $  1  billion  in 
expected  claims  from  the  harsh 
Northeast  winter. 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


America's  future,"  says  Gyre. 
Even  so,  new  money  for  the 
initiative  totals  only  a  few 
million  dollars  for  fiscal  1995. 


NEC  AND  SAMSUNG 
POOL  THEIR  CHIPS 


Two  semiconductor  hold- 
outs appear  to  be  heading 
into  a  strategic  alliance.  Later 
this  month,  Japan's  NEC  and 
Samsung  Electronics  of  South 
Korea  will  agree  to  swap  re- 
search data  on  the  basic  tech- 
nology for  256-megabit  dy- 
namic random-access  memory 
idram i  chips.  Such  devices 
should  become  mainstream  in 
computers  toward  the  end  of 
this  decade,  but  building  them 
is  a  lot  like  trying  to  draw  a 
street  map  of  the  entire 
world  on  your  fingernail.  Most 
dram  players  already  have 
formed  partnerships  to  share 
costs  and  risks:  Hitachi  with 
Texas  Instruments,  Fujitsu 
with  Hyundai,  and  IBM  with 
Toshiba  and  Siemens.  NEC, 
with  $7.7  billion  in  semicon- 
ductor sales,  has  produced 
some  stunning  designs  for 
DRAM  "cells."  But  Samsung  en- 
joys strong  government  back- 
ing, and  its  coffers  are  flush 
with  cash. 


A  DEEP  GROWL 
FROM  THE  EPA 


The  Clean  Air  Act  is  grow- 
in,"  a  new  set  of  teeth. 
The  Environmental  Protection 
Agency  on  Mar.  1  unveiled 
sweeping  regulations  the  act 
empowers  it  to  make,  requir- 
ing chemical  manufacturers  to 
reduce  airborne  emissions  of 
111  pollutants  by  88%.  The  re- 
form probably  will  cost  chem- 
ical companies  some  $230  mil- 
lion a  year  and  increase  some 
chemical  costs  by  3%.  Manu- 
facturers will  have  three 
years  to  install  state-of-the- 
art  technology— such  as  incin- 
erators on  smokestacks— at 
370  U.S.  plants,  but  new 
plants  must  comply  immedi- 
ately. Companies  can  choose 
which  smokestacks  to  control 
at  each  plant. 


HEADLINE R 


CLEARED  FOR  TAKEOVER? 


Unsecured  creditors  aren't 
happy,  but  Fort  Worth 
investor  David  Bonderman 
may  be  in  America  West's  pi- 
lot's seat.  Management  on 
Feb.  24  selected  a  $220  million 
bid  from  Bonderman's 
AmWest  Partner 
to  help  the  airline 
emerge  from  2V> 
years  in  Chap- 
ter 11. 

Bonderman, 
a  lawyer  who 
at  50  is  known 
for  his  loud  socks 
and  love  of  rock  'it 
roll,  represented  Bran 
iff  in  bankruptcy  proceedings 
over  a  decade  ago,  then 
joined  the  Bass  organization. 
Former  colleague  Richard 
Ptainwater  recalls  Bonderman 
as  a  "spectacular  deal-doer." 

In  December,  a  Bonderman 
partnership  raised  $400  mil- 


lion in  a  private  place 
handled  by  Merrill  L 
Some  of  that  money  w 
used  for  the  America 
bid,  which  would  give 
derman's  group  70%  v 
control.  The  unse 
•editors'  comi 
backs  a  cot 
ing  $200  n 
bid  by  n 
manager 
chael  ' 
hardt.  But 
ard  P.  Schil 
lawyer  repr 
ing  Bonderma 
lieves  his  propose 
give  creditors  stock  at 
equal  in  value  to  their  c 
And  it  offers  the  chan! 
forge  potentially  prof: 
ties  with  Continental  Ail 
which  Bonderman  coi 
with  Air  Canada. 

By  Wendy  Z 


CONRAD  BLACK 
TODDLES  INTO  CHICAGO 


Conrad  Black's  newspaper 
empire  just  got  a  lot  big- 
ger. After  establishing  foot- 
holds beyond  his  native  Cana- 
da in  Britain,  Israel,  and 
Australia,  Black's  Hollinger 
Inc.  plans  to  spend  $180  mil- 
lion to  buy  Chicago's  No.  2 
daily,  the  Sun-Times,  and  two 
companion  suburban  chains. 
It's  the  third  time  in  a  decade 
the  big  tabloid  has  changed 
hands.  Black  has  long  eyed 
expanding  his  collection  of 
small-town  U.  S.  papers,  and 
was  a  losing  bidder  for  the 
New  York  Daily  News.  He 
plans  to  spin  off  equity  in  his 
U.  S.  papers. 


DAWN  TO  TED: 
'LET'S  BE  FRIENDS' 


Cable  mogul  Ted  Turner 
went  Hollywood  long  ago, 
marrying  Jane  Fonda  and  tak- 
ing a  bit  part  in  Turner  Pic- 


tures' Gettysburg  epic.  S(* 
can't  he  find  anyone  tl 
his  film  studio  for  himll 
months,  Turner  has  gi 
the  cold  shoulder  frorji 
studio  heavyweights^ 
wants.  He  thought  haj 
lined  up  former  Columbil 
tures  chief  Dawn  Stee|l 
stead,  the  47-year-old  1 
who  recently  produced  tgj 
film  Cool  Runnings  fori 
Disney,  signed  a  prodiij 
deal  Mar.  1  for  her  AtlafI 
tertainment  to  make  tm 
three  films  a  year  for  i 
er's  studio. 


ET  CETERA... 

►  Kmart  lost  $1.19  billiii 
its  fourth  quarter,  with  \e 
sales  and  a  big  charge.  1 

►  Whittle  Communicatiorjl 
drop  TV  programming  fod< 
tors'  offices,  laying  off  11). 

►  Coca-Cola  will  battle  n 
pie  and  Mistic  with  Fruiw 
a  fruity  drink  line. 

►  Can  it  be?  American  fe 
phone  &  Telegraph  wai» 
call  itself  simply  AT&T.  ] 
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WPTY  WAR  CHEST: 

OW  THE  DENIS  BLEW  $30  MILLION 


President  Clinton  is  rising  in  the  polls.  The  economy  is 
"humming.  So  why  the  long  faces  at  the  Democratic 

National  Committee?  For  starters,  despite  raising  a 
i-d  $29.2  million  in  1993,  the  DNC  ended  the  year  with  a  $2 
on  deficit.  And  the  party  needs  all  the  money  it  can  get 
his  year's  struggles.  Its  top  legislative  priority,  Clinton's 
;h-care  reform  plan,  is  getting  chewed  up  on  Capitol  Hill. 

Democrats  are  bracing  for  losses  in  the  midterm  con- 
sional  elections.  So  there's  little  wonder  that  party  regu- 

are  on  edge  as  they  head  for  the  dnc's 
.  10  meeting  in  Cleveland.  That's  raising- 
its  that  it's  up  to  the  challenges  of  1994. 
irty  insiders  complain  that  DNC  staffers, 
y  of  them  young  ex-campaign  workers,  spent 
teenagers  who  had  suddenly  come  into  an  in- 
ance.  Critics  grouse  that  DNC  Chair  David  C. 
ielm  spent  too  much  money  on  everything 
i  $8  million  worth  of  direct  mail  to  fat  con- 
ng  contracts  for  Clinton  advisers,  including 
i  $2  million  for  Presidential  pollster  Stanley 
reenberg.  And  the  committee  spent  $4  mil- 
lobbying  for  Clinton's  deficit-reduction  and 
th-care  efforts  and  $5  million  on  costs  left 
i  the  '92  campaign  and  transition.  "The  DNC 
.me  the  piggy  bank  for  Clinton  invoices," 

one  Democratic  consultant.  "The  money 
Id  have  been  spent  to  build  the  party." 
f  cuts.  Some  Democrats  also  complain  that  the  party  ig- 
d  their  election  needs  and  promoted  the  White  House's 
ida  instead.  Last  summer's  budget  debate  was  a  particu- 
ore  point  because  lawmakers  felt  pressured  to  vote  for  po- 
illy  dangerous  tax  hikes. 

lected  officials  always  complain  about  party  committees  be- 
tools  of  the  White  House.  Democrats  have  been  out  of 
3r  for  so  long  that  they've  probably  forgotten.  But  the  par- 
'as  shaken  by  six  straight  losses  in  high-profile  elections 
year,  and  the  top  brass  realizes  that  it  needs  to  stir 


things  up  before  the  fall  campaign.  The  result:  Wilhelm  has 
embarked  on  a  major  reorganization.  He  has  cut  the  bloated 
staff  by  20%.  And  he  has  hired  seasoned  pros,  such  as  new 
Executive  Director  Debra  S.  DeLee  from  the  National  Edu- 
cation  Assn.,  Political  Director  Donald  R.  Sweitzer,  a  veteran 
consultant  with  labor  ties,  and  pollster  Edward  H.  Lazarus, 
who  will  plan  media  strategy. 

With  the  President  ready  and  willing  to  be  the  fund-raising 
headliner,  Wilhelm  says  he  expects  no  problems  meeting  his 
target  of  $30  million  this  year.  One  promising 
source  of  funds:  Executives  putting  up  $10,000 
apiece  to  join  the  DNC's  Business  Leadership 
Forum,  which  has  grown  to  600  members 
from  130  before  Clinton's  election.  Major  con- 
tributions to  the  party  include  $265,000  from 
American  Financial  CEO  Carl  H.  Lindner, 
$71,000  from  Anheuser-Busch,  and  $95,000 
from  Archer-Daniels-Midland.  (ADM  Chairman 
Dwayne  O.  Andreas  last  year  gave  more  than 
$: !50,< )00  to  Republican  causes.) 
"SCAPEGOAT."  Wilhelm  has  pledged  $2  mil- 
lion to  the  election  efforts  of  Democratic  con- 
gressional candidates  and  $7  million  to  help 
state  parties  coordinate  the  campaigns  of  all 
Democrats  running  for  office.  "We  will  raise 
more  money  and  do  more  things  on  behalf  of 
candidates  than  any  DNC  in  history,"  he  vows. 
Wilhelm  says  he  always  intended  to  focus  his  attention  on 
elections  this  year.  But  there's  no  escaping  the  White  House's 
claim  on  the  dnc's  time  and  money.  For  12  years,  the  party 
chair  worked  only  for  Democrats  in  Congress  and  the  state- 
houses.  Now,  sighs  Wilhelm,  "you  are  pulled  in  a  million  di- 
rections. You're  an  easy  scapegoat."  In  the  end,  he'll  be  judged 
on  the  results,  both  on  health  reform  and  the  midterm  elec- 
tions. If  he  succeeds,  all  will  be  forgiven.  If  not,  he'll  be  the 
$30  million  dud. 

By  Susan  B.  Garland  and  Richard  S.  Dunham 


•ITALWRAPUPI 


AS  I  SAY 


'  enator  Frank  R.  Lautenberg  is  the 
^  co-author  of  a  new  measure  that 
uld  bar  lawmakers  from  accepting 
vel,  meals,  and  other  gifts  from  lob- 
sts.  But  the  New  Jersey  Democrat 
sn't  always  felt  this  way.  Senate  ree- 
ls show  that  since  1986,  he  has  tak- 
at  least  41  trips  paid  for  in  full  or  in 
't  by  special  interests.  Lautenberg 
!  criticized  the  Senators'  Ski  Cup, 
ere  lobbyists  fly  members  to  a  char- 
benefit  in  Park  City,  Utah.  But  his 
alms  didn't  stop  Lautenberg  from 
king  the  trip  four  times,  as  recently 
early  1993,  according  to  Senate  fi- 
icial-disclosure  documents.  Organi- 


zations that  have  funded  Lautenberg' s 
travels  include  Warner-Lambert,  MCA, 
building-trades  unions,  the  Denver 
Chamber  of  Commerce,  and  the  United 
Jewish  Appeal.  Aides  to  Lautenberg 
insist  that  the  Senator,  citing  a 
changed  political  climate,  has  stopped 
accepting  freebies. 

THE  HOUSE  

Barely  a  year  ago,  House  Democrats 
replaced  ailing  Appropriations 
Chairman  Jamie  L.  Whitten  (D-Miss.) 
with  the  equally  elderly  but  more  vig- 
orous William  H.  Natcher  (D-Ky.).  But 
now  the  rapid  failure  of  the  84-year-old 
Natcher's  health  has  touched  off  a  vig- 
orous campaign  for  his  job.  The  fight 


began  when  Wisconsin  Democrat 
David  R.  Obey,  56,  a  ranking  member 
of  the  appropriations  panel,  began 
campaigning  openly  for  Natcher's  post. 
Obey's  outspoken  liberalism  and 
brusque  manner  have  won  him  a  slew 
of  enemies,  and  other  House  members 
organized  an  "anyone  but  Obey"  cam- 
paign behind  the  committee's  third- 
ranking  member,  Neal  Smith  (D-Iowa), 
a  74-year-old  moderate.  But  Natcher, 
who  is  suffering  from  both  heart  and 
intestinal  ailments,  is  still  hanging  in. 
He  holds  a  record  of  responding  to 
18,937  roll-call  votes  without  an  ab- 
sence, though  recently  the  House  lead- 
ership has  had  to  delay  actions  to  ac- 
commodate his  medical  treatments. 


■JGTON  OUTLOOK 


BUSINESS  WEEK/MARCH  14,  1994  37 


Chairman  visits  basement. 

January  1992.  Don  Grimm,  Chairman  of 
biotech  firm  Hybritech  Incorporated,  takes  a 
look  into  the  future.  And  likes  what  he  sees. 

Don  is  visiting  Steelcase,  quizzing 
executives  about  their  quality  processes, 
when  he's  waylaid  by  a  group  from  R&D. 
Taken  to  the  basement.  And  given  a 
glimpse  of  Personal  Harbor' 'and  Com- 
mons'," a  prototype  working  environment. 


II 

5£t  *S2; 


"We  were  in  the  process  of  setting 
fully  dedicated,  cross-functional  teams, 
i  we  needed  to  bring  people  together," 
p  Don.  "I  knew  instantly  this 
ild  help." 

A  team  of  Hybritech  scientists  have 
since  gotten  a  Personal  Harbor  and 
Commons  environment  of  their  own. 

"It's  really  changed  the  way  they  work," 
k  Don.  "The  teams  get  more  done  in 
s  time.  Communication  is  spontaneous, 
aes  are  resolved  quickly  and  they  feel 
reater  sense  of  ownership. 

"They've  developed  a  diagnostic  test 
five  months  that  normally  would  have 
en  14." 


d  W  Grimm 

nan,  Hybritech  Incorporated-San  Diego.  California 
'sidiary  of  Eii  Lilly  and  Company-Indianapolis,  Indiana 


Of  course,  none  of  this  might  have 
happened  if  not  for  Roy  Lange  of  BKM, 
a  Steelcase  dealer.  "Roy  gets  the  credit," 
notes  Don.  "He  had  the  foresight  to  say, 
'Hybritech  and  Steelcase  have  a  lot  in 
common.  Let's  set  up  a  meeting,  and  let 
nature  take  its  course.' 

"But  then — he  didn't  say  anything 
about  basements." 


Note:  If  your  company  is  searching  for  tools  that  can  help  you) 
people  work  more  effectively,  please  call  1-800-333-9939.  Or 
just  call  your  local  Steelcase  representative.  Don 't  forge! 
to  ask  for  a  copy  of  the  Hybritech  Case  Study. 

Steelcase 


The  1 9,(100  people  in  170  countries  who  work  for  Steelcase 
and  its  dealers  strive  for  one  goal:  To  deliver  furniture, 
furnishings,  programs,  and  services  that  help  people  work 
more  effectively. 


nternational  Business 


CHINA  I 


ASIA'S  GIANTS 
LEARN  TO  WALTZ 


Japan  boosts  investment  in  China  in  search  of  its  huge  market 


car  the  beginning  of  his  nine- 
day  trip  to  Japan  in  late  Febru- 
ary, Chinese  Vice-Premier  Zhu 
Rongji  drew  900  members  of  Japan's 
business  elite  to  a  speech  at  a  posh  To- 
kyo hotel.  Speaking  without  notes  for 
almost  an  hour,  China's  economic  czar 
laid  out  the  case  for  stronger  commercial 
ties  between  the  two  countries.  Not  all 
of  his  listeners  were  convinced:  After 
Zhu  proclaimed  that  China  had  the  best 
investment  climate  in  the  world,  many 
in  the  audience  snickered. 

Zhu  may  have  the 
last  laugh.  For  years, 
many  Japanese  have 
been  skeptical  about 
doing  business  with 
their  giant  neighbor- 
even  as  Western  com- 
panies caught  China 
fever.  Now,  however, 
Japan's  ties  with  Chi- 
na are  expanding  rap- 
idly. Last  year,  bilat- 
eral trade  grew  by 
31%,  to  $37.8  billion 
(chart),  and  Japan  has 
become  China's  sec- 
ond-largest trading 
partner,  after  Hong 
Kong.  Japanese  con- 
sumers are  buying 
more  low-priced  Chinese  apparel  than 
ever.  And  Japanese  direct  investment 
has  soared.  "Interest  in  China  is  growing 
extremely  fast,"  says  Kozue  Hiraiwa,  a 
China  researcher  at  the  Japan  Exter- 
nal Trade  Organization. 
ace  card?  The  implications  will  be  felt 
in  Washington.  With  the  Clinton  Admin- 
istration pressuring  Japan  on  trade  and 
China  on  human  rights,  improved  Sino- 
Japanese  relations  may  give  both  coun- 
tries a  card  to  play  against  the  Ameri- 
cans. "If  China  and  Japan  get  strongly 
linked  together,  then  the  issue  of  what 
the  U.  S.  does  will  be  less  and  less  im- 
portant," says  Virginie  Maisonneuve, 
China  portfolio  manager  for  Battery- 
march  Financial  Management  in  Boston. 
As  long  as  Beijing  limited  foreign  in- 


vestment primarily  to  export  industries, 
the  Japanese  largely  ignored  China.  But 
now  that  parts  of  the  huge  Chinese  mar- 
ket are  open  to  foreigners,  the  Japanese 
are  paying  attention.  For  instance,  on 
Feb.  28,  NEC  Corp.  said  it  plans  to  start 
producing  computers  for  the  Chinese 
market  with  a  Shanghai  partner  this 
year,  the  first  such  venture  for  a  Japa- 
nese company.  In  the  first  half  of  1993, 
Japanese  investment  contracts  grew  in 
number  by  153%  from  the  same  period 
in  1992.  Their  value  was  44%  higher,  or 
$1.2  billion. 

To  be  sure,  Japan's 
direct-investment  per- 
formance is  still 
dwarfed  by  that  of 
Hong  Kong,  Taiwan, 
and  the  U.  S.  Japan 
remains  a  distant 
fourth  and,  despite 
the  recent  surge  in 


spending,  isn't  catching  up.  Practic 
none  of  its  investments  to  date  is  m 
league,  unlike  those  by  such  West 
companies  as  Volkswagen  and  Chry 
Corp.  But  the  Japanese  don't  seem  1 
ried.  "The  plate  is  getting  bigger  all 
time,"  says  Kei  Yokobori,  a  senior  d 
ty  general  manager  at  trader  Mitsi 
Co.  "China's  demand  is  unlimited." 
western  headstart.  Some  Japanes< 
main  cautious,  suggesting  that  Wes 
rivals  are  taking  a  large  chance  by 
imizing  the  hazards  of  investing  in 
na's  overheated  economy.  "We  can' 
cept  a  big  risk  that  goes  wrong," 
Hironori  Itazu,  deputy  general  man 
of  overseas  operations  at  Hitachi 
Playing  it  safe,  Hitachi  recently  invt 
a  modest  $12  million  in  a  home  air-c 
tioner  joint  venture  in  Shanghai.  If 
na's  economy  stabilizes,  Itazu  says, 
achi  will  be  ready  to  pour  in  en< 
money  to  gain  a  30%  share  of  the 
conditioner  market. 

Concerns  about  economic  stat 
have  long  driven  Japan's  carma 
away  from  China.  That  gave  Wes 
companies  a  headstart  in  producing 
and  trucks  there.  However,  the  J 
nese  "are  catching  up  rapidly,"  says  1 
C.  Donaldson,  an  analyst  at  Sale 
Brothers  Asia  Ltd.  in  Tokyo.  Suzuki 
tor  Corp.  gels  almost  10%  of  its  il 
nues  from  China,  and  it  will  manufaJ 
about  170,000  vehicles  there  withiil 
next  year-.  Last  March,  Nissan  IM 
Co.  entered  a  joint  venture  to  asl 
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ickup  trucks  in  Henan  Province, 
st  Chinese  can't  afford  cars.  So 
a  Motor  Co.  has  succeeded  by  tar- 
j  the  motorcycle  market.  Last  year, 
i  exported  300,000  cycles  to  China, 
didn't  come  close  to  satisfying  de- 
:  Six  companies  in  China  churned 
lother  520,000  Hondas.  This  year, 
la]  should  exceed  750,000.  The 
my  hopes  its  established  dealer 
service  network  will  eventually 
as  a  stepping-stone  for  Honda  to 
irs. 

spite  such  moves,  Japanese  busi- 
eaders  still  are  quick  to  point  out 
Balls  of  doing  business  in  China, 
tig  their  litany  of  woes  is  the  un- 
stable access  to  foreign  exchange, 

cramps  their  ability  to  purchase 
ted  key  components,  pay  expatri- 
ilaries,  and  remit  dividends  over- 
"China's  investment  climate  has 
nly  improved,  but  Zhu  hasn't  said 
ing  about  the  foreign-exchange 
!m,"  complains  Akiko  Mase,  a  dep- 
meral  manager  at  the  Japan-China 
iation  on  Economy  &  Trade, 
filer  export-oriented  companies 
piplain  about  high  real  estate  and 

costs  in  popular  areas  such  as 
rhai.  That  won't  deter  Japan's 

hitters,  which  value  China  for  its 
itic  market  rather  than  its  poten- 

an  export  platform.  As  trade  ten- 
with  the  U.  S.  worsen,  more  Japa- 
exporters  will  be  targeting  the 
economy  in  their  backyard. 
Robert  Neff  in  Tokyo,  with  Lynne 

in  Beijing  and  Bruce  Einhorn  in 
fork 
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Commentary/by  Larry  Holyoke 

DON'T  BE  FOOLED 
BY  THE  MUSCLEBOUND  YEN 


When  George  Soros  admitted 
recently  that  he'd  lost  some 
$600  million  by  betting  on  a 
weaker  yen,  he  joined  a  long  list  of  in- 
vestors who  came  a  cropper  over  the 
past  year  while  waiting  for  the  Japa- 
nese currency  to  fall.  With  the  yen 
now  around  104  to  the  dollar,  it  looks 
as  if  it  may  be  time  for  the  yen  bears 
to  throw  in  the  towel. 

But  if  they  do,  they  may  live  to  re- 
gret it.  After  many  false  starts,  the 
yen  really  does  look  set  to  turn  around 
and  head  south.  Many 
savvy  traders  now 
think  the  dollar  will 
climb  as  much  as  6% 
the     next  few 


Sure,  Japan  posted  a  record  $131  bil- 
lion current-account  surplus  for  1993. 
But  in  Japanese  currency,  the  trade 
surplus  fell  slightly,  from  14.9  trillion 
yen  in  1992  to  14.4  trillion.  Despite 
Japan's  recession,  import  volumes  have 
been  rising  at  a  6%  to  7%  annual  clip. 

As  the  yen  soars  even  more,  im- 
ports will  flow  into  Japan  as  companies 
are  forced  to  buy  cheaper  parts  from 
abroad.  Supermarket  operator  Daiei 
Inc.,  for  example,  plans  to  purchase 
everything  from  Brazilian  orange  juice 


WHY  THE  YEN  WILL  TUMBLE 


m 

months,  to  110  yen. 
Some  even  see  the 
greenback's  value  surg- 
ing all  the  way  to  125 
yen  by  yearend. 

Why?  Money  ma- 
vens  argue  that  eco- 
nomic and  corporate 
fundamentals  will  inex- 
orably pull  the  yen  to- 
ward the  140-to-the-dol- 
lar  rate  that  Paul 
Chertkow,  head  of  glo- 
bal currency  research 
for  Union  Bank  of  Switzerland,  terms 
"fair  value."  Traders  think  political  forc- 
es will  ultimately  move  in  the  dollar's 
favor,  too.  The  trade  battle  between 
Tokyo  and  Washington  that  is  keep- 
ing the  yen  in  orbit  is  just  too  risky  to 
sustain.  Not  only  does  it  threaten 
Japan's  ability  to  recover  from  reces- 
sion but  it  is  already  roiling  stock  and 
bond  markets  around  the  globe. 
rates  rate.  Interest  rates  are  on  the 
dollar's  side,  as  well.  Why  would  any- 
one want  to  hold  deposits  or  bonds  in 
Japan,  where  rates  are  low  and  falling, 
rather  than  in  America,  where  rates 
are  rising?  Right  now,  you  can  earn 
3.9%  on  10-year  Japanese  government 
bonds.  But  30-year  U.  S.  Treasuries 
are  yielding  6.8%.  "Since  more  money 
moves  because  of  interest  rates  than 
any  other  cause,  that's  the  important 
thing,"  says  Mineko  Sasaki-Smith,  sen- 
ior economist  for  Morgan  Stanley  Ja- 
pan Ltd. 

The  yen  bulls  should  also  take  note 
that  the  long-running  appreciation  of 
the  Japanese  currency  is  finally  mak- 
ing a  dent  in  Japan's  trade  surplus. 


•  Japanese  corporations  will  slow  their  sales  of  dollars 
after  their  annual  repatriation  of  profits  ends  this  month. 

•  In  yen  terms,  Japan's  trade  surplus  is  eroding  as  im- 
ports pick  up  steam.  And  Honda  and  other  manufac- 
turers are  signaling  that  they're  going  to  continue 
moving  production  offshore. 

•  Rising  U.S.  interest  rates  favor  the  dollar.  Rates  are 
still  falling  in  Japan,  where  the  central  bank  may  slash 
the  discount  rate  by  three-quarters  of  a  point,  to  1  %. 

•  Policymakers  in  Washington  and  Tokyo  will  support 
the  dollar  to  calm  jittery  stock  and  bond  markets. 
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to  South  Korean  dish  detergent.  The 
company  recently  signed  up  German 
film  manufacturer  Agfa-Gevaert  to 
supply  12  million  rolls  of  color  film  a 
year,  which  it  will  offer  as  a  discount- 
ed store  brand,  in  addition  to  the  high- 
er-priced Fuji  Film  it  also  stocks.  Can- 
on Inc.,  meanwhile,  plans  to  import 
$480  million  in  parts  this  year,  up  43% 
from  last  year.  And  Honda  Motor  Co., 
in  disclosing  that  it's  assuming  a  yen- 
dollar  rate  of  105  in  making  plans  for 
the  coming  year,  may  actually  be  send- 
ing out  a  signal  that  it  and  other  man- 
ufacturers will  continue  to  move  pro- 
duction offshore  to  cut  costs. 

When  such  changes  in  corporate  be- 
havior show  up  in  the  trade  numbers 
in  the  next  few  months,  the  yen  will 
inevitably  come  back  to  earth.  U.  S. 
Treasury  officials  may  think  they're 
using  the  high  yen  to  twist  Japan's 
arm  on  trade,  but  this  will  only  work 
as  long  as  the  market  is  on  their  side. 
It  won't  be  for  long. 

Holyoke  covers  financial  markets  from 
Tokyo. 
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SOUTH  AFRICA  I 


THE  COLOR  OF  MONEY 
IS  STARTING  TO  CHANGE 


Savvy  South  African  blacks  are  buying  pieces  of  white-owned  companies 


thato  Motlana,  Vusi  Khanyile,  and 
Saki  Macozoma  once  were  in  the 
headlines  as  prominent  antiapart- 
heid  activists.  Today,  they're  making  a 
different  kind  of  news:  They're  part  of  a 
new  breed  of  South  African  blacks  setting 
up  businesses  and  signing  joint  ventures 
with  foreigners.  Macozoma  and  his  part- 
ners, for  example,  announced  a  deal  in 
February  with  Reebok  International  Ltd. 
to  distribute  and  even- 
tually manufacture  Ree- 
bok apparel.  Says  Ma- 
cozoma: "These  deals 
offer  black  businessmen 
a  rare  opportunity." 

As  millions  of  South 
African  blacks  prepare 
to  vote  for  the  first  time 
in  late  April,  these  en- 
trepreneurs are  pail  of 
the  slow  but  sure  tran- 
sition from  a  predomi- 
nantly white-controlled 
economy  to  a  more  mul- 
tiracial one.  With  no 
more  than  2%  of  the 
$210  billion  capitalization 
on  the  Johannesburg 
Stock  Exchange  in  black 
hands,  the  recent  spate 
of  deals  represents  a 
small  beginning. 

BIGGEST    PUSH.  While 

some  black-led  consor- 
tiums have  begun  to  buy 
up  business  stakes,  the 
more  common  route  to 
black  ownership  so  far 
is  through  joint-venture 
deals  with  foreign,  most- 
ly U.  S.,  corporations 
seeking  to  reestablish  a 
presence  in  the  country 
they  left  in  the  tumultu- 
ous 1980s.  Digital  Equip- 
ment Corp.  returned  to 
Johannesburg  last  year  to  sell  worksta- 
tions. Apple  Computer  Inc.  is  in  the  pro- 
cess of  setting  up  a  sales  office  with  some 
black  partners. 

The  biggest  push  is  toward  deals  in 
consumer  goods.  First,  Nike  Inc.  an- 
nounced it  was  contracting  with  a  Sowe- 
to-based  business  group  to  produce  lei- 
surewear and  distribute  footwear  through 
400  outlets  in  South  Africa  in  a  deal 


worth  $(i  million.  Then  came  the  Reebok 
deal.  Although  the  initial  capital  injec- 
tion is  just  a  little  more  than  $1  million, 
the  new  partners  see  scope  for  rapid  ex- 
pansion and  even  manufacturing,  creating 
as  many  as  450  jobs. 

A  few  local  deals  are  stirring  up  con- 
troversy, however.  Thebe  Investment 
Corp.,  headed  by  Vusi  Khanyile,  former 
head  of  the  African  National  Congress 


INDEPENDENT  NEWSPAPERS,  in  Dublin,  bought  the  Argus  media  group, 
which  spun  off  The  Sowetan  to  black  investors 


NIKE  INC.  has  a  joint  venture  with  a  black  business  group  to  distribute 
tware  and  make  clothing  under  license 


INTERNATIONAL'S  joint  venture  with  a  black  investor  group  in- 
ibution  and  eventually  apparel  production 


ey  Afrikaner  business,  sold  Met  Life  to  black  investors 
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finance  division,  was  established  by  a 
trust  fund  headed  by  Nelson  Mandela 
and  other  senior  AXC  leaders.  Critics 
charge  that  it  is  unfairly  dominating  the 
shift  to  black  entrepreneurship,  first  with 
an  educational-publishing  deal  with  Mac- 
millan  Boleswa,  a  Swaziland-based  Mac- 
millan  unit  that  had  a  lock  on  the  school- 
book  market  in  much  of  southern  Africa. 
Thebe  received  25%  of  equity  in  the  com- 


pany in  return,  it  seemed  to  critics] 
little  more  than  a  channel  of  commui 
tion  to  the  ANC's  education  honchos.  I 
Subsequent  Thebe  deals  haven't  q 
ed  fears  that  its  main  strategy  is  to  e 
spheres  where  government  licensinl 
required.  Already,  it  plans  to  take  1 
from  South  African  Airways,  the  si 
owned  airline,  in  partnership  wii 
group  led  by  the  former  CEO  of  Can  J 
Air  Ontario.  And  it's  getting  a  foothol 
one  of  the  two  lucrative  cellular  pi 
networks  scheduled  to  start  Mar.  311 
Khanyile  says  Thebe's  goal  is  tJ 
vance  black  economic  empowerment! 
that  opposition  to  Thebe  is  orchestil 
by  political  opponents.  But  Mandelal 
personally  acknowledged  the  profcl 
telling  businesspeople  at  an  election  I 
paign  meeting  recently  that  the  ANt'l 
seriously  contemplJ 
breaking  its  links  I 
Thebe  soon. 
MEANINGLESS?  (■ 

black  business  ventl 
though,  are  straigl 
ward  deals.  One 
more  visionary 
tives  has  been  laur 
by  Donald  Ncube, 
of  industrial  relatio 
Anglo-American  ( 
the  country's  la 
conglomerate.  Ncu 
forming  a  consortia 
black  businesspeof 
buy  a  $50  million  n 
ity  stake  in  African 
an  insurance  corn 
formerly  owned  1 
Anglo  unit,  that  n 
sen  es  the  Mack  CO 

nity.  He's  financin 
deal  by  mobilizing 
black  savings 
Black-dominated  cr 
es  are  also  involvec  I 
their  substantial  ft  I 
Ncube  insists  th  I 
purpose  is  more  ■ 
merely  accumu  I 
capital.  Black  eco  I 
power  in  South  i  I 
will  be  meaningl  I 
confined  to  just  i  I 
he  says.  Rather,  tl  I 
rican  Life  deal  i  I 
signed  to  spread  wealth.  As  the  cc  | 
begins  to  make  its  transition  to 
racial  democracy,  Ncube  argues, 
be  crucial  to  address  questions 
nomic  democracy  as  well.  If  not, 
recipe  for  revolution."  With  expect 
among  South  Africa's  blacks  rising, 
and  his  counterparts  are  working 


1  inn '. 


By  Ahm  Fine  in  Johanni 
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1639.  And  he's  still  flying 
with  us  today 

His  name  is  synonymous  with  Champagne.  For  it  was 
Dom  Perignon  who  first  produced  this  wine  full  of  stars. 

So,  it  is  only  fitting  that  United  serves  his  legacy, 
vintage  Dom  Perignon,  in  our  international  First  Class 
cabins.  Along  with  the  world's  finest  liqueurs  and  spirits. 

United's  international  First  Class.  For  those  accus- 
tomed to  excellence  in  every7  detail. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
f  lv  the  friendlv  skies. 


United  Airlines 


Compaq  And  Microsoft. 
The  Connection  That's  Making 
"Plug  And  Play"  A  Reality. 


Just  about  everyone  who 's  ever  used  a  computer  has 
experienced  the  same  thought:  Wouldn't  it  be  great 
if  setting  up  or  upgrading  your  machine  was  as  easy 
as  turning  it  on? 

The  idea  is  called  "Plug  and  Play."  People  have  been 
talking  about  it  for  years.  But  now,  an  ongoing  partnership 
between  Compaq  and  Microsoft,  working  with  other 
industry  leaders,  is  actually  making  it  happen. 

Plug  and  Play  is  the  result  of  some  very  fresh  think- 
ing in  both  hardware  and  software  -  an  accomplishment 
that  tapped  the  combined  engineering  expertise  of  both 
companies.  Together,  Compaq®  computers  and  the  next 
version  of  the  Microsoft®  Windows™  operating  system  (code- 
named  Chicago)  will  deliver  the  long-promised  benefits 
of  true  Plug  and  Play:  easy  setup,  easy  expansion  and 
easy  connection  to  peripherals. 

Which  means  no  more  configuration  headaches.  No 
more  hidden  switches,  cryptic  codes  or  mystery. 

Even  today,  Compaq  is  shipping  computers  that  will 
take  full  advantage  of  Plug  and  Play  technology  as  soon 
as  the  forthcoming  version  of  Windows  is  available.  So  the 
Compaq  &  Windows  combination  will  quickly  become 
the  standard  for  Plug  and  Play  computing.  A  welcome 
reassurance  for  people  who  buy  computers. 

COMPAQ  Microsoft 


C'lW  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  Registered  U  S  Patent  an.l  Trademark  Office  Microsoft  is  a 
ot  the  Microsoft  Corporation.  Window  sis  a  trademark  of  the  Microsoft  Corporation 
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MEXICO:  THE  ROAD  TO  THE  PRESIDEHCY 
RUNS  THROUGH  CHIAPAS 


All  eyes  in  Mexico  are  on  the  negotiations  between 
the  government  and  the  hooded  Zapatista  rebels  in 
Chiapas.  The  talks  are  now  in  recess  while  the  rebels 
consult  with  their  supporters  and  mull  over  the  government's 
offer  to  improve  living  conditions  in  the  impoverished  state. 
But  whatever  the  outcome,  the  January  rebellion  in  Chiapas  is 
having  a  profound  effect  on  Mexico. 

The  Institutional  Revolutionary  Party  (PRI),  which  has  ruled 
virtually  unchallenged  for  65  years,  now  finds  itself  embattled 
on  several  fronts.  Faced  with  discontent  at  home  and  greater- 
scrutiny  from  abroad  because  of  the  North  American  Free 
Trade  Agreement,  the  PRI  was  forced  to  accept  sweeping 
electoral  reforms  for  the  Aug.  21  presidential  vote.  It  also 
needs  to  appease  the  increasingly  vocal 
workers  and  debt-strapped  farmers, 
while  at  the  same  time  keeping  the 
economic  program  that  has  helped  at- 
tract $42  billion  in  foreign  investment 
on  track. 

While  the  PRI  candidate,  Luis  Don- 
aldo  Colosio,  is  running  ahead  in  the 
polls,  victory  is  by  no  means  assured. 
His  strongest  challenger  is  Cuauhte- 
moc Cardenas  of  the  left  wing  Demo- 
cratic Revolutionary  Party  (PRO).  Many 
observers  think  Cardenas  was  cheated 
of  a  victory  over  President  Carlos  Salinas  fie  Gortari  in  1988. 
Although  he  is  unlikely  to  win,  Cardenas  is  going  to  have 
more  access  to  both  the  local  and  foreign  media  to  make  his 
populist  case  against  Salinas'  privatizations.  That  could  spook 
the  stock  market  and  put  pressure  on  the  peso. 
"BITTER  FRUIT."  The  pri  is  clearly  worried  about  the  chal- 
lenge. Even  party  spokespeople  such  as  Santiago  Onate  admit 
that  Colosio  got  off  to  a  slow  start  and  that  he  has  been 
overshadowed  by  Salinas'  negotiator  in  Chiapas,  Manuel  Ca- 
macho,  a  former  rival  for  the  PRI  presidential  nod.  The  Chia- 
pas rebellion  by  poor  Indians  and  peasants  shocked  the  PRI. 


Now,  party  officials  worry  that  the  500,000  workers  ja 
have  lost  their  jobs  in  the  past  year  and  other  losers  ufer 
Salinas'  economic  policies  will  seize  on  the  election  as  a  vl 
for  protest.  "This  bitter  fruit  from  the  economic  openia  I 
ripening  at  the  worst  possible  time,"  says  a  top  Colosio  |3e. 

Although  party  stalwarts  say  Colosio  has  no  intention  qre 
versing  Salinas'  economic  reforms,  there  will  certainly  b<ac 
justments.  Under  Salinas,  this  large,  diverse  countryites 
been  tightly  disciplined  by  Ivy  League  technocrats  whofc- 
sidered  Western  investors  their  main  constituency.  Alr«| 
the  rebels  and  their  sympathizers  have  forced  a  shift.  Fop- 
stance,  the  government  last  week  made  Mexican  banks  ick 
off  from  foreclosing  on  thousands  of  farms.  Colosio  says  umi 
elected,  he  would  emphasize  traine 
and  small-business  loans  as  well  afl 
proving  such  basic  needs  as  htm 
care  and  education.  Fearful  that  (H 
sio  will  relax  economic  discipline,  .'int 
technocrats  are  thinking  of  bailing! 
OPTIMISTIC  TALK.  But  economists©)' 
investors  shouldn't  worry  about  (rio 
sio  loosening  up  a  bit.  Having  r| 
surplus  the  last  three  years,  the  H 
ernment  can  now  go  slightly  mo 
deficit  without  sapping  its  final 
strength.  Already  Salinas  has  drones 
interest  rates  from  16%  to  8.8%,  and  growth  is  expectelto 
kick  up  to  3.0%  this  year.  "The  government  has  the  resoila 
to  spend  more  without  too  much  problem,"  says  Arturo  A<vc 
do,  an  economist  at  Vector,  a  brokerage  house. 

The  risks  are  higher  on  the  political  side.  Mexico  is  hezpg 
into  uncharted  territory  as  the  ruling  party  relaxes  its  in. 
One  hears  lots  of  optimistic  talk  about  Camacho  event™ 
heading  a  centrist  opposition  party  that  will  give  Mexi&a 
two-party  system  mirroring  its  neighbor  to  the  north.  ButH 
a  conflict-free  outcome  is  far  from  assured. 

By  Geri  Smith  in  Mexicofby 


GLOBAL  WRAPUP I 


ISRAEL 


The  turmoil  following  the  massacre 
of  Palestinians  in  Hebron  threatens 
to  cool  off  the  red-hot  Israeli  economy 
as  well  as  put  off  promising  Arab-Is- 
raeli business  deals.  The  economy  grew 
at  12%  for  the  second  half  of  1993  and 
was  expected  to  tack  on  another  6%  to 
7%  this. year.  But  it  could  be  set  back 
sharply.  The  most  vulnerable  sectors 
are  tourism,  which  has  seen  record 
volumes  in  the  past  two  years,  and 
construction,  which  grinds  to  a  halt 
when,  as  now,  Israel  closes  its  borders 
to  Arab  laborers  from  the  territories. 

Among  the  Israeli-Arab  ventures 
that  could  be  hurt  is  the  International 


Palestinian  Bank,  a  partnership  be- 
tween Israel's  Bank  Leumi,  Morocco's 
Banque  Commerciale  du  Maroc,  Spain's 
Banco  Central  Hispano,  and  a  group 
of  Palestinian  investors.  Bank  Leumi 
was  getting  set  to  hand  over  its  two 
West  Bank  branches  to  the  new  entity. 
But  now,  Leumi  Chairman  Moshe  San- 
bar  fears  it  is  on  "the  back  burner." 

Economic  forces  could  bring  the  two 
sides  back  to  the  bargaining  table.  The 
Palestinians  cannot  afford  to  have  their 
workers  shut  out  of  Israel  for  long. 
And  the  Israelis  know  that  a  souring  of 
the  peace  process  will  likely  mean  an 
end  to  the  foreign-investor  interest 
that  has  boosted  their  economy  and  fi- 
nancial markets. 


NEW  EUROPEAN  ORDER  1 

The  pending  membership  of  SwerJn. 
Finland,  and  Austria  in  the  Ei» 
pean  Union  is  bad  news  for  smapr 
countries  such  as  Portugal,  Greece,  jd 
Ireland.  These  countries  are  now  at 
to  band  together  to  block  measuiS, 
gain  exemptions  from  competition,  ic 
get  aid.  But  with  the  increased  vos 
of  the  new  members,  who  are  sew 
join  Jan.  1,  it  will  be  harder  for  srSl! 
groups  to  form  veto  blocs.  The  rw 
system  is  likely  to  increase  the  clou  01 
big  pro-free-market  countries  suchat 
Britain  and  Germany.  The  sma3i 
countries  are  still  battling  for  chanK 
that  would  preserve  their  clout. 
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You  know  what  your  employees  w  ill  say  if  you  switch 
401  (k)  providers.  "Will  I  make  more  money?"  Tell  them  that's  exactly 

what  a  John  Hancock  Flexible  401  (k)  Plan  is  designed  for. 

Our  portfolio  of  investments  includes 
some  of  the  best  stock,  bond,  balanced,  and 
stable  value  investments  in  the  industry. 


Real  life,  real  answers.' 

/  M     Financial  Services 


We  also  received  among  the  highest  financial  strength 
ratings  from  the  major  ratings  agencies  like  Standard  &  Poor's, 
Duff  &  Phelps,  A.M.  Best  and  Moody's  Investor  Services. 

For  the  second  year  in 
a  row,  John  Hancock  401  (k) 
was  ranked  #2  for  investment 
management  service  quality  by 
mid-size  plan  sponsors.* 

So,  if  you'd  like  to 


Our  40l(k)  is  flexible.  But  based 
3n  our  performance,  you  might  qot 
want  to  change  a  thing. 


meet  with  us  to  talk  about  a 
John  Hancock  Flexible  401  (k) 
Plan  for  your  company,  just  say 
where  and  when.  We're  flexible. 
Call  (800)  294-7734. 


*©  1W  DALBAR  Surveys.  Inc.  'OlW  |ohn  Hancock  Mutual  Life  Insurance  Company.  John  Hancock  Distributors.  Inc.. 
and  affiliated  companies.  Boston.  MA  02117.  Investments  noted  above  are  non-registered  group  annuity  contracts. 


TELECOMMUNICATIONS  I 


WHAT  PRICE 
AIR? 


The  FCC  readies  an  airwave  auction  by  boning  up  on  game  theory 


Australian  bureaucrats  thought 
they  had  struck  it  rich  last  April 
when  they  auctioned  off  rights 
to  use  the  airwaves  for  a  satellite-TY 
service.  An  investment  group  called 
Ucom  Proprietary  Ltd.  submitted  a 
sealed  bid  for  $152  million,  far  above 
government  projections.  The  problem 
was  that  Ucom  had  no  intention  of 
spending  that  much.  It  deliberately  de- 
faulted on  its  winning  bid.  forcing  the 
government  to  turn  to  the  next  lower 
bid— which  was  also  Ucom's.  The  compa- 
ny proceeded  to  default  on  one  bid  after 
another  before  finally  sticking  with  one 
that  was  just  slightly  higher  than  the 
bid  of  its  closest  rival,  which  by  then 
had  leaked  out.  Ucom  walked  off  with 
the  license  for  S84  million— setting  off 
an  uproar  that  nearly  cost  Australia's 
communications  minister  his  job. 

The  U.  S.  Federal  Communications 
Commission  is  determined  not  to  make 


such  a  mistake  later  this  year  when  it 
hands  out  licenses  for  new  wireless 
phone  systems  known  as  Personal  Com- 
munications Services  IPCS).  In  the  past, 
the  agency  awarded  licenses  free  of 
charge,  either  through  lotteries  or  hear- 
ings. This  time  around,  it  intends  to 
hold  its  first-ever  auction.  To  make  sure 
the  sale  goes  smoothly,  the  FCC  has  en- 
listed the  help  of  an  expert  in  game 
theory.  John  McMillan,  an  economist  at 
the  University  of  California  at  San  Die- 
go. His  job  is  to  apply  the  principles  of 
game  theory— a  branch  of  applied  math- 
ematics that  studies  how  people  try  to 
outsmart  one  another  in  contests  rang- 
ing from  checkers  to  politics— to  help 
the  FCC  get  the  most  for  its  licenses. 

Not  to  be  outdone,  potential  bidders 
have  signed  up  their  own  game  theo- 
rists. Pacific  Bell  has  hired  Stanford  Uni- 
versity Professors  Robert  B.  Wilson  and 
Paul  R.  Milgrom.  Bell  Atlantic  Corp.  has 
engaged  Yale  University  Professor  Bar- 
ry J.  Xalebuff  and  Stanford"s  Jeremy 
Bulow.  MCI  Communications  Corp.  has 
enlisted  University  of  Maryland  econo- 
mist Peter  Cramton.  The  consultants 
have  been  arguing  in  filings  to  the  FCC 
over  what  the  rules  of  the  auction 
should  be.  Once  the  agency  decides  on 
the  rules— which  Congress  has  said  it 


must  do  by  Mar.  8— the  theorist 
change  gears,  helping  their  clients  c 
bidding  strategies  to  exploit  the  sy 
If  all  goes  as  planned,  which  is 
means  assured,  the  Office  of  Ma 
ment  &  Budget  hopes  the  auction 
raise  more  than  SL2  billion. 
true  fun.  Game  theory  dates 
the  1940s,  when  mathematician  Joh 
Neumann  and  economist  Oskar  Mo 
stern  turned  their  formidable  an 
abilities  to  playing  their  favorite 
poker.  Their  goal  was  to  understan 
best  strategy  to  pursue— bluff 
stand  pat.  or  raise— given  a  part 
hand.  Game  theory  was  funded 
1950s  and  1960s  by  the  Pentagon 
was  interested  in  the  best  strategi 
avoiding— and  fighting— a  nuclear 
But  it  has  generally  been  shumw 
business  because  the  real  world  m 
too  complex  and  fickle  to  structur 
analyze  in  any  meaningful  way.  Ai 
tion,  with  rules  known  by  all  part 
an  exception,  however.  "This  is 
the  biggest  applications  of  game  t 
in  a  long  time."  says  University  of 
economist  R.  Preston  McAfee 
advising  Airtouch  Communication 
wireless  business  that  is  being  sp 
by  Pacific  Telesis  Group. 

The  bidders*  game  theorists  ar< 
ing  a  rollicking  good  time  devising 
egies  that  will  play  to  their  e 
strengths— and  minimize  their  wea 
es.  Before  its  Feb.  28  announcemer 
it  would  take  a  11%  stake  in  I 
Communications  Inc..  which  has 
less  franchises  across  the  natio 
had  lobbied  the  FCC  to  award  a 
cense  that  covered  the  entire  co 
MCI  figured  that  most  other  big  t 
companies  would  be  disqualified 
bidding  for  such  a  broad  license 
grounds  that  they  already  own  su 
tial  cellular  properties.  Furthermo 


FOUR  WAYS  TO  SELL  OFF  THE  AIRWAVES 


ENGLISH  AUCTION 


METHOD  An  auction- 
eer keeps  raising  the 
price  until  a  single 
bidder  remains. 

COMMENT  Pushes 
prices  high  because 
participants  see  what 
rivals  are  doing  and 
thus  act  aggressively. 
But  bidders  could 
collude  to  keep 
prices  low. 


DUTCH  AUCTION 


METHOD  An  auction- 
eer starts  high  and 
lowers  the  price  until 
someone  bids. 


COMMENT  Bidders 
tend  tc  act  cautiously. 
This  might  yield  less 
to  the  government, 
but  that  could  leave 
the  winner  with 


SEALED-BID  AUCTION  ■  I  VICKREY  AUCTI 


METHOD  Bids  are  se- 
cret, and  the  highest 
wins. 


COMMENT  Less  sub- 
ject to  collusion,  since 
nobody  knows  what 
anybody  else  is  doing. 
Could  yield  less  reve- 
nue to  the  govern- 


more  money  left  to 
build  a  network. 


ment  since  bidders 
tend  to  act  cautiously. 


METHOD  The  higfe 

sealed  bid  wins,  I 
the  winner  pay* 
price  of  the  selc- 
highest  bid. 

COMMENT  ProL 

high  bids,  sinair- 
ticipants  know  k 
won't  pay  as  mufc 
they  bid.  But  thef 
a  perception  that  J 
the  seller  gets 
too  little. 


SCIENCE  &  TKl 


Sleeping  in  Business  Class:  A  brief  history. 


1994: 

New  [LM  Northwest 
World  Business  Class... 


World  Business  Class 


5'.' 


A  New  World  Of  Comfort,  Choice  And  Control 

Together,  Northwest  and  KLM  introduce  an  intercontinen- 
tal Business  Class  that  otter-  you  a  world  ot  Comfort,  Choice 
and  Control.  The  comtort  ot  rest  and  relaxation.  The  choice 
of  your  own  entertainment  and  preferred  meals.  And  serv  ices 
in  your  >  >wn  language.  All  enabling  you  to  control  your  own 
flight  experience. 

The  Comfort  Of  Increased  Space 

Those  who  travel  regularly 
between  continents  know  that 
nothing  can  replace  the  comfort  of 
rest  and  relaxation.  With  that  in 
mind,  KLM  and  Northwest  have 
increased  by  nearly  50%  your  personal  -pace,  providing 
increased  comtort  ...whether  you  choose  to  work,  relax  or 
stretch  out  and  sleep. 

The  Ultimate  Measure  Of  A  Good  Seat 

Tlie  tir-t  priority  for  comtort  is  always  the  seat.  World 
Business  Class  has  increased  by  nearly  50%  both  legroom  and 
recline  -  providing  more  room  than  virtually  any  other  world- 
wide airline.  That's  nearly  a  tlx>t  more  space  between  you  and 
the  seat  in  front  ot  vou  and  3"  additional  seat  recline. 


Yi  >ur  comtort  is  complete 
with  a  carefully  designee 
k     adjustable  leg-rest, 
jS^k     contour  pill 
■K       ind  blankets 


from  some 
ot  the  world's 
finest  textile  mill 
like  John  Horsfallck 
Son-,  England. 

Your  Personal 
Entertainment  System 

With  a  multi-channel,  in- 
flight entertainment  system 
at  even,  seat,  you  enjoy  more  con- 
trol and  more  choice  than  you've 
ever  had.  From  first-run  feature 
films  to  classic  music  perfor- 
mance- to  comedy. 


...so  good  you  c 


on,  on  Northwest  flights  between  the  U.S.  and  Asia,  you 
[1  he  able  to  test  your  skills  at  Nintendo®  videogames. 

uly  World  Class  Cuisine 

>rkl  Business  ( lass  menus  otter  a  range  of  meal  choices 
leering  your  international  tastes.  Many  flights  feature 
hes  developed  by  wi  n  ld  renowned  chefs,  such  as  Nobu 
itsuhisa,  Waldy  Malout  and  Jose  Gutierrez, 
compliment  your  meal,  you  may  select  from  the  world's 

finest  wines  and  exclusive 
|  champagnes,  such  as 

Mumm  Cordon  Rouge 
I  aboard  KLM  and  Perrier- 
B  Jouet  Belle  Epoque  aboard 
rthwest.  Daytime  meals  are  served  in  a  leisurely  manner, 
ile  night-time  service  is  efficient  and  quick  so  you  have 
re  time  to  relax  and  sleep. 


Distinctive  Service  To  Asia 

World  Business  Class  service 
reflects  your  flight  destination.  On 
many  flights  to  and  from  Asia  you'll  find 
we  speak  the  language  of  your  destina- 
tion. 


And,  you'll  enj<  >v  multilingual  in-flight  mi  ivies  and,  often, 
local  newspapers  and  magazines.  Y<  hi  may  also  select  one  of 
our  Asian  specialties  on  the  menu,  ( >r  from  a  variety  of 
western  meals. 

Our  Thanks  For  Flying! 

We'd  like  to  give  y<  >u  a  special  thank 
for  traveling  World  Business  C  !lass. 
On  flights  operated  by  Northwest,  beginning  in 
April,  you'll  receive  a  complimentary  compact  disc 
from  the  World  Business  Class  Collect*  >r's  Series,  and  t  in 
KLM-operated  flights,  collectable 
Delft  Blue  houses  containing  '  ~l 

Dutch  B<  'Is ']"« inge  genever'  gin 


'[  r 


7  lis  A, 

So  you  see,  KLM  and  Northwest  created  World  Business 
Class  with  passenger  preferences  in  mind.  Your  preferences. 
It  offers  you  a  combination  <  if  Comfort,  Choice  and 
mtrol  that  has  no  equal  in  the  sky. 

For  reservations  and  information  call  your  local 
travel  agent,  Northwest  or  KLM. 


The  contents  of  this  insert  were  accurate  as  i  >/ 
2HM4  and  may  he  subject  to  change.  As  >  4 
.V-'/AM.  the^e  vrnas  will  he  available 
exelusn  elx  i  <n  all  KLM  Boeing  747  and  WD- 1 1 
aircraft  ami  all  N/i  rnhwest  Bi  leing  747  aircraft 
(except  the  individual  entertainment  system) , 
hut  may  not  he  available  on  other  aircraft  types. 

Nintendi  i®  is  a  trademark « >/  Nmtendi  1 1  >j 
America,  Inc. 

©  1 994 .  KL\ I  Ri  ryal  1  haeh  Airlines  and 
Northwest  Airlines,  Ine 


leep  through  it. 


World  Business  Class 


A  Whole  New  World  of  Service 

KLM  and  Northwest,  two  of  the  world's  pioneer  airlines,  have  joined  together  to  form-the first  truly 
global  airline  alliance.  Taking  you  to  more  than  380  cities  in  81  countries  on  6  continents  wtth  an 
integrated  flight  experience.  And  now  introducing  you  to  World  Business  Class,  a  whole  new  level  of 
service  on  intercontinental  flights  worldwide.  It  offers  you  the  combination  of  passenger 
Comfort,  Choice  and  Control  that  has  no  equal  to  the  sky,  f 


jsed  that  the  bid  be  awarded 
gh  a  Vickrey  auction,  a  sealed-bid 
dure  in  which  the  high  bidder  wins 
>nly  pays  the  price  of  the  second- 
st  bid  (table,  page  48).  MCI  calculat- 
at  with  the  pool  of  bidders  small, 
econd-highest  bid  would  probably 
n.  "It  was  so  ridiculously  self-serv- 
t  wasn't  funny,"  says  Yale's  Nale- 
mci  later  dropped  the  idea. 
9  FCC  sees  right  through  such  pro- 
3,  which  would  limit  the  govern- 
s  take.  The  agency  does  plan  to 
small  businesses,  women,  and  mi- 
es  by  setting  aside  some  licenses 
tiich  only  they  will  be  allowed  to 
ind  by  letting  them  pay  in  install- 
i.  But  big  businesses  won't  get  any 
break,  though  they  complain  that 
1  have  to  spend  so  much  for  licens- 
at  they  won't  have  anything  left 
Id  their  systems.  Kent  Y.  Nakamu- 
i  FCC  attorney,  argues  that  even  if 
overnment  did  devise  an  auction 
eft  more  money  in  the  pockets  of 
rs,  there's  no  assurance  that  they 
1  invest  it  in  wireless  infrastruc- 


me  theory  has  been  used 
everything  from  poker  to 
r,  but  until  now,  business 
has  largely  shunned  it 


nstead  of,  say,  executive  bonuses, 
maximize  the  take,  the  agency  will 
likely  go  with  a  standard  English 
ii  in  which  the  winner  pays  what  it 
and  everyone  can  see  all  bids  as 
are  being  made,  either  electron- 

or  in  person.  Game-theory  re- 
i  has  shown  that  open  auctions 
to  stimulate  bidding  because  the 
iders  don't  worry  as  much  about 
winner's  curse"  of  overpaying: 
i  bids  foster  restraint  for  fear  of 
Jssly  making  an  offer  that's  way 

the  second-highest  bid. 
3AGE  bids"?  The  FCC  also  wants  to 
'S  to  the  public  as  rapidly  as  pos- 
however,  which  raises  another  is- 
ihould  it  take  bids  for  all  2,500  or 
wave  licenses  at  once?  The  agency 
Js  to  sell  two  licenses  apiece  in 
of  51  regions  called  "major  trad- 
pas"  and  five  licenses  apiece  in 
>f  492  smaller  "basic  trading  areas." 
amp  of  game  theorists  argues  that 
3nses  should  be  put  up  for  bid  si- 
neously.  That  would  make  it  easier 
yers  to  assemble  licenses  into  eco- 
ally  efficient  blocs  of  adjoining  ar- 
"his  method  appeals  to  the  FCC, 


.  TECHNOLOGY 


#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return** 

30%.  


25 
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15 
10 
5 
0 


-S&P  500 

14.7% 


KAUFX 
FUND 

26.6% 


More  than  twice  the  average  total 
annual  return  of  all  funds. 

Morningstar  5  Star  (*****)  Rating 

(as  of  12/31/93) 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital  appre- 
ciation through  investment  in  small 
growth  companies.  The  Fund 
invests  primarily  in  companies 
beyond  the  venture  stage  that  are 
profitable  and  have  substantial 
growth  orospects. 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  co-managers. 


For  information  call: 


1-800-562-9210 


Period  of  12/4/87-12/31/93. 

*Five  year  period  ending  12/31/93,  per  Lipper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after  reorganization,  the 
Fund's  total  return  was  229.63%.  The  Fund's  compounded  annualized  return  to 
December  31,  1993  for  the  one  year,  and  2/86-12/93  periods  are  18.2%,  16.4% 
respectively.  Total  returns  for  periods  ending  December  31,  1993  are  historical  and 
include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a 
0.2%  redemption  fee  and  a  12b-1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged 
index  consisting  of  the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more 
information  including  charges  and  expenses,  please  read  the  prospectus  carefully  before 
you  invest.  The  performance  cited  represents  past  performance  which  is  not  indicative  of 
future  results;  investment  performance  fluctuates;  fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


Do  Boers 

The 25th  Anniversary  Diamond  Necklace. 


brilliant  celebration 
of  your  loving  marriage. 


Diamond  center  stone  of 2.00  carats. 

For  the jeweler  nearest  you  call  1-800-624-5448. 


A  diamond  isjbrever. 


Introducing 
flat  fee  trading: 

any  stock, 
any  amount  * 

any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
the  belief  that  people  who  make  their  own 
investment  decisions  shouldn't  have  to 
overpay  to  execute  them 

Instead  of  commissions  that  escalate 
with  the  price  ol  a  stock  or  the  number  ol 
shares  traded,  we  charge  one  flat  $30  fee 
for  ANY  NASDAQ  equitj  transaction.  And 
the  same  $30  lee  lor  up  to  5,000  shares 
of  any  listed  equity. 

*Listed  orders  in  excess  of  5,000  shares 
will  incur  an  additional  one  cent  per 
share  lee  on  the  entire  order. 

Whether  you're  trading  5.000  shares 
of  IBM  or  25,000  Intel,  our  price  is 
guaranteed.  And  so  is  your  satisfaction.  If 
you  have  any  problems  with  our  service, 
tell  us.  And  your  $30  will  be  returned.  No 
hassles.  And  no  catches. 

So  call  for  your  new  account  kit  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

BROKERS 

Discounting  Rt-rtcfincd 

1-800-4-1  -PRICE 

Member  NASD  and  SIPC 
\urV.  •  I .<>s  \ngeles .  Chicago  •  Dallas  .  U  I'alm  Beach 
mi  accounts  protected  up  to  $10  million 


because  if  bidders  get  what  they  nel 
the  auction  they  won't  waste  time! 
ing  licenses  afterward,  and  wirelesl 
vices  would  reach  market  more  qui 
Trouble  is,  requiring  buyers  to  si 
all  their  bids  at  once  could  be  a  i| 
mare  of  complexity.  And  the  morel 
plicated  the  auction  is,  the  greatel 
threat  of  legal  challenges  from  11 
bidders— a  major  concern  of  the  FcJ 
yond  that,  the  rules  would  pro 
have  to  allow  contenders  to  with 
and  shift  around  offers— so  a  biddei 
lost  New  York  wouldn't  be  stuck 
paying  a  high  price  for  a  contij 
New  Jersey  property  that  it  no  1 
wanted.  But  if  offers  can  be  withd 
"people  can  submit  all  sorts  of  ga 
bids,"  says  Northwestern  Univc 
economist  Daniel  R.  Vincent,  who 
vising  Washington-based  Americar 
sonal  Communications  Inc.,  a  con 
backed  by  Washington  Post  Co.  W 
serious  bids  as  a  guide  to  value,  b 
tend  to  be  cautious— and  come  in 
big  unknowns.  <  )f  course,  the  alii 
tive  isn't  entirely  palatable,  either! 
sequential  auction,  using  either  ^| 
bids  or  open  ones,  licenses  are 
one  at  a  time,  like  paintings.  Be 
buyers  can't  go  after  geographic  bl< 
at  once,  they  may  not  bid  as  mu< 
properties.  "The  problem  with  seqi 
is  that  it  doesn't  allow  bidders  to 
express  what  they  might  be  willi 
pay,"  says  the  Fee's  Nakamura.  B< 
lantic  wants  a  sequential  auctio 
cause  it  is  less  complex  and  less 
ject  to  legal  challenge.  But  Air 
Communications,  the  Pacific  Telesis 
off,  doesn't  like  this  idea  because  si 
auction  might  drag  on  and  on,  w; 
everyone's  time.  If  the  auction 
quential,  Nynex  Corp.  is  hoping 
properties  won't  be  auctioned  off 
biggest  to  smallest— because  it  d 
want  New  York  to  go  first.  Game  f 
suggests  that  Nynex  might  be  a 
save  money  by  calibrating  a  bid  fo: 
York  from  the  winning  bids  for 
areas. 

Academics  have  devoted  entii 
reers  to  exploring  just  such  que; 
As  the  Mar.  K  deadline  approache 
fcc  still  had  to  make  major  decisio 
eluding  whether  to  choose  simultE 
bidding,  sequential  bidding,  or  sor 
brid.  "There  is  no  obvious  best 
says  Yale's  Nalebuff.  One  thing  is 
though:  No  matter  what  rules  pi 
the  government  is  bound  to  do 
than  it  has  in  the  past.  Since  the 
of  broadcasting,  the  fcc  has  beer 
ing  gifts  of  licenses.  It  doesn't  t 
game  theorist  to  point  out  that  an 
nings  are  better  than  none. 

By  Mark  Lewyn  in  Wash 
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welopments  to  Watc 


BY  OTIS  PORT 


R'S  GOLD  IN  THEM 
R  COMPUTER  CHIPS 


Alchemists  of  old 
sought  to  turn  lead 
into  gold.  That  didn't 
work,  but  Japanese  sci- 
entists think  silicon  chips 
can  be  mined  for  the 
precious  metal.  So  much 
gold  is  used  to  make 
computer  parts  that 
computers  typically  con- 
tain more  of  the  metal 
per  ounce  than  most 
gold  ores. 

The  method,  devised 
by  the  Tohoku  National 
;rial  Research  Institute  in  Sendai,  is  magically  simple, 
immerse  such  components  as  integrated  circuits  and 
lated  connectors  in  an  acid.  Then,  run  the  acid  solution 
>olymer  beads  impregnated  with  a  special  reagent  that 
onto  gold  ions,  ignoring  other  materials.  Finally,  dissolve 
astic  in  an  organic  solvent,  and  the  gold  can  be  si- 
d  off.  The  Tohoku  researchers  have  already  tested  the 
que  by  retrieving  gold  from  the  effluent  of  an  industri- 
d-plating  process.  Next,  they  hope  to  mine  nuggets 
i  high-tech  junkyard. 


L  THIS  BLOOD-PRESSURE  DRUG 
*  KEEP  FAMILIES  SMALLER? 


e  Long  Island  couple's  struggle  to  conceive  a  child  may 
ave  two  happy  endings.  After  molecular  biologist  Susan 
:  found  the  culprit— the  man's  blood-pressure  medica- 
ielene  Achenbaum  became  pregnant  eight  months  ago. 
>s  story  two:  The  drug  might  be  the  key  to  the  first 
eversible  contraceptive  pill  for  men. 
experiments  headed  by  Benoff  at  North  Shore  University 
.al  in  Manhasset,  N.Y.,  normal-looking  sperm  from  10 
ailed  to  fertilize  eggs  in  test  tubes.  All  were  taking  a 
pressure  drug  called  nifedipine,  which  is  sold  under  the 
name  Procardia.  The  drug  alters  the  surface  of  sperm, 
iting  them  from  binding  to  the  mannose,  or  sugar 
lies,  on  the  surface  of  the  egg.  Next,  Benoff  plans  to  ex- 
he  study  to  50  to  100  men.  If  the  initial  findings  are  con- 
by  further  study,  she  hopes  to  develop  a  male  contra- 
e  without  the  side  effects,  such  as  dizziness,  of  many 
pertensive  drugs. 


BROTHER  TRAINS  HIS  BIG  EARS 
ELECTRONIC  NETWORKS 


•ug  your  telephone,  the  Federal  Bureau  of  Investigation 
1  the  Justice  Dept.  must  obtain  a  court  order.  But  the 
frill  be  much  more  lenient  for  eavesdropping  on  elec- 
networks,  such  as  the  Internet,  CompuServe,  and 
ca  Online.  Government  agents  will  only  be  required  to 
istrate  that  a  person  merits  investigation.  At  least 
what  the  Administration  will  propose  in  a  measure 
!j  )  be  introduced  on  Capitol  Hill.  The  proposal  would  also 
e  that  all  network  providers  build  in  the  capability  to 


record  any  person's  messages  and  deliver  them  to  federal 
law-enforcement  authorities. 

The  bill  seems  certain  to  touch  off  a  right-to-privacy  brouha- 
ha. Opposition  will  no  doubt  come  from  such  advocacy  groups 
as  the  American  Civil  Liberties  Union  and  the  Electronic 
Frontier  Foundation,  and  they  could  be  joined  by  much  of  the 
telecommunications  industry.  But  Justice  and  the  FBI  believe 
that  without  such  power,  terrorists  and  criminals  will  find  it 
easier  to  evade  detection  and  corrupt  the  information 
highway. 


FASHIONING  DESIGNER  DRUGS 
IN  RECORD  TIME 


A researcher  at  Rensselaer  Polytechnic  Institute  in  Troy, 
N.Y.,  has  found  a  building-block  shortcut  to  designer 
drugs.  Curtis  M.  Breneman,  an  RPI  assistant  professor  of 
chemistry,  can  predict— in  a  fraction  of  the  time  it  now  takes- 
how  the  large  molecules  in  a  drug  will  interact  with  those  in 
the  body.  The  trick  is  to  estimate  the  density  and  shape  of  the 
"electron  cloud"  that  surrounds  atoms  and  molecules.  This 
cloud  is  what  determines  whether  molecules  will  bind  to  each 
other  and  how. 

Cloud  density  can  be  calculated  precisely  with  esoteric 
quantum  mechanical  equations.  But  this  takes  months,  even 
years,  of  computer  time.  Instead,  Breneman  and  his  team 
have  created  a  library  of  simulated  atoms  from  which  big 
molecules  can  be  constructed  atom  by  atom. 

Since  the  shape  of  an  atom's  electron  cloud  depends  on 
adjacent  atoms  within  the  molecule,  Breneman's  technique 
accommodates  these  fluctuations.  The  result  simulates  a 
molecule's  actual  electron  density  to  within  1%  or  2%.  That's 
good  enough  for  most  purposes,  says  Breneman.  Indeed,  a  ma- 
jor drug  company  is  already  using  his  method  to  search  for 
promising  compounds. 


SOON,  A  ROBOT'S  GLANCE 

MAY  BE  AS  SHARP  AS  A  HUMAN'S 


The  trouble  with  arti- 
ficial vision  systems 
is  that  they  try  to  ana- 
lyze everything.  Hu- 
mans, on  the  other  hand, 
just  look  for  some  salient 
feature  that  leads  to  a 
quick,  tentative  conclu- 
sion about  what's  being 
viewed.  Then,  the  eye 
jumps  to  a  few  other  el- 
ements in  order  to  con- 
firm or  modify  the  origi- 
nal interpretation. 

If  robotic  vision  sys- 
tems could  ignore  everything  but  a  few  key  features,  they 
might  be  more  accurate  as  well  as  faster.  That's  why  re- 
searchers at  the  University  of  Rochester  are  combining  the 
"decision  tree"  approach  used  in  expert  systems  software  with 
the  latest  image-analysis  algorithms.  The  first  result  is  a 
robot  butler  that  checks  place  settings  on  a  table  to  tell 
whether  the  meal  will  be  a  formal  dinner  or  a  luncheon.  The 
system  earned  a  PhD  for  Raymond  D.  Rimey.  But  interpreting 
table  tops  and  other  static  scenes  is  a  snap  compared  with 
moving  images,  says  Christopher  M.  Brown,  a  professor  of 
computer  science.  "That's  our  next  challenge." 
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YOU'RE  ALREADY  DOING  Fl 
THIS  JUST  LETS  YOU 


It's  Friday  again.  And  there  are 
still  things  on  your  plate  from 
Monday.  Seems  like  there's  more 
and  more  you  have  to  know  and 
always  a  bigger  range  of  jobs  you 
have  to  pull  together.  All  at  once. 

So  what  do  you  do? 

Well,  common  wisdom  has  a 
suggestion:  simplify. 

That's  where  the  Microsoft 
Office  comes  in.  The  basic  idea 
here  is  a  diverse  group  of  first-rate 
computer  programs  that  are  so 
similar  to  use,  so  intelligently 
designed  and  so  neatly  interlinked, 
that  as  far  as  you  can  tell,  it's  all 
one  amazing  program.  That  does 
everything.  In  one  place. 

Simple  enough? 

It  means  you  can  stay  focused 


on  what  you  want  to  accomplish 
instead  of  hunting  for  ways  to  lit  all 
your  work  together  into  one  piece. 

Think  about  how  involved  it's 
been  up  till  now  to  send  a  person 
alized  letter  to  all  your  customers. 

Now  it's  a  cakewalk. 

First  you  write  your  letter  in 
Word,  our  intuitive  word  proces- 
sor. Like  all  programs  in  the 
Microsoft  Office,  its  recognized  as 
the  very  best  of  its  kind. 

Say  you  want  to  highlight  some 
point  in  your  letter  with  a  chart  that 
shows  whats  up,  business-wise. 
You  can  skate  effortlessly  between 
programs  into  the  spreadsheet, 
Microsoft  Excel,  make  that  chart 
and  drop  it  back  into  Word. 

Nothing  to  it. 


Then  you  open  your  list  of  [S 
tomers  in  Microsoft  Access,  th, 
database  program.  You  can  instl 
ly  merge  the  addresses  into  yoif 
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David  Ibsen 

Ibsen  Sights  &  Sounds 

2747  Elrn  Court 

Ft.  Worth,  TX  76102 

Dear  Mr.  Ibsen: 

Last  year  was  our  biggest  ever  fork| 
are  utilizing  alternative  synth -driveil 
are  no  longer  the  whole  story. 


So  the  question  is,  are  you  rnakin, 
You  know  music  is  where  you  mi 
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It  doesn  't  get  more 
automatic  than  this. 
The  word  processor  in 
the  Microsoft  Office 
lets  you  instantly  cre- 
ate all  kinds  of  great- 
looking  reports  and 
letters.  It  can  even  fix 
your  typos  just  as  fast 
as  van  make  them. 
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Our  spreadsheet 
the  easiest  way  tc 
analyze  numbers  id 
turn  them  into  Gi 
pelting  charts  anall 
tables.  It's  so  insijM 
fid,  it  actually  trad 
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tips  nil  how  to 

things  more  easil 


oft  support  iv  no-charge;  however,  normal  telephone  company  charges  may  apply  ©  1994  Microsoft  Corporation  All  tight!,  reserved.  Microsoft  Office  Professional,  shown  here,  includes  Microsoft  Excel.  Wotd,  the  Pil*"* 

Outside  the  U  S.  anj  Canada,  call  your  local  Microsoft  subsidiaty  ot  12116)  916-S661.  MicrchM" 


FFERENT  THINGS  AT  ONCE. 
IEM  ALL  IN  ONE  PLACE. 


Br  and  print  out  personal  copies 
our  favorite  clients.  All  ten  or 
thousand  of  them. 
Work  this  good  calls  for  just  a 
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idow  Help 
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*Iow  more  and  more  musicians 
i  fales.  while  still  dominant, 
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.d  instruments  m  your  studio? 
your  options  are  getting  a  lot 


The  most  powerful 
and  flexible  way  to 
work  with  informa- 
tion is  right  here  in 
our  database.  So 
it's  simple  to  merge 
something  like  a 
mailing  list  directly 
into  your  letter. 
Automatically. 


little  showing  off.  So  you  simply 
move  into  PowerPoint^  the  presen- 
tation graphics  program,  and  turn 
your  thinking  into  some  persuasive 
slides  for  the  head  honcho. 

Wont  she  be  surprised. 

Along  the  way,  every  program 
has  been  following  your  work, 
making  everyday  tasks,  like  fixing 
common  typos,  automatic.  As  well 
as  guiding  you  through  complex 
jobs  so  they're  a  lot  easier.  All 
thanks  to  what  we  call  IntelliSense  " 
technology.  Nobody  else  has  built- 
in  assistance  that's  nearly  this 
friendly,  this  extensive,  or  this  smart. 

If  you've  got  any  questions  or 
want  extra  help,  call  us  for  the  most 
useful  product  support  around. 
And  the  Microsoft  Office  is  the 


Want  to  turn  it  all 
into  beautifully  effec- 
tive slides?  A  simple 
click  moves  your 
data  into  the  presen- . 
tation  graphics  pro- 
gram. And  it  helps 
you  organize  your 
thoughts,  design  lay- 
outs, even  rehearse. 


only  product  of  its  kind  that  has 
unlimited  no-charge  support! 

In  fact,  you  can't  get  this  kind 
of  overall  smooth  sailing  anywhere 
but  the  Microsoft  Office.  So  make 
a  mental  note  to  do  one  more 
thing  today.  Give  us  a  ring  at  (800) 
370-8957,  Dept.  3D3,  and  we'll 
send  you  our  Office  info  kit.  Then 
ask  around  or,  better  yet,  drop 
by  your  nearest  computer  store  and 
check  it  out.  They'll  probably  let 
you  play  with  it  right  there. 

And  by  the  next  time  Friday 
rolls  around,  the  Microsoft  Office 
could  put  you,  and  all  the  things 
you're  doing,  in  a  much  better  place. 


McrosoftOffice 


"Microsoft  Access  database  management  system  and  a  Mail  workstation  license  [server  and  software  must  be  acquired  separately)  For  information  only:  In  the  SO  United  States,  call  (800)  370-8957,  Dept.  3D3.  In  Canada,  call  (800)  5634048 
Windows  logo  are  registered  trademarks  and  IntelliSense  and  Windows  are  trademarks  of  Microsoft  Corporation- 
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ee  A.  Iacocca  knows  a  good  op- 
portunity when  he  sees  one. 
Three  weeks  after  he  retired 
from  Chrysler  Corp.  in  late  1992, 

J Iacocca  and  his  wife  visited 
Branson,  Mo.,  a  small  town  nes- 
n  the  Ozarks  that  has  become  a 
.  for  country  music.  Strolling  along 
on's  rialto,  a  garish  strip  called 
76,  Iacocca  was  stunned  to  see 
s  pouring  out  of  theaters  and  doz- 
construction  cranes  looming  over- 
"I  was  never  at  Sutter's  Creek 
r  the  Gold  Rush,"  he  says.  "But 
what  I  imagine  this  was  like." 
pea  immediately  wanted  to  get  in 
•  action.  And  today,  he  is  a  partner 
roduction  company  that  is  bringing 
way's  The  Will  Rogers  Follies  to 
m.  Separately,  Iacocca  is  starting  a 
ant  bank  to  finance  new  ventures 
30  games  and  entertainment.  Why 


is  he  betting  on  fun  and  frolic?  "I  asked 
myself,  'What  is  the  growing  business  in 
America  that's  exciting?' "  he  explains. 

When  one  of  the  leading  industrialists 
of  the  1980s  says  that  entertainment  is 
the  growth  industry  of  the  1990s,  it's  a 
sure  sign  the  U.  S.  economy  is  changing 
in  dramatic  ways.  Indeed,  Iacocca's  in- 
stincts are  confirmed  by  some  startling 
numbers.  Using  data  from  the  Bureau  of 
Labor  Statistics,  BUSINESS  WEEK  calcu- 
lates that  the  entertainment  and  recrea- 
tion industries  added  200,000  workers 
in  1993— a  stunning  12%  of  all  net  new 
employment.  That's  more  workers  than 
were  hired  last  year  by  the  health-care 
industry,  the  preeminent  job  creator  of 
the  1980s  (chart,  page  61). 

Or  just  look  at  the  $340  billion  that 
Americans  spent  last  year  on  old-fash- 
ioned and  newfangled  ways  to  amuse 
themselves,  from  video  rentals  to  theme 
parks  to  casinos.  Europe  and  Japan  used 
to  mock  America  by  calling  it  a  "Mickey 
Mouse"  economy.  Well,  they're  right.  By 
any  yardstick,  Mickey  and  his  friends 
have  become  a  major  engine  for  U.  S. 
economic  growth.  Since  the  economy 
turned  up  in  1991,  entertainment  and 
recreation— not  health  care  or  autos— 
have  provided  the  biggest  boost  to  con- 
sumer spending  (chart,  page  61). 

The  entertainment  economy  has  not 
revved  up  without 
some  noisy  backfires. 
The  loudest  by  far 
came  on  Feb.  22, 
when  Bell  Atlantic 
Corp.  called  off  its 
megamerger  with 


<  BATMAN 
RISES 

SIX  FLAGS  IS 
BUILDING  A 
NEW  RIDE 


BASED  ON 
THE  MOVIE 


Tele-Communications  Inc.  Four  months 
earlier,  Wall  Street  had  hailed  the  deal 
as  a  sign  that  telephone  and  cable  com- 
panies were  ready  to  throw  a  ribbon  of 
electronic  highway  across  the  country, 
bringing  TV  viewers  a  rich  menu  of  en- 
tertainment and  information.  But  after 
the  FCC  cut  cable  rates,  the  Bell  Atlan- 
tic-TCI  deal  turned  out  to  be  built  on 
speculative  sand. 

Still,  the  sinking  of  one  merger  should 
not  obscure  the  already  huge  momentum 
of  the  entertainment  economy.  Interac- 
tive technology  isn't  likely  to  produce 
much  revenue  until  the  late  1990s.  But 
whatever  their  interest  in  the  prospect 
of  500  TV  channels  tomorrow,  it's  clear 
that  Americans  already  have  an  almost 
insatiable  thirst  for  the  forms  of  enter- 
tainment that  are  here  today. 
staggering  array.  Consider  that  over 
the  last  10  years,  entertainment  and  rec- 
reation have  claimed  a  steadily  increas- 
ing share  of  consumer  spending  (chart). 
Or  that  since  1991,  consumers  have 
boosted  their  outlays  on  entertainment 
and  recreation  by  some  13%,  adjusted 
for  inflation— more  than  twice  the 
growth  rate  of  overall  consumer  spend- 
ing. Small  wonder,  then,  that  the  day  af- 
ter he  scuttled  his  merger,  TCI  Presi- 
dent John  C.  Malone  was  already 
plotting  his  next  sally— by  some  accounts 
an  investment  in  a  Hollywood  studio  or 
in  home- video  giant  Blockbuster  Enter- 
tainment Corp. 

Americans  stand  to  gain  much  from 
this  frenetic  activity.  Like  the  defense 
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IS 


and  financial-services 
industries  in  the  1980s, 
the  entertainment 
economy  is  creating 
tremendous  prosperity. 
From  Branson  to  Las 
Vegas  to  Orlando,  com- 
panies such  as  Walt 
Disney,  Blockbuster, 
and  Matsushita's  MCA 
are  breaking  ground 
for  a  staggering  array 
of  theme  parks,  thea- 
ters, casinos,  and  ball- 
parks. More  than  $13 
billion  in  big  entertain- 
ment projects  are  in 
the  pipeline,  with 
many  more  to  come 
(map,  page  62). 
DINO  DESIGNS.  Beneath 
the  ground,  TCI,  Time 
Warner,  and  other  ca- 
ble-TV and  telephone 
companies  are  snaking 
fiberoptic  wires  that 
will  bring  interactive 
services,  such  as  movies  and  games  at 
the  touch  of  a  button,  into  America's 
living  rooms.  Silicon  Valley  is  riding  the 
wave  as  well  by  designing  the  software 
and  networking  systems  to  turn  the  TV 
set  into  a  multimedia  machine. 

"The  entertainment  industry  is  now 
the  driving  force  for  new  technology, 
as  defense  used  to  be,"  says  Edward 
R.  McCracken,  CEO  of  Silicon  Graphics 
Inc.,  one  of  a  growing  number  of  compa- 
nies that  supply  technology  and  soft- 
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DOLLARS  GO 

Consumer  spending  on  recreation 
and  entertainment,  1 993 

BILLIONS  Of  DOLLARS 


TOYS  AND  SPORTING  EQUIPMENT 


VCRs,  TVs,  CONSUMER  ELECTRONICS, 
RECORDED  MUSIC,  AND  VIDEOTAPES 


AMUSEMENT  PARKS  AND  OTHER  COMMERCIAL 
PARTICIPANT  AMUSEMENTS 

14 

MOVIE  ADMISSIONS  AND  VIDEO  RENTALS 

13 

HOME  COMPUTERS 
FOR  PERSONAL  USE 

8 

PERSONAL  BOATS  AND  AIRCRAFT  7 

LIVE  ENTERTAINMENT  EXCEPT  SPORTS  6 

SPEOATOR  SPORTS  6 

OTHER  RECREATION  AND  ENTERTAINMENT 

70 

TOTAL 

DATA:  COMMERCE  DEPT. 

$341 

ware  to  the  entertain- 
ment industry.  "Mak- 
ing a  dinosaur  for  Ju- 
rassic Park  is  exactly 
the  same  as  designing 
a  car." 

It  may  also  be 
more— well— fun.  Iacoc- 
ca  notes  that  the  auto 
industry  "is  tough  and 
cyclical  as  hell."  By 
contrast,  entertain- 
ment and  recreation 
saw  consumer  spend- 
ing increase  right 
through  the  recession. 
And  entertainment  is 
profiting  from  the  ex- 
ploding global  appetite 
for  American  movies, 
TV  programs,  and  oth- 
er entertainment  prod- 
ucts. Indeed,  Holly- 
wood earned  foreign 
revenues  of  some  88 
billion  in  1993,  which 
took  a  big  bite  out  of 
the  $63  billion  foreign  trade  gap. 

At  home,  the  entertainment  boom  is 
receiving  added  lift  from  potent  eco- 
nomic forces.  With  the  economy  recov- 
ering sharply  and  productivity  on  the 
rise,  personal  incomes  are  starting  to 
climb  again.  In  1993,  real  wages  and 
salaries  for  U.  S.  workers  went  up  sig- 
nificantly for  the  first  time 
since  1986.  At  the  same 


time,  one  of  their  key  expenses— md 
bills— is  rising  more  slowly  than 
breakneck  pace  of  the  late  1980s, 
result:  Consumers  have  more  dii 
tionary  money  to  spend  on  fun. 

Demographics  play  a  key  role  as 
The  number  of  households  heade 
34-  to  54-year-olds  is  growing,  and 
spend  far  more  on  entertainment 
recreation  than  anybody  else.  " 
boomers  are  moving  into  middle 
says  Gerald  M.  Levin,  chairman  of 
Warner  Inc.  "And  they  seem  to 
brought  then-  movie-loving  habits 
them."  Not  just  movies,  either: 
Warner  is  luring  record  numbe 
boomers  and  their  children  to  it: 
Flags  amusement  parks. 

Not  everyone  views  the  entei 
ment  economy  with  unalloyed  e 
siasm.  For  one  thing,  the  fastest-gr< 
part  of  the  industry  is  gambling, 
until  recent  years  had  an  unseemly 
and  was  restricted  to  casinos  in  1 
and  Atlantic  City.  Now,  starved  fo: 
enue,  states  and  cities  are  allowing 
nos  to  sprout  from  Indian  reserv; 
to  riverfronts.  Televised  gambling 
illegal.  But  Raymond  W.  Smith, 
man  of  Bell  Atlantic,  points  out  ths 
were  legalized,  interactive  techn 
could  turn  gambling  on  TV  into 
new  business. 

In  the  face  of  staggering  social 
lems  such  as  homelessness  and  a 


DOROTHY  AND  THE  ONE-ARMED  BANDITS 

GAMBLING,  ONCE  A  VICE,  IS  NOW  PART  OF  A  FAMILY  OUTING. 
LAS  VEGAS'  MGM  GRAND  HAS  BOTH  A  THEME  PARK  WITH  THE 
WIZARD  OF  Ol  AND  A  $  I  BILLION  CASINO  THAT  EMPLOYS  8,000 
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FUN  POWERS  SPENDING  AND  EMPLOYMENT  GROWTH 


INCREASES  IN  CONSUMER  SPENDING,  1991-93* 
BILLIONS  OF  1987  DOLLARS 


19 


Iainment  motor 
IeATION"  vehicles 


13 


13 


12 


10 


MEDICAL 
CARE 


APPAREL 
&  SHOES 


PERSONAL 
BUSINESS 


HOUSING 
&  UTILITIES 


26 


ALL 
ELSE 


EMPLOYMENT  GROWTH,  1992-93 

THOUSANDS  OF  WORKERS 


1993  EMPLOYMENT 
THOUSANDS  OF  WORKERS 


ENTERTAINMENT  &  RECREATION  All  producers  and  distributors 
of  entertainment  and  recreation  products  and  services 


204 


4,482 


HEALTHCARE  Makers  of  pharmaceuticals  and  medical  equipment; 
drugstores;  hospitals;  doctors'  offices;  and  related  industries 

1 1,793 


187 


AUTO  INDUSTRY  Makers  of  motor  vehicles  and  parts;  auto  dealers; 
gas  stations  and  auto  repair  shops;  and  related  industries 

4,272 


33 


DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


DATA:  BUREAU  OF  LABOR  STATISTICS,  BUSINESS  WEEK 


mblic  education  system,  there's 
reason  to  wonder  whether  spend- 
lions  on  gambling  is  a  wise  idea, 
nore  innocent  forms  of  entertain- 
-consumed  in  great,  quantities— 
eprive  us  of  the  chance  to  enrich 
res  through  reading,  conversation, 
I  experiences  that  haven't  been 
i  and  packaged  as  entertainment 
•dities  (page  66). 

FAIN  APPETITE.  Even  some  media 
3,  most  of  whom  also  publish 
profess  to  be  uneasy.  "I'm  quite 
i  about  reading,"  says  Levin.  "But 
y  more  about  the  quality  of  our 
ion  system  than  about  whether 
linment  is  a  big  negative  factor  in 
antry's  reading  habits." 


Social  worries  aside,  the  surge  in  en- 
tertainment investment  could  lead  to 
overcapacity  problems  down  the  road  if 
it  outruns  consumer  demand.  Compa- 
nies are  planning  to  spend  tens  of  bil- 
lions on  the  Information  Highway  over 
the  next  5  to  10  years  even  though  the 
sawiest  executives  admit  they  can't  pre- 
dict the  consumer  appetite  for  interac- 
tive-TV services.  And  the  flurry  of  build- 
ing could  eventually  end  in  a  glut  not 
unlike  the  one  that  provoked  the  real  es- 
tate crash  of  the  early  1990s. 

The  result  could  be  lost  jobs,  eco- 
nomic disappointment  for  regions  that 
rely  too  heavily  on  the  industry,  and 
the  ignominy  of  bankruptcy  for  some 
entertainment  companies.  "The  ques- 
tion is:  Will  the  market  grow 
quickly  enough  to  accommo- 
date all  the  new  players  at 
the  table?"  asks  Frank  J.  Bi- 
ondi  Jr.,  chief  executive  of 
Viacom  Inc.  "I  think  probably 
not." 

Biondi  is  careful  to  distin- 
guish between  the  growing 
home-entertainment  market 
and      what  he 


thinks  are  more  risky  out-of-home  ven- 
tures. After  all,  Viacom  intends  to 
merge  with  Blockbuster.  The  company 
arranged  the  deal  to  help  it  prevail  in  a 
takeover  battle  for  Paramount  Communi- 
cations Inc.,  an  entertainment  company 
with  a  film  studio.  Still,  Paramount  also 
owns  theme  parks  and  sports  teams.  So 
by  spending  almost  $10  billion  for  the 
company,  Biondi  and  his  boss,  Sumner 
M.  Redstone,  are  making  a  breathtaking 
bet  on  the  vibrance  of  the  entertain- 
ment economy— indoor  and  outdoor. 

For  now,  the  statistics  seem  to  vindi- 
cate that  gamble.  Take  the  film  indus- 
try: Wilkofsky  Gruen  Associates  Inc.,  an 
economic  consulting  firm,  estimates  that 
domestic  spending  on  filmed  entertain- 
ment—box-office admissions,  home  vid- 
eo, and  television— will  total  some  $30 
billion  in  1994,  up  7.4%  from  the  previous 
year.  To  satisfy  such  demand,  the  major 
Hollywood  studios  will  produce  198  films 
this  year,  up  10%  from  1993. 
LUDDITES.  Americans  are  also  buying 
more  electronic  gizmos  on  which  to 
watch  all  those  flicks.  Sales  of  TVs  and 
VGRs  are  up  some  23%  over  the  last  two 
years,  according  to  the  Electronic  In- 
dustries Assn.  Meanwhile,  over  the 
same  period,  video-game  sales, 
which  were  turbo- 


charged  by  hot  games,  such  as  Sonic 
the  Hedgehog,  rose  by  18%,  to  $4  billion. 
Sales  of  electronics  may  grow  even  tast- 
er at  the  end  of  1994,  says  Michael  P. 
Schulhof,  president  of  Sony  Corp.  of 
America.  That's  because  Sony  and  other 
manufacturers  are  rolling  out  new  prod- 


two  new  teams  last  year.  And  the  Na- 
tional Hockey  League  added  five  fran- 
chises in  the  last  three  seasons,  attract- 
ing new  ownets  such  as  Blockbuster 
Chairman  H.  Wayne  Huizenga  and  Walt 
Disney  Co.  Anaheim's  Mighty  Ducks 
may  be  fourth  in  their  division,  but  Dis- 


FRANCHISE  FEVER 

DISNEY'S  EISNER  WITH  THE  NHL 
MIGHTY  DUCKS  IN  ANAHEIM,  CALIF. 


nets,  such  as  multimedia  video  games. 

Luddites  among  us  still  seem  to  be 
flocking  to  low-tech  attractions,  such  as 
pro  sports.  Major  League  Baseball  and 
the  National  Football  League  each  added 


ney  has  sold  12,500  season  tickets  at  up 
to  $0,800  apiece.  Huizenga,  meanwhile, 
plans  to  build  an  arena  for  his  Florida 
Panthers  near  a  stadium  for  his  newly 
acquired  football  team,  the  Miami  Dol- 
phins. The  MIL  is  trying  to  grow  by 
luring  more  families  to  its  games.  To 
do  that,  NHL  Commissioner  Gary  B. 
Bettman  is  installing  interactive  games 
and  other  attractions  in  the  unused  por- 
tions of  some  of  his  arenas. 


Family  is  the  watchword  for  |tl 
entertainment  categories  as  well.jpi 
Blockbuster  and  Viacom's  Nickel! 
unit  are  among  those  planning  tol 
regional  amusement  centers  thatfi 
to  boomers  and  their  kids.  Overall  lit 
dance  at  theme  parks  reached  tl 
levels  in  1993,  helped  by  M 
tions  such  as  a  stunt  1 
based  on  the  film  Batrrm 
Six  Flags'  Magic  MountairL 
in  Valencia,  Calif. 

Even  live  theater— wlm 
few  years  ago  seemed  tol 
the  wane— is  now  booming^ 
sumer  spending  on  countA 
sic,  rock  concerts,  and  othfi 
attractions  has  soared  ovl 
last  two  years,  to  $6  billic^ 
cording  to  the  Commerce  I 
Productions  of  Phantom  t> 
Opera  and  Cats  have  raM 
$2.5  billion  worldwide.  Pm 
far  this  season,  box-offip 
ceipts  for  stage  shows  in  I 
America  are  15%  ahead  m 
year's  record  pace  and  mp 
$1.1  billion. 

RIVERBOAT  BETS.  Such  rjjl 
have  enticed  Disney  to  prl 
its  first  Broadway  show,  |i 
on  the  film  Beauty  arm 
Beast.  Eventually,  saysl 
Disney  Studios  Chairmal 
frey  Katzenberg,  dozens  of  EB 
stage  shows  could  be  playing  al 
the   country.   Disney   also  reif 
pledged  $8  million  to  renovate 
lapidated  New  Amsterdam  theat] 
New  York  City's  Times  Square! 
revitalizes  the  area,  Disney  wouj 
a  new  chapter  to  the  uneven  hist 
entertainment  companies  and  urh 
development  (page  64). 

Of  all  the  entertainment  enfi 


UNITED  STATES  OF  PLAY 


ENTERTAINMENT  PROJECTS  JUST 
COMPLETED  OR  IN  THE  PIPELINE 


THEME  PARKS 


SPORTS 
FACILITIES 


BLOCKBUSTER  PARK 
HOCKEY  ARENA, 
BASEBALL  STADIUM, 
AND  THEME  PARK 

NEW  BASEBALL/ 
FOOTBALL  STADIUMS 
(1992-96) 

NEW  BASKETBALL/ 
HOCKEY  ARENAS 
(1992-96) 


$1.0 
billion 


$1.4 
billion 

$1.1 
billion 


UNIVERSAL  STUDIOS 
TOUR  EXPANSION 
ORLANDO  (1996) 

DISNEY'S  AMERICA 
VIRGINIA  (1996) 

DISNEY'S  WESTC0T  CENTER 
ANAHEIM,  CALIF  (1997) 


$3 
billi 

$7( 
millifc 

$2 


GAMBLING 


DATA:  BUSINESS  WEEK,  COMPANY  REPORTS,  PUBLIC  FINANCIAL  MANAGEMENT 
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MGM  GRAND  CASINO 

$1 

LAS  VEGAS  (1993) 

bill! 

HARRAH'S  CASINO 

$6l| 

NEW  ORLEANS  (1995) 

millih 

CHICAGO  CASINO 

$2 

COMPLEX 

billii 
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now  gambling  is  humming  the  fast- 
asinos  took  in  about  $13  billion  in 
a  figure  gambling  experts  say  will 
j  by  the  year  2000.  Throw  in  state 
ies,  offtrack  betting,  and  other 
of  gambling,  and  Americans  spent 
illion  on  legal  gambling  last  year, 
iing  to  the  Commerce  Dept.  That's 
ch  as  they  spend  on  airline  tickets, 
le  just  love  the  excitement  of  bet- 
says  Fort  Worth  investor  Richard 
inwater,  who  holds  options  to  buy 
if  slot-machine  operator  United 
ig  Inc. 

ino  operators  are  laying  huge  bets 
ir  own  with  a  bevy  of  new  palaces 
s  Vegas.  At  $1.1  billion.  Kirk 
rian's  mgm  Grand  is  the  most  opu- 
3ut  Mirage  Resorts  isn't  far  be- 
vith  its  $475  million  Treasure  Is- 
ioth  casinos  are  playing  the  family 
y  including  theme  parks  and  stunt 
in  their  vast  complexes.  But  you 
lave  to  travel  to  gamble  anymore: 
do,  Mississippi,  and  Connecticut 
long  the  states  that  allow  river  - 
r  casino  gaming,  in  an  effort  to 
ite  needed  revenue, 
states  are  also  lured  by  gam- 
promise  of  new  jobs.  The  mgm 
alone  employs  8,000  people, 
roupiers  to  cocktail  waitresses, 
nparison,  BMW's  new  assem- 
mt  in  Spartanburg,  S.  C,  will 
t  2,000  workers.  In  New  Or- 
which  will  soon  have  a  $600 
Harrah's  casino,  gambling 
ireate  15,000  jobs.  And  in 
o,  where  gaming  may  soon 
ilized,  the  number  could  be  closer 
300.  Depending  on  how  many 
'legalize  it,  gaming  could  generate 
)  new  jobs  nationwide  in  the  next 
,  says  President  Philip  G.  Satre, 
10  operator  Promus  Cos. 
ionanza.  True,  casino  jobs  are 
lly  unskilled  and  low-paying.  But 
ents  of  gambling  argue  that  casi- 
fer  an  option  for  workers  who 
otherwise  be  left  out  of  today's 
pi  economy.  Says  J.  Thomas 
n,  chairman  of  the  Illinois  Gaming 
"They  are  the  kinds  of  jobs  need- 
the  workforce  that's  available." 
same  argument  is  true  of  theme 
Disney,  for  example,  plans  to 
5700  million  on  Disney's  America, 
e  park  outside  Washington  that 
enerate  thousands  of  jobs  in  the 
And  Matsushita's  MCA  will  cre- 
lusands  more  in  Orlando,  where 
3  to  build  a  second  theme  park 
tertainment  complex  to  comple- 
its  Universal  Studios.  Theme 
and  attractions  already  employ 
han  40,000  workers  in  the  Or- 
Tea. 

'the  entertainment  economy  isn't 
r  ticket-takers  and  cocktail  wait- 


resses. As  Hollywood  ramps  up,  it  will 
add  more  directors,  producers,  and  key 
grips.  Even  below  Arnold  Schwarzeneg- 
ger's level,  movie  employees  are  well 
paid.  Average  annual  earnings  for  Holly- 
wood are  about  $38,000,  50%  above  the 
average  for  manufacturing  workers— and 
the  gap  is  widening. 

From  the  perspective  of  wages,  the 


THRILLS  'N'  SPILLS 

WILL  MORE  SEDENTARY  FUN  PUSH 
ASIDE  OUT-OF-HOME  DIVERSIONS? 


THE  ARITHMETIC 


The  future  prosperity  of  the  entertainment  in- 
dustry depends  on  how  much  discretionary 
income  Americans  have  left  after  paying  for 
essentials  like  health  care.  Rising  productivity 
will  lift  incomes  and  boost  spending  on 
entertainment— if  runaway  medical  costs 
eat  up  all  the  mone 


PESSIMISTIC  SCENARIO 

SLOW  PRODUCTIVITY  GROWTH 
RAPID  MEDICAL-COST  GROWTH 


PER  CAPITA  SPENDING  ON 
ENTERTAINMENT  AND  RECREATION 


1993  '94  '95  '96  '97  '98  '99  2000 
A  1993  DOLLARS  DATA:  BUSINESS  WEEK 


most  promising  segment  of  entertain- 
ment is  the  evolving  business  of  multi- 
media technology.  Companies  are  luring 
educated  and  creative  people  with  well- 
paying  jobs.  Crystal  Dynamics  Inc.,  for 
example,  now  employs  60  staffers,  up 
from  3  just  15  months  ago,  to  design 
computer  games  for  PCs  and  the  new 
3DO  player.  Salaries  for  new  hires  at 
the  Palo  Alto-based  company  range  from 
$30,000  to  $100,000. 

( )f  course,  job  security  in  such  a  nas- 
cent industry  is  unpredictable.  So,  too, 
are  jobs  at  casinos  such  as  the  mgm 
Grand.  With  so  many  vying  for  custom- 
ers—even an  expanding  pool— some  will 
inevitably  fail.  For  that  matter,  the  entire 
entertainment  economy  may  ex- 
perience a  wrenching  shakeout  if 
it  ends  up  overbuilding  or  if 
consumers  fail  to  embrace  new 
interactive-TV  services. 
slots  in  the  skies.  Some  experts 
also  question  whether  the  industry 
will  be  at  war  with  itself,  since  it  is 
pouring  money  into  both  home  en- 
tertainment and  out-of-home  diver- 
sions. If  consumers  truly  use  their 
TV  sets  for  a  panoply  of  new  activ- 
ities, will  they  have  time  to  visit  Dis- 
neyland? "People  need  to  get  out  of 
their  homes,"  says  Disney  Chairman 
Michael  D.  Eisner.  "Kids  need  to  get 
away  from  their  parents,  the  parents 
away  from  the  kids."  Eisner,  whose  com- 
pany gets  40%  of  its  revenue  from 
theme  parks,  fervently  hopes  this  econ- 
omy is  not  only  for  the  sedentary. 

Of  all  the  segments  of  the  entertain- 
ment economy,  the  Information  High- 
way generates  the  most  angst  among 
executives.  They  know  it  will  be  pow- 
ered by  entertainment.  But  the  capital 
investments  are  gigantic:  Time  Warner 
and  its  telephone  partner,  U  S  West 
Inc.,  have  committed  $5  billion  to  up- 
grade their  networks  for  multimedia  ser- 
vices. Next  to  these  players,  even  m<;m 
Grand's  free-spending  owner.  Kirk  Ker- 
korian,  seems  a  piker. 

The  sums  would  be  less  daunting  if 
executives  knew  that  consumers  really 
want  to  do  more  than  vegetate  in  front 
of  their  TV  sets.  "We  don't  have  the 
slightest  idea  of  what  people  are  going 
to  buy,"  says  Rupert  Murdoch,  who 
owns  the  20th  Century  Fox  studio. 

Levin  and  other  champions  of  the 
highway  argue  that  it's  not  such  a  leap 
into  the  unknown.  Despite  technologi- 
cal snags,  Time  Warner  still  plans  to  of- 
fer interactive  services  to  4,000  cable 
subscribers  in  Orlando  this  year  (page 
30).  But  the  company  is  adding  services 
only  piecemeal.  That  way,  it  can  deter- 
mine what  consumers  want. 

Skeptics  argue  that  the  new  services 
will  cannibalize  existing  businesses,  such 
as  home  video.  That's  true,  to  a  de- 


SY 
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gree.  But  new  delivery  systems  also  en- 
large the  overall  market.  While  some 
people  will  watch  The  Fugitive  on  video, 
rather  than  see  it  in  a  theater,  more 
will  see  it— one  way  or  the  other.  And 
some  will  see  it  both  ways.  Companies 
can  recycle  their  products  in  other  ways. 
Disney  is  using  its  Anaheim  hockey 
team  as  an  excuse  to  release  a  sequel  to 
its  1992  film,  The  Mighty  Ducks. 

Finally,  the  industry  is  betting  that 


technology  will  make  entertainment 
more  convenient  for  consumers,  allowing 
them  to  pack  fup  into  every  nook  and 
cranny  of  the  day.  Virgin  Atlantic  Air- 
ways Ltd.,  for  example,  is  testing  a  ma- 
chine that  allows  travelers  to  gamble 
while  on  international  flights:  Insert 
your  credit  card  to  play  the  slots  or 
poker  at  30,000  feet. 

With  an  economy  more  and  more  de- 
pendent on  amusement,  though,  Ameri- 


cans must  ask  themselves  a  ser 
question:  Can  we  play  hard  enoug' 
justify  all  the  work  and  money  now 
ing  spent?  More  than  a  good  time  h; 
in  the  balance. 

By  Michael  J.  Mandel  and  Mark  L 
ler  in  New  York  and  Ronald  Grove 
Los  Angeles,  ivith  Gail  DeGeorgt 
Miami,  Joseph  Weber  in  Philadelj. 
Kathy  Rebello  in  San  Francisco,  ano 
reau  reports 


BLACKJACK  AND  MICKEY  VS.  URBAN  BLIGHT 


Just  a  few  miles  from  the  casinos 
that  dominate  Las  Vegas'  glittery 
Strip,  there's  another  world  that 
tourists  seldom  see.  Downtown  Vegas, 
once  the  center  of  the  gambling  world, 
is  now  the  haunt  of  drug  dealers  and 
prostitutes.  But  in  a  remarkable  bet, 
the  city  of  Las  Vegas  has  given  eight 
casino  owners  the  responsibility  for  re- 
vitalizing a  four-block  area  of  down- 
town. Funded  mostly  by  the  city,  the 
$63  million  Fremont  Street  Project 
would  raze  the  old  pawn  shops  to 
make  way  for  tony 
stores  and  nightly  laser 
shows. 

Vegas  is  not  alone  in 
reaching  out  to  the  en- 
tertainment industry  for 
help.  Increasingly,  reve- 
nue-starved city  govern- 
ments are  welcoming 
entertainment  compa- 
nies and  their  cash-car- 
rying customers  as  the 
newest  means  to  com- 
bat stubborn  urban  ills. 
"When  the  tax  money 
you  can  bring  in  can 
build  a  hospital,  or  the 
place  you  build  can  pro- 
vide jobs  to  a  city's  un- 
employed, you  always 
get  a  warm  reception," 
says  Promus  Cos.  Presi- 
dent Philip  G.  Satre,  whose  company  is 
building  a  string  of  Harrah's  casinos 
and  riverboats  throughout  the  coun- 
try. "It's  a  reception  we  weren't  get- 
ting a  few  years  ago." 
arena  panacea?  Indeed,  casinos  now 
possess  a  powerful  allure  for  needy 
city  governments.  Joliet,  111.,  has  ren- 
ovated its  train  station  and  its  library, 
using  the  $1.5  million  a  month  in  tax- 
es paid  by  a  new  riverboat  casino. 
Philadelphia  and  Boston  may  legalize 
casinos  to  ease  budget  woes,  while 
Chicago  Mayor  Richard  M.  Daley  is 
pushing  state  legislators  to  approve 


a  huge  casino  complex  that  could  add 
about  18,000  jobs. 

Casinos  aren't  the  only  projects  be- 
ing embraced  as  urban  panaceas.  Af- 
ter the  success  of  Baltimore's  new 
downtown  baseball  stadium,  Camden 
Yards,  other  cities,  such  as  Cleveland 
and  Denver,  are  viewing  new  stadi- 
ums and  arenas  as  a  tool  to  lure  visi- 
tors—and their  money— to  struggling 
neighborhoods. 

And  entertainment  is  the  anchor  for 
one  of  the  country's  toughest  urban-re- 


FROM  PORN  TO  PLUTO 

DISNEY  PLANS  TO  RESTORE  THE 
NEW  AMSTERDAM  THEATER  IN 
NEW  YORK'S  SEEDY  TIMES  SQUARE 

development  projects:  New  York  City's 
Times  Square.  In  early  February,  Walt 
Disney  Co.  announced  that  it  would 
spend  $8  million  to  restore  the  91-year- 
old  New  Amsterdam  Theater,  located 
in  a  porn-infested  neighborhood.  The 
reborn  theater  could  generate  $54  mil- 
lion in  annual  tax  revenue  and  eco- 
nomic activity.  City  officials  now  envi- 


sion luring  an  interactive  version 
Madame  Tussaud's  Wax  Museum  } 
other  attractions  to  the  area. 

But  as  the  sad  case  of  Atlantic  C 
demonstrates,  entertainment  is 
cure-all.  The  struggling  city  legali 
casino  gambling  in  1978,  but  few 
the  hoped-for  benefits  have  mater 
ized.  Only  10,000  of  the  city's  46,000 
sino  workers  are  locals.  And  while 
casinos  have  paid  about  $2.5  billioi 
taxes  to  the  state,  little  has  trie! 
down  to  the  town.  Only  lately  has 
Casino  Reinvestm 
Development  Autlj 
ity— the  recipient  of 
money— shown  sign: 
activity.  The  crda 
built  1,600  new  hou; 
units  and  this  year 
build  the  city's  first 
supermarket  in 
years.  The  agency 
also  helping  fund  a 
$520  million  retail 
entertainment  comt 
DUCKS  FOR  GUNS.  S(! 

times,  as  in  Las  Ve 
the  entertainment 
panies  themselves 
steps  to  clean  up 
area  around  them 
Anaheim,  Calif.,  w 
gangs  roam  just  a 
from  Disneyland, 
ney  has  been  negotiating  to  help 
grade  a  20-square-block  area  an 
its  new  park  site.  In  addition,  Di 
recently  collected  106  handguns 
were  redeemed  for  tickets  to  Mi 
Ducks  hockey  games. 

Such  efforts  by  themselves  an 
enough.  But  at  a  time  when  many 
pie  are  ready  to  give  up  on  distn 
cities,  the  willingness  of  entertain 
companies  to  lend  a  helping  hanc 
only  be  a  hopeful  sign. 

By  Ronald  Grover  in  Los  Am 
with  Joseph  Weber  in  Philadelphu 
Richard  A.  Melcher  in  Chicago 
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Wick  Simmons,  CEO  Prudential  Securities 


o 

It's  my  job  to  set  the  tone  for  this  company. 


© 

That  starts  with  laying  it  on  the  line  inside  the  company  and  out.  We  call  that  straight  talk. 

e 

 T   

Straight  talk  means  our  investors  hear  the  upside  and  downside  of  every  opportunity. 


O 

It  also  means  facing  up  to  hard  issues-admitting  mistakes  and  fixing  them. 


© 

Straight  talk  means  if  we  fall  short,  we'll  hear  about  it.  That's  good.  It  makes  us  do  better. 


■  •   

Straight  talk  is  more  than  words  at  the  end  of  an  ad.  It's  something  we  have  to  live  by. 


Prudential  Securities  (£% 

Prudential  Securities  today.  It  starts  with  straight  talk. 
To  speak  to  a  broker  call  800-654-5454. 


Commentary/by  Mark  Landler 


ARE  WE  HAVING  FUN  YET?  MAYBE  TOO  MUCH 


■  f  you  got  all  the  way  through  the 
I  preceding  article,  congratulations. 
I  Millions  of  Americans— particular- 
ly young  ones— probably  couldn't.  And 
besides,  who  has  time  for  some  trea- 
tise on  the  entertainment  economy 
when  Sonic  the  Hedgehog  and  Beavis 
&  Butt-head  are  beckoning? 

Grant  us  another  couple  of  minutes, 
though,  to  ponder  the  social  implica- 
tions of  an  economy  dominated  by  fun. 
Casinos,  theme  parks,  sports  stadiums, 
and  newfangled  cable-TV  systems  are 
popping  up  all  across  the  land.  But 
how  is  this  entertainment  boom  re- 
shaping our  spiritual  landscape? 

Social  critics  have  fretted  for  years 
about  the  corrosive  effect  of  too  much 
entertainment.  Television,  they  argue, 
has  already  turned  us  into  a  nation  of 
empty  vessels— reliant  on  TV  for  the 
emotional  and  intellectual  sustenance 
that  families  and  society  used  to 

provide.  Now  comes  a  new  ~£ 

generation  of  televised  experi- 
ences, not  to  mention  out-of 
home  amusements  that  repack- 
age  reality   in   ever  more 
stimulating  ways.  Will  enter- 
tainment rob  us  of  whatever 
imagination  we  have  left? 
"KIND  OF  ADDICTING."  Not  ac 
cording  to  multimedia  evangelists 
such  as  Trip  Hawkins.  "People  seem 
to  think  we  prefer  sitting  passively 
in  front  of  the  television,"  says 
Hawkins,  whose  software  company, 
3D0  Co.,  has  developed  technology 
for  interactive  TV.  "My  opinion  is 
we  simply  haven't  had  the  alter- 
native." Give  viewers  the  means 
to  interact  with  the  tube,  he  ar- 
gues, and  you  open  up  new  vistas. 

Other  observers,  though,  worry 
that  entertainment  is  coming  under 
the  domination  of  a  few  Brobdingnag- 
ian  companies,  who  by  their  sheer  per- 
vasiveness will  smother  other  voices 
and  turn  fun  into  a  homogenized  expe- 
rience. "As  long  as  the  system  is  dom- 
inated by  a  handful  of  major  players, 
the  schlock  will  vastly  outweigh  the 
good  stuff,"  says  Mark  Crispin  Miller,  a 
professor  of  media  studies  at  Johns 
Hopkins  University. 

That  doesn't  mean  entertainment  will 
stop  being  seductive.  Quite  the  contrary. 
Miller  says  more  and  more  movies  and 
TV  shows  are  relying  on  the  kind  of 


thrilling  but  unchallenging  effects  that 
make  roller  coasters  popular.  "Look  at 
the  very  phrase  Information  Highway," 
says  Miller.  "Being  on  a  highway  is  a 
mindless  experience.  You're  usually  hur- 
tling home  from  work." 

Other,  more  insidious,  forms  of  en- 
tertainment are  using  similar  thrills  to 
lure  new  customers.  Big  casinos,  for 
example,  are  now  styling  themselves 
as  exciting  family  resorts.  Visit  Circus 
Circus,  and  your  kids  can  ride  a  roller 


coaster  while  you  ride  a  roulette 
wheel.  Investor  Richard  E.  Rainwater 
says  gambling  is  so  successful  because 
"it's  kind  of  addicting."  No  kidding.  But 
will  the  family  that  does  Vegas  togeth- 
er eventually  do  Gamblers  Anonymous 
together,  too? 

If  that's  not  worrisome  enough,  gam- 
ing could  someday  link  up  with  interac- 
tive TV  in  what  would  truly  be  an  un- 
holy alliance.  Your  local  cable  company 
would  transmit  sports  scores,  statis- 


tics, and  games  to  your  TV  on  dema 
And  you  would  place  your  bet  eitl 
by  phone  or  by  pressing  keys  on  a 
mote  control.  Home  gambling  mal 
even  entertainment  executives  qu 
sy.  But  they  acknowledge  it  could 
one  of  the  major  new  businesses  cr< 
ed  by  the  Information  Highway. 
JURASSIC  landslide.  Such  chilling  pi 
pects  aren't  the  only  reasons  to  qi 
tion  an  entertainment  economy.  '. 
gaming  industry  likes  to  point  out  t 
it  will  generate  500,000  new  jobs 
the  next  decade.  That's  no  small  f 
But  many  of  these  jobs  are  unski 
and  low-paying— cocktail  waitres 
and  parking  valets,  for  example.  I 
they  don't  come  without  a  price:  I 
tertainment  is  further  tilting  the  ll 
economic  base  away  from  investmJj 
that  enhance  productivity. 

There's  a  certain  futility! 
worrying  about  what  entertji 
ment  will  do  to  America.  Coil 
mers  have  already  voted  \| 
their  pocketbooks,  and  Jurcm 
Park  is  the  winner  by  a  l;j$ 
slide.  Americans  spent  about  m 
billion  on  entertainment  1 
recreation  in  1993.  That  (jf 
pares  with  $270  billioil 
spending— public  and  priva- 
on  elementary  and  secondary  M 
cation.  In  1980,  those  figures  vm 
roughly  equal. 

It's  not  necessarily  a  crime  » 
America  spends  more  on  ajii 
than  on  educating  its  chilcM. 
Years  of  well-intentioned  fafl 
tell  us  that  dollars  don't  autoH 
ically  translate  into  scholars,  fit 
it's  a  sure  sign  of  how  our  prionf* 
have  changed. 

One  more  sign:  The  rise  in  eJM 
tainment  spending  has  coincided  wB 
dramatic  decline  in  personal  saving!* 
1980,  Americans  saved  an  averadd 
7.9%  of  their  disposable  personsH 
come.  In  1993,  they  saved  just  A%m 
cial  critic  Neil  Postman  asked  iiK 
1985  book  whether,  as  a  nationB 
were  Amusing  Ourselves  to  Death.  » 
years  later,  the  surging  entertainjp 
economy  is  proof  that  we're  very  ijN 
alive.  The  more  pertinent  questidJw 
Are  we  laughing  our  way  into  arm* 
nomic  and  spiritual  poorhouse? 

 "Hr 

Mark  Landler  covers  the  mediamA 
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Lighten  up. 


Now  this  is  easy  going. 
;         The  3.4  pound  ThinkPad8  500, 
designed  lor  traveling  light— but  smart. 
With  memory  and  processing  power 
to  spare-486SLC2  50/25  power.  The 
nimble  TrackPoint  II  makes  the  cursor  follow  your 
mgertip.  And  when  your  ThinkPad  500  sits  idle,  it 
thoughtfully  saves  your  data,  then  shuts  itself  off. 

At  just  $1,999,  the  price  is  light  too.  And  that  in- 
cludes IBM  HelpWare®  featuring  the  convenient  service 
of  ThinkPad  EasyServ™  plus  around-the-clock  assis- 
tance. A  load  off  your  mind,  not  to  mention  your  lap. 

Weigh  the  evidence  for  yourself.  For  more 
information  or  an  IBM  authorized  dealer,  call  our 
Personal  Systems  HelpCenter'at  1  800  772-2227 
(in  Canada,  call  1  800  465-7999).  To  order,  call 
1  800  426-7894! 


Decppding  on  usage  and  configuration 

^l^&JWThe  170MB  model  Dealer  prices  may  vary 
Available  ^fiday-Fnd.iy,  8  a  in  -midnight  I  HI  :>n..r.i.iy,  k    i»  7pm  KJl 
fhinkPaaHyServ  is  available  in  the  U  S.  only  Screen  shot  reprinted 
iMth'pajwnission  from  Lotus  Development  Corporation 


M  ThinkPad  500 


f  What's 

.  inside 

Processor  486SLC2  50/2b  MHz 

Not  just  light — it's  quick. 

Y                 7  4"  monochrome  display 

A  big  screen  in  a  small  space. 

Weight:  3.4  lbs.  (with  battery) 

As  portable  as  it  is  practical.  \ 

Battery  life  3.5  to  9  hours* 

It's  in  it  for  the  long  haul.  I 

t      PCMCIA- Type  II  slot  (Release  2  01) 

Plug  into  a  world  of  options,  / 
from  faxes  to  networks.  J 

Hard  disk:  85MB  or  1 70MB 

Acres  of  file  storage  in  your  / 
briefcase. 

Price:  $1 .999  for 
^**«^  85MB" 

Barely  a  dent  in  your  ^^^^ 
budget 

ad,  HelpWare  and  HelpCenter  are  registered  trademarks  and  TrackPoint  II  and  ThinkPad  EasyServ  are  trademarks  of 
onal  Business  Machines  Corporation.  Lotus  is  a  registered  trademark  of  Lotus  Development  Corporation  ©  1993  IBM  Corp 


STRATEGIES  I 


HANSON  LOOKS 
FOR  A  HAT  TRICK 


It  may  acquire,  divest,  split  up — anything  to  rescue  a  fading  image 


The  Batman  and  Robin  of  British 
business,  James  Hanson  and  Gor- 
don White,  are  relaxing  lief  ore  tak- 
ing the  stage  for  Hanson  PLC's  30th  an- 
nual meeting.  For  the  first  time,  the 
shareholder  conference  is  being  video- 
taped, and  a  makeup  artist  arrives.  Han- 
son, chairman  of  the  London-based  em- 
pire that  bears  his  name,  quietly 
submits.  The  waiting  White,  Hanson's 
No.  2,  seems  horrified.  "Good  Lord,"  he 
mutters.  "Is  this  really  necessary?" 
Apparently,  it  is.  The  British  conglom- 


Hanson's  stock  has  underperformed 
the  market  for  the  past  three  years, 
and  it  continues  to  be  a  laggard.  The 
London  share  price  has  dropped  3% 
since  Dec.  1,  to  around  4,  while  British 
stocks  overall  have  climbed  5%.  That's 
hardly  catastrophic.  But  it's  an  outright 
embarrassment  for  Hanson,  formerly  a 
star  on  the  London  Stock  Exchange. 

Now,  Hanson  is  scrambling  to  regain 
its  prominence  as  a  blue  chip.  The  video- 
taped meeting  is  part  of  a  broader  strat- 
egy to  attract  investors.  Press  briefings 


tors,  some  analysts  and  sharehol 
say  Hanson  may  embark  on  a  more 
ical  plan:  splitting  into  separate  Br 
and  U.  S.  companies.  That  would  ci 
smaller,  focused  operations,  advo( 
argue,  as  well  as  a  U.  S.  company 
would  have  an  easier  time  attra< 
U.  S.  investors.  Only  25%  of  Han 
shareholders  are  American,  even  th 
half  of  its  profits  and  revenues 
from  U.  S.  operations  (table).  Lord 
son  says  a  divorce  isn't  in  the  c 
Lord  White  is  less  definitive.  "Any 
of  improving  shareholder  value  is 
ously  looked  at,"  he  says.  "It's  s 
thing  we've  just  got  to  keep  i 
review." 

slower  growth.  Whatever  haps 
Hanson  may  never  recapture  its  I 
days.  In  the  1980s,  it  prospered  byfl 
ing  poorly  managed  companies  irl 
ture  markets,  stripping  out  unwat 
assets,  and  operating  the  rest  fori 
cash  flow.  Now  Hanson  is  so  big  t| 
takes  a  huge  acquisition,  one  that  gi 
ates  $1  billion  to  $3  billion  in  salw 
have  much  impact  on  earnings.  Ani 


HANSON'S  U.S.  HOLDINGS  SU 


$7.2 


BILLION 


1993  U.S.  revenues : 

'993  U.S.  profits :  $750  MILLION 
PEABODY  HOLDING  Largest  U.S.  coal  producer,  wit 
reserves  of  low-sulfur  coal  in  demand  by  utilities  seeki 
with  tougher  clean-air  standards. 

QUANTUM  CHEMICAL  Cincinnati-based  company  a 
September  is  largest  U.S.  maker  of  polyethylene,  use 
packaging. 

SCM  CHEMICALS,  SCM  GLIDCO  ORGANICS  SCM  is  l 

No.  3  producer  of  titanium  dioxide  for  paints,  plastic. 
Glidco  is  a  leading  seller  of  fragrances. 

CAVENHAM  FOREST  INDUSTRIES  Formerly  Crown  ,1 
company  is  1  2th-largest  U.S.  lumber  producer,  with  f 
timberland  in  the  Pacific  Northwest  and  Southwest. 

CONSUMER  PRODUCTS  Includes  Tommy  Armour  gc 
Universal  Gym,  Farberware  cookware,  Rexair  vacut 
Prime  candidates  for  sale  this  year. 


erate,  which  sells  everything  from  coal 
to  whirlpool  baths,  is  anxious  to  spruce 
up  its  image.  No  longer  the  high-flying 
act  it  was  in  the  1980s,  when  earnings 
typically  grew  by  20%  a  year,  the  com- 
pany reported  its  first  profit  decline  in 
30  years:  a  33%  aftertax  drop,  to  $1.5 
billion,  in  the  fiscal  year  ended  Sept. 
30,  1993.  Add  to  that  a  change  in  leader- 
ship now  that  veteran  Hanson  execu- 
tives Derek  C.  Bonham  and  David  H. 
Clarke  have  all  but  replaced  Lords  Han- 
son and  White,  72  and  70,  and  it's  clear 
why  investors  are  jittery. 


and  analysts'  meetings  are  now  common 
at  an  organization  that  has  eschewed 
such  practices.  Hanson  is  also  shedding 
assets  to  pay  down  its  $6  billion  in  long- 
term  debt.  What's  more,  Hanson,  which 
was  built  through  dozens  of  acquisitions, 
seems  to  be  plotting  another  crowd- 
pleasing  deal.  Earlier  this  year,  the  con- 
glomerate considered  and  rejected  ac- 
quiring Borden  Inc.  Now,  Wall  Street  is 
speculating  that  Hanson  is  eyeing  RJR 
Nabisco  Inc.'s  tobacco  interests.  Hanson 
and  RJR  declined  to  comment. 

If  dealmaking  doesn't  excite  inves- 


nerable  targets  are  harder  to  finffi 
so  many  corporations  downsizing 
improving  efficiency. 

With  Lords  Hanson  and  White  M 
ing  most  of  their  time  in  semiretiiffl1-' 
in  California,  it  will  be  up  to  th  I 
management  team  to  adapt  to  thffia 
er  environment.  Bonham,  CEO  ;u 
apparent  to  Lord  Hanson,  is  nowB 
ning  the  day-to-day  operations  \\b) 
don.  Clarke,  52  and  a  White  protl 
in  charge  of  U.S.  operations.  1(63 
not   exactly   newcomers.  Eac 
worked  for  Hanson  for  over  20f§ai 


68  BUSINESS  WEEK/MARCH  14,  1994 


THE  COi 


im  joined  as  a  young  accountant 
)se  through  the  ranks  as  a  financial 
kid.  Clarke,  an  American,  joined 
m  when  it  bought  his  family's  U.  S. 
•d-processing  business  in  1973. 
h  believe  Hanson  still  has  lots  of 
to  grow,  though  at  a  slower  rate, 
reality  is  we're  living  in  a  low- 
h,  low-inflation  climate.  To  sug- 
ou  can  continue  to  grow  by  20%  is 

line,"  says  Bonham.  He  and  Clarke 
>lling  shareholders  that  they  see 
h  at  twice  the  rate  of  inflation  for 
:xt  decade.  Britain's  1994  inflation 
i  expected  to  be  3%. 
achieve  their  goal,  the  pair  are 

to  slim  down  and  focus  Hanson's 
ling  empire.  In  the  past  few 
s,  they've  sold  15  companies  for  a 
jf  $800  million.  They  include  the 
homebuilding  operations  of  Han- 
teazer  USA  Inc.  unit,  an  office-sup- 
isiness  in  New  Jersey,  and  an  oil- 
es  company  in  Oklahoma.  This 
Sanson  plans  selling  Beazer's  Brit- 
•nebuilding  unit.  And  there  is  spec- 
:  that  Hanson  might  shed  pieces  of 
3.  consumer-products  division.  As- 
les  will  chip  about  $1.5  billion  off 

billion  net  debt  mountain. 


A  changing  of  the  guard,  a 
falling  stock  price,  its  first 
profit  decline  in  30  years — no 
wonder  investors  are  jittery 


co  halves,  and  its  cigarette  business 
would  fit  neatly  into  the  Hanson  em- 
pire, whose  biggest  company  is  Imperial 
Tobacco.  And  Hanson  wants  to  expand 
its  tobacco  business  globally.  Still,  RJR 
would  be  an  uncharacteristically  pricey 
deal  for  Hanson. 

HIDDEN  ASSETS.  Hanson  faces  a  tough 
haul.  Analyst  Mark  Cusack  of  Barclays 
de  Zoete  Wedd  Inc.  says  Hanson's  earn- 
ings could  remain  flat  this  year  at  about 
$1.5  billion  as  its  revenues  grow  20%,  to 
$17.5  billion.  Huge  debt  payments  are 
to  blame  for  restraining  profits.  Cusack 
also  projects  negative  cash  flow  for  Han- 
son in  1994.  Those  prospects  are  fueling 
speculation  that  Hanson  may  have  to 
take  a  dramatic  step,  such  as  a  breakup, 
to  draw  investors. 

While  a  demerger,  as  it's  being  de- 


says  one  analyst.  If  the  Walnut  Creek 
(Calif.)  company  had  its  own  stock,  he 
says  it  would  trade  at  a  premium  of  20 
times  earnings.  Hanson's  stock  trades 
at  a  price-earnings  multiple  of  16. 

Moreover,  Hanson's  U.  S.  companies 
are  growing  faster  than  their  British 
counterparts.  U.  S.  operations  will  ac- 
count for  60%  of  Hanson's  profits  by 
1995,  compared  with  50%  today,  says 
analyst  H.  Lloyd  Kanev  of  Smith  Barney 
Shearson  Inc.  A  U.  S. -based  Hanson 
would  eliminate  currency  uncertainties 
for  U.  S.  investors.  And  it  would  be  re- 
quired to  follow  U.  S.  accounting  princi- 
ples, making  it  easier  for  potential  inves- 
tors to  evaluate  its  results.  Under 
British  securities  laws,  Hanson  writes 
off  goodwill  immediately  after  an  acqui- 
sition instead  of  amortizing  it  as  is  re- 
quired in  the  U.  S.  That  practice  tends 
to  make  the  company's  long-term  perfor- 
mance look  better. 

So  is  a  split  really  in  the  cards?  Some 
board  members  support  such  a  move, 
says  one  company  insider.  But  a  dis- 
mantling would  rob  Hanson's  British  unit 
of  generous  U.  S.  depletion  allowances. 
And  Hanson's  current  size  also  gives  it 
access  to  capital  and  a  credit  rating  a 


BRITISH  EMPIRE 


sh  revenues :  $6.5  BILLION 

sh  profits  :      $690  MILLION 

rOBAGCO  No.  2  cigarette  maker  in 
Hanson's  biggest  company.  Brands 
i  Player  Special,  Regal,  Embassy, 
ngs. 

'  Britain's  largest  dry-stone 

id  second-largest  maker  of  concrete. 

id-building  and  construction 

lis  also  includes  U.S.  aggregates 

'R0DUCTS  Includes  Britain's  two 
kmakers,  London  Brick  and  Butterly 
ghting  companies,  an  electrical 
company,  and  Jacuzzi  whirlpool 

H 

EPORTS,  SMITH  BARNEY,  SHEARSON  INC.,  HOARE  GOVETT  LTD. 


son  isn't  out  of  the  acquisition 
though.  This  time,  Bonham  and 

want  to  add  to  Hanson's  core 
sses  of  coal,  timber,  chemicals, 
g  products,  and  tobacco.  Last  Sep- 
r,  Hanson  acquired  Cincinnati- 
Quantum  Chemical  Corp.  for  $3.2 

And  the  company  is  still  shop- 
We've  made  a  long-term  decision 
uire  something,"  Lord  White  re- 
Although  he  won't  say  what  it  is, 
nalysts  believe  RJR's  tobacco  busi- 

a  likely  target.  RJR  is  widely  ex- 

to  split  itself  into  food  and  tobac- 


scribed  in  investment  circles,  wouldn't 
solve  all  of  Hanson's  problems,  it  could 
make  sense.  One  of  the  reasons  inves- 
tors are  shying  away  from  Hanson  is 
its  sheer  size  and  diversity.  With  over  30 
separate  organizations  worldwide,  it's 
"harder  to  understand  than  your  average 
company,"  says  Dick  Unruh,  a  fund  man- 
ager with  Delaware  Management,  one  of 
Hanson's  biggest  U.  S.  shareholders.  And 
some  analysts  argue  that  valuable  as- 
sets are  obscured  by  Hanson's  bulk.  Ja- 
cuzzi Inc.,  the  whirlpool-bath  maker  that 
Hanson  bought  in  1987,  is  a  hidden  gem, 


smaller  company  couldn't  match.  "So  far, 
we've  not  been  able  to  make  the  de- 
merger calculation  stand  up,"  Lord  Han- 
son says.  But  like  Lord  White,  Clarke— 
who  would  presumably  end  up  running 
an  independent  U.  S.  company— is  open- 
minded.  "Will  it  happen  eventually?  It 
could,"  he  says.  "I  don't  want  to  say  it 
won't."  After  47  acquisitions  and  152  di- 
vestitures over  the  past  30  years,  Han- 
son may  yet  have  more  surprises  in 
store  for  investors. 

By  Paula  Divyer  in  London,  with 
Joseph  Weber  in  Philadelphia 
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IS  FRAUD  POISONING 
HOME  HEALTH  CARE? 


Critics  say  lax  regulations  allow  overcharging  and  abuse 


Tom  Henry  had  a  good  thing  going. 
By  padding  hills  for  services  pro- 
vided through  six  home  health-care 
agencies  he  owned  in  Lebanon,  Term.,  he 
easily  collected  more  than  $4.4  million 
from  Medicare  and  Medicaid  over  four 
years.  Henry  spent  much  of  the  money 
on  a  new  home,  cars,  and  lavish  toys,  in- 
cluding furs  for  his  wife,  a  jaunt  with 
friends  to  Cancun,  and  a  trip  to  Holly- 
wood to  appear  on  Wheel  of  Fortune  (he 
lost).  Henry  was  finally  caught  and  con- 
victed of  fraud  in  1992,  after  his  schemes 
became  too  blatant  to  escape  the  notice 
of  insurance  investigators,  who  alerted 
federal  authorities. 

The  case  of  Tom  Henry  is  only  one  of 
countless  instances  of  fraud  and  abuse 
plaguing  the  rapidly  expanding  $31  bil- 
lion home  health-care  industry.  Most  are 
purely  financial  rip-offs,  such  as  one  in- 
volving a  Florida  man  sent  to  prison  on 
Feb.  14  for,  among  other  things,  billing 
Medicaid  for  home  care  rendered  to 
three  people  who  turned  out  to  be  dead. 
But  other  crimes  involve  willful  actions 
of  neglect,  abuse,  and  incompetence  that 
jeopardize  the  lives  of  the  aged  and  ill 
people  receiving  care  at  home. 

Among  the  myriad  scams  already  un- 
covered: 

■  Kelly  Kare,  a  home-care  company  in 
New  York,  sent  "untrained,  unqualified, 
and  unlicensed  workers"  to  care  for  sick 
and  elderly  patients.  Their  competence 
was  so  lacking  that  one  client,  Ronald 
Callahan,  had  to  have  his  sister  teach  his 


alleged  nurse  how  to 
By  the  time  Kelly 
Kare's  owner  was 
convicted,  she  had 
billed  New  York  Med- 
icaid more  than  $1.1 
million  for  fraudulent 
services. 

■  In  Miami,  a  net- 
work of  eight  compa- 
nies is  charged  with 
offering  milk  supple- 
ments and  nutrition- 
al therapies  free  to 
healthy  consumers 
who     didn't  need 


atheterize  him. 
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HOME  HEALTH-CARE 
SPENDING  IS  SOARING 
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▲  BILLIONS  OF  DOLLARS 
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CARE,  NATIONAL  ASSN.  OF  MEDICAL  EQUIPMENT  SUPPLIERS 


them.  The  companies  then  allegedly 
billed  Medicare  $14  million,  claiming  that 
the  products  were  medically  essential. 
This  case,  pending  in  federal  court, 
sparked  14  probes  nationwide  into  simi- 
lar scams. 

■  Robert  Desrochers,  the  owner  of  two 
home  health-care  agencies  in  Alhambra, 
Calif.,  paid  the  salaries  of  discharge  plan- 
ners at  10  hospitals  as  part  of  his  ser- 
vice as  long  as  they  sent  patients  to  his 
agencies.  He  then  shifted  that  cost, 
among  others,  to  Medicare.  He  was  con- 
victed of  fraud  last  year.  Prosecutor's 
say  his  scheme  is  not  unusual. 

Problems  in  the  industry  are  not  lim- 
ited to  newly  formed  companies  or  fly- 
by-night  operators.  Some  of  the  largest 
companies  in  the  industry,  such  as  Care- 
mark International  Inc.  and  T2  Medical 
Inc.,  are  under  federal  investigation  for 
alleged  kickback  schemes.  Hospital 
Staffing  Services  Inc.,  based  in  Fort 
Lauderdale,  Fla.,  is  being  probed  for  its 
Medicare  billing  practices.  All  three  com- 
panies deny  wrongdoing. 
"NEXT  FRONTIER."  Predicting  how  much 
fraud  and  abuse  costs  consumers  is 
tricky.  One  congressional  estimate  puts 
it  at  10%  of  total  expenditures,  or  $3.1 
billion.  If  the  current  level  of  malfea- 
sance continues,  experts  say,  it  could 
wipe  out  some  of  the  anticipated  savings 
from  caring  for  patients  outside  hospi- 
tals. "Home  health  care  is  the  next  ma- 
jor frontier  for  fraud  and  abuse,"  says 
Edward  J.  Kuriansky,  New  York  Deputy 
Attorney  General  and  special  prosecutor 
for  Medicaid  fraud. 
"We've  just  scratched 
the  surface." 

Of  course,  in- 
stances of  criminal 
conduct  occur  in  oth- 
er segments  of  the 
health-care  industry. 
But  the  nature  of 
home  care  makes  it 
uniquely  susceptible. 
In  hospitals,  doctors, 
nurses,  and  adminis- 
trators all  monitor 
the  quality  and  cost- 


effectiveness  of  care  patients  re| 
But  home  care  is  largely  unsuperl 
With  ill-defined  or  nonexistent  pi 
guidelines,  poorly  conceived  federal 
ulations,  and  a  patchwork  of  uil 
state  and  local  laws,  the  home-cal 
dustry  is  primarily  accountable  to  | 

Though  the  industry  has  tighl 
its  standards,  the  guidelines  havel 
or  no  effect  on  the  thousands  of  1 
care  companies  that  don't  belong  ill 
trade  groups.  And  federal  investidj 
are  far  too  understaffed  to  mee] 
growing  caseload.  "We've  only  beerl 
ing  with  the  most  blatant  cases  btl 
of  the  lack  of  manpower,"  says  Jl 
K.  Damirgian,  an  assistant  U.  S.  I 
ney  in  Miami.  "Only  now  are  we  rcl 
into  more  sophisticated  schemes."  ! 

The  fraud  epidemic  comes  at  si 
when  the  industry  is  experiencim 
ponential  growth.  More  than  7.1  ri 
people  are  expected  to  receive  g 
care  in  their  homes  in  1994.  Thaf 
from  5.9  million  in  1987,  the  indu 
trade  group  says.  Home  care,  whic 
vides  the  services  of  nurses  and 
and  home  infusion  therapies,  wh 
elude  delivery  of  drugs  intraveri 


soc 


pected  to  grow  35%  in  1994,  ac- 
l  to  the  Commerce  Dept.— three 
Easter  than  the  rest  of  the  health- 
ldustry.  The  other  industry  seg- 
durable  medical  equipment,  such 
?en  tanks  and  wheelchairs,  is  also 
ig  fast. 

federal  government  is  picking  up 
le  percentage  of  the  tab.  Medicare 
edicaid  expenditures  for  home 
allooned  to  $18  billion  last  year, 
ist  $8  billion  in  1990,  according  to 
Health  Line,  an  industry  newslet- 
le  Health  Care  Financing  Admin- 
>n,  which  manages  Medicare  ex- 
,  predicts  a  166%  increase  in  its 
are  spending  by  1996. 
boom  is  being  fueled  largely  by 
rception  that  home  care  is  less 
than  more  traditional  venues.  A 
ldustry  study  compared  the  av- 
:ost  of  treatment  in  hospitals  with 
ent  in  the  home  for  patients  with 
etures,  a  common  ailment  treated 
h  home  care.  It  found  that  by 
?  patients  home  six  days  earlier 
ormal,  $2,300  was  saved.  That 
tes  into  an  annual  savings  of  $575 
to  Medicare,  the  study  showed. 


Such  savings,  coupled  with  pressure 
from  insurers  to  cut  costs,  is  compelling 
hospitals  to  release  patients  sooner.  And 
advances  in  treatments  and  technolo- 
gies have  made  it  possible  to  provide 
sophisticated  care,  such  as  chemotherapy 
and  respiratory  therapy,  almost  as  easi- 
ly in  living  rooms  as  hospitals. 
many  limits.  Perhaps  nothing  has  done 
more  for  the  industry's  bullishness  of 
late  than  the  Clinton  Administration's 
plan  for  health-care  reform.  Clinton's 
proposed  package  specifically  calls  for 
universal  coverage  of  short-  and  long- 
term  home  care. 
Many  insurance  com- 
panies now  offer  only 
limited  home-care 
coverage— or  none. 

Since  Clinton's  elec- 
tion, Health  Force,  an 
owner  and  franchiser 
of  nursing  and  home- 
aide  agencies  based  in 
Woodbury,  N.Y.,  says 
that  responses  to  its 
newspaper  ads  seek- 
ing franchisees  have 
more  than  doubled  to 
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as  many  as  125  per  week.  In  Louisiana, 
the  number  of  Medicare-certified  home- 
health  agencies  jumped  from  270  to  442 
in  1992.  Growth  has  been  so  rapid  that 
Louisiana,  along  with  other  states,  has 
placed  a  moratorium  on  the  opening  of 
new  agencies. 

Amid  the  home-care  industry's  explo- 
sive growth,  critics  are  calling  for 
stepped-up  enforcement  and  better 
guidelines  to  regulate  providers.  Al- 
though Congress  attempted  to  make 
some  fixes  in  1987  by  establishing  train- 
ing standards  for  home  health  aides  and 
a  national  hot  line  for  consumer  com- 
plaints, abuses  have  proliferated.  "There 
are  so  many  pieces  of  home  care,"  says 
Charles  P.  Sabatino,  assistant  director 
of  the  American  Bar  Assn.'s  Committee 
on  Legal  Problems  of  the  Elderly.  "Some 
are  state  programs.  Some  are  Medicare. 
There  is  licensed,  unlicensed,  and  high- 
tech home  care.  And  there  is  no  com- 
prehensive approach  to  accountability." 

A  look  at  the  regulatory  landscape 
makes  that  all  too  clear: 

■  Only  seven  states  regulate  home  in- 
fusion as  a  distinct  industry,  leaving  this 
segment  most  open  to  rampant  wrong- 
doing, experts  say.  "The  regulatory  en- 
vironment for  these  services  is  a  little 
bit  like  Dodge  City  before  the  marshals 
showed  up,"  said  Representative  Ron 
Wyden  (D-Ore.)  at  a  hearing  last  May. 

■  Virtually  no  state  or  federal  licensing 
requirements  exist  for  the  10,000  com- 
panies providing  durable  medical  equip- 
ment. Although  the  industry's  trade 
group,  the  National  Association  of  Med- 
ical Equipment  Suppliers,  imposes  stan- 
dards on  its  members,  only  20%  of  the 
businesses  belong  to  the  group. 

■  For  the  nursing  and  home-aide  agen- 
cies, 10  states  and  the  District  of 
Columbia  lack  special  licensing  require- 
ments, though  certification  through  a 
series  of  inspections  is  needed  to  partic- 
ipate in  Medicare  and  Medicaid.  Laws 
that  are  in  place  lack  consistency  in 
standards,  training,  or  licensing.  Inde- 
pendent providers,  which  make  up  $3.5 
billion,  or  17%,  of  the  home  nursing  busi- 
ness, operate  largely 
outside  any  regula- 
tory framework.  And 
no  federal  law  re- 
quires these  agencies 
to  check  whether  job 
applicants  have  crimi- 
nal records. 

Certainly,  the  con- 
cept of  home  health 
care  is  sound  and, 
when  implemented 
correctly,  compara- 
tively economical. 
And  the  majority  of 
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PADDING  BILLS  Home  health-care 
providers  include  improper  overhec 
expenses  in  their  charges  for  nursin 
or  drug-therapy  treatments  Also, 
\  home  aides  are  billed  out  at  rates  f< 
\ registered  nurses. 

TELEMARKETING  DOOR-TO-DO( 
SCHEMES  Home  nursing  and  durab 
medical  equipment  agencies  offer 
"free"  services  or  equipment  to  con 
mers.  in  order  to  get  their  Medicare 
billing  numbers,  which  are  then  use 
for  fraudulent  billings, 

KICKBACKS  Doctors;  social  worker 

and  hospital  discharge  planners  re 

 i.  i_   :_.  :  L  1-1  I_ 


payments. 


DATA:  WJSINISSWI  EK 


home-care  providers  do  deliver  exem- 
plary services.  Industry  leaders  and 
trade  groups  }iave  taken  it  upon  them- 
selves to  devise  rules  aimed  at  ensuring 
high-quality  service.  Olsten  Corp.,  based 
in  Westbury,  N.Y.,  the  largest  provider 
of  nurses  and  aides  for  the  home,  spends 
close  to  $2  million  annually  on  compli- 
ance programs,  which  include  a  criminal 
background  check  on  job  applicants. 

But  Olsten  and  some  other  compa- 
nies stop  short  of  suggesting  that  their 
self-policing  mechanisms  lie  applied  to 
the  industry  at  large.  Instead,  they  pre- 
fer to  rely  on  a  competitive  marketplace 
to  wipe  out  malfeasance. 
ETHICS  CODE.  Trade  groups,  including 
the  National  Association  for  Home  Care, 
strictly  scrutinize  their  members  and 
have  been  pushing  to  expand  govern- 
ment oversight.  In  addition  to  abiding 
by  Medicare  regulations  and  state  laws, 
members  must  get  the  blessing  of  the 
Joint  Commission  on  Accreditation  of 


Healthcare  Organizations  or  a  similar 
accrediting  body.  For  accreditation, 
members  must  meet  stringent  stan- 
dards, including  a  requirement  of  75 
hours  of  training  for  home-care  aides, 
continuing  education  for  nurses,  and 
agreeing  to  abide  by  an  ethics  code.  But 
these  moves  only  go  so  far.  The  stan- 
dards affect  only  association  members- 
allowing  independent  operators  to  play 
by  their  own  rules. 

So,  legislators  are  readying  another 
try.  One  bill,  scheduled  to  be  introduced 
in  March  by  Representative  Sherrod 
Brown  (D-Ohio)  and  Senator  Howard 
M.  Metzenbaum  (D-Ohio),  would  set  lim- 
its on  prices  home  infusion  firms  can 
charge  for  their  products,  establish  qual- 
ity standards  for  the  industry,  and  re- 
quire federal  licensing.  The  measure  in 
part  responds  to  protests  about  extreme 
disparities  in  prices  for  drug  therapies 
offered  by  home  infusion  companies 
(table,  page  73).  For  example,  500  mg 


of  Neupogen,  an  anti-infection  drui 
cost  from  $266  to  $1,128,  accJ 
to  Principal  Mutual  Life  Insurancifl 

C.  A.  Piccolo,  ceo  of  Caremarj 
largest  provider  of  home  infusion  ti 
pies,  concedes  that  legislation  nel 
address  "escalating  costs."  But  hca 
that  prices  for  home-infusion  drufi 
pear  high  because  they  reflect  nurffl 
overhead  costs  that  must  be  mm 
in  drug  charges  to  get  reimburse 
from  insurance  companies.  "InB 
won't  reimburse  us  as  a  line  it« 
services,"  he  says.  "They  insist  tU 
factor  it  into  the  cost  of  the  prodff 

Another  bill,  sponsored  by  RedB 
tative  Charles  E.  Schumer  (D-w 
would  increase  funding  for  health 
fraud  investigators  as  well  as  dfl 
st  iffer  pcnall  ics  lor  offenders— es]  'i 
in  cases  resulting  in  injury  or  ddH 
patients.  Resources  available  for  ■ 
ering  health-care  fraud  are  woeftp 
adequate.  The  number-  of  inspectoijv 


WHO'S 
BIG  IN 
HOME  CARE 


i993  TOTAL 
REVENUES 


DATA:  NATIONAL  ASSOCIATION  FOR  HOME  CARE, 
COMMERCE  DEPT.,  HOME  HIAVH  UN[ 


HOME  NURSING 
AND  AIDES 


$21 

BILLION 


*6 

BILLION 


!►  OLSTEN 

Westbury,  NY. 

►  INTERIM  HEALTHCARE 

Fort  Lauderdale,  Fla. 

►  VISITING  NURSE  SERVICES 
OF  NEW  YORK 

New  York  City 


►  HOMEOCO  GROUP 

Fountain  Valley,  Calif. 

►  ABBEY  HEALTHCARE  GROUP 

Costa  Mesa,  Calif. 
LINCARE 

Clearwater,  Fla. 


II 

i 

BILLIjN 

►  CAREMARK  INTERNATIO 

Northbrook,  III. 

T2  MEDICAL 

Alpharefta,  Ga. 

►  MEDICAL  CARE  AMERICA 

Dallas 
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iffice  of  the  Inspector  Gen- 

of  the  Health  &  Human 

ces  Dept.  has  been  cut  to 

•om  298  since  1989,  while 

loads  have  multiplied, 
the  local   level,  New 

s  Erie  County  set  up  an 

wment  registry  this  year 

ack  home-care  workers 

have  criminal  records  or 
troubling  pasts.  The  law 

idopted  after  local  police 

ted  a  spike  in  complaints 

jse  against  senior  citizens 

ime-care  workers,  includ- 

le  of  an  82-year-old  blind 

in  with  Alzheimer's  dis- 

who  was  so  badly  beaten 
her  ribs  were  broken, 
patients  were  persuaded 

nsfer  bank  funds  to  their 

ikers  or  open  credit-card 

nts  for  them. 

the  private  sector,  insur- 

:ompanies  have  launched 
own  crackdown.  They 
frequently  decline  to  pay  bills  as 
tted,  citing  unsubstantiated  or  in- 
claims.  Principal  Mutual  is  de- 
ng  more  proof  that  services  billed 
ere  actually  delivered  and  neces- 
At  Northwestern  National  Life  In- 
2e  Co.,  a  full-time  investigator  has 
assigned  solely  to  reviewing  bills 
tted  for  home  nursing  services. 
BELLS.  Perhaps  nothing  illustrates 
itential  perils  of  home  care  better 
,he  story  of  Sarah  Weber,  a  little 
Cleveland  Heights,  Ohio,  who  suf- 
from  cerebral  palsy.  From  the  age 
ntil  her  death  last  July  at  age  10, 
was  able  to  live  at  home  with  the 
f  intravenous  drugs  and  nutrition- 
"apy. 

congressional  hearings  last  May, 
's  mother,  Marie  Kostos-Weber, 
ed  that  Sarah's  bills  for  her  ex- 
e  treatments  ranged  from  $95,000 
!0,000  a  month— an  amount  that 
)  the  family's  $1  million  private 
ice  policy  limit  in  less  than  a  year. 
;ated  that  after  checking  with  a 
•care  consultant,  she  estimated  it 
ose  to  $1,000  a  day  more  to  treat 
at  home  than  in  the  hospital, 
her  insurance  lapsed,  it  took  a 
order  to  prevent  Critical  Care 
ca  Inc.,  Sarah's  home-infusion 
er,  based  in  Westborough,  Mass., 
cutting  off  Sarah's  supply  of 
ne,  according  to  congressional 
s. 

Sarah  had  other  problems.  Ac- 
?  to  a  lawsuit  Kostos-Weber  filed 
eptember  against  Critical  Care, 

alleges  overcharging  and  poor 
'  of  care,  she  contends  that  the 
try  mistakenly  delivered  a  lethal 
f  the  wrong  drug  for  Sarah's  in- 


travenous therapy.  Fortunately,  Kostos- 
Weber  caught  the  mistake,  she  says. 
But  when  she  tried  to  complain  to  the 
state  health  department,  she  was  re- 
ferred to  the  Attorney  General's  office, 
which  in  turn  referred  her  to  the  Na- 
tional Alliance  for  Infusion  Therapy,  an 
industry  lobbying  group  based  in  Wash- 
ington. "There  was  no  one  to  turn  to," 
says  Kostos-Weber.  "This  is  a  totally  un- 
regulated industry.  The  health  depart- 
ment didn't  even  know  what  infusion 
therapy  is."  Critical  Care,  which  was  re- 


THE  PRICE  ISN'T  RIGHT 

Range  of  costs  for  drugs  charged 
by  home-infusion  companies* 

GANCICLOVIR      $150  t0  $800 

(480  MILLIGRAMS) 

Used  as  antiviral  treatment  for  AIDS 

neupogen      $266  to  $1,128 

(500  MILLIGRAMS)  ' 

Anti-infection  drug 
PENTAMIDINE     $180  tO  $450 

(300  MILLIGRAMS 
IN  SYRINGE) 

Antipneumonia  drug 

,«GARD    $U  00  to  $3,300 

AIDS  treatment  to  boost  immune  system 


$147  to  $384 


ROCEPHIN 

(2  GRAMS) 

Treatment  for  Lyme  disease 


$135  to  $338 


ZINACEF 

(1.5  GRAMS) 

Treatment  for  various  infections 

'Charges  include  certain  overhead  costs  such  as 
delivery  and  mixing  of  drug  compounds 

DATA  PRINCIPAL  MUTUAL  LIFE  INSURANCE  CO. 


cently  acquired  by  Caremark 
for  $175  million,  declined  to 
comment  on  the  pending.. liti- 
gation except  to  say  that  it 
"will  vigorously  defend  itself." 

It's  clear  that  as  health  care 
moves  further  into  the  home, 
it  is  bringing  a  whole  new  set 
of  problems  for  providers,  in- 
surers, regulators,  and  con- 
sumers. Although  greater  reg- 
ulation is  essential,  lawmakers 
must  be  careful  not  to  over- 
regulate.  According  to  a  yet-to- 
be-released  study  by  the 
George  Washington  Universi- 
ty Health  Policy  Project,  North 
Carolina,  Virginia,  and  Min- 
nesota have  come  up  with  the 
best  regulatory  mix.  Their 
laws  defining  home-health 
agencies  are  flexible  enough  to 
make  most  services  fall  under 
some  regulation.  The  market- 
place, too,  will  impose  more 
scrutiny  and  reform,  and  in- 
dustry trade  groups  are  trying  to  im- 
prove quality. 

case  managers.  Experts  say  one  of  the 

most  effective  ways  to  curtail  abuses  is 
to  increase  the  role  of  doctors.  "If  there 
is  a  power  broker  in  home  health-care 
services,  it's  the  doctor,"  says  William 
Dombi,  director  of  the  Center  for  Health 
Care  Law  in  Washington,  D.  C.  The 
American  Medical  Assn.  has  advocated 
using  doctors  as  case  managers  for  home 
health-care  services.  That  position  is 
backed  by  an  independent  study  Aetna 
Life  Insurance  Co.  concluded  in  1993.  It 
found  that  more  physician  involvement 
would  curb  abusive  practices.  It  noted 
that  in  many  cases  it  reviewed,  doctors 
had  not  even  seen  the  patients  for 
whom  they  were  prescribing  treatment. 

As  the  law  stands  now,  doctors  have 
little  incentive  to  take  a  hands-on  ap- 
proach to  home  health  care.  They  are 
not  paid  by  insurers  for  work  relating  to 
home  health-care  planning. 

The  eventual  shape  of  health-care  re- 
form will  likely  have  the  greatest  im- 
pact on  the  industry.  The  Clinton  plan 
does  include  new  criminal  penalties  for 
bribes  and  kickbacks  in  the  home  health- 
care industry  as  well  as  tougher  civil 
penalties  for  falsified  billing  claims.  But 
these  provisions— though  they  go  a  long 
way  toward  separating  the  good  from 
the  bad  players— are  only  a  starting 
point.  The  architects  of  health-care  re- 
form must  address  all  the  present-day 
abuses  and  problems  before  they  inad- 
vertently create  a  whole  host  of  new 
ones  for  the  future. 

By  Linda  Himelstein  in  New  York, 
Gail  DeGeorge  in  Miami,  and  Eric  Schine 
in  Los  Angeles,  imth  Ann  Therese  Palmer 
and  Richard  A.  Melcher  in  Chicago 
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backroom  bean  counters  to  grow  very 
flabby.  Now,  though,  CFOs  are  giving  fi- 
nance the  same  makeover  that  manu- 
facturing and  marketing  received  in  the 
late  1980s.  Companies  as  diverse  as 
Johnson  &  Johnson  and  General  Electric 
Co.  are  finding  they  can  cut  overhead  by 
a  third  or  better  with  new  ways  to  bill 
customers,  pay  employees,  and  process 
checks.  "This  is  going  to  be  the  agenda 
at  every  company  within  the  next  five 
years,"  says  consultant  Robert  W.  Gunn, 
who  has  helped  such  companies  as  Hew- 
lett Packard,  Shell,  and  U  S  West  reen- 
gineer  their  finance  shops. 

In  many  ways,  the  changes  afoot  par- 
allel what  has  happened  on  the 
shop  floor.  GE  is  using  the 
very  same  techniques  of  map- 
ping work  processes  that  it 
uses  to  speed  up  production 
of  appliances  to  increase  the 
output  of  accounting  clerks. 
But  in  other  ways,  the  trend 
is  counter  to  the  latest  dog- 
ma from  management  consul- 
tants. Leading-edge  companies 
that  are  actively  trying  to 
push  decision-making  to  the 
lowest  point  are  just  as  quick- 
ly centralizing  their  finance 
functions  into  one  or  two  re- 
gional data  centers  under  a 
system  known  as  "shared  ser- 
vices." Instead  of  each  busi- 
ness unit  having  its  own  CFO 
and  accounting  operations,  the 
businesses  in  effect  become 
"customers"  of  a  centralized  fi- 
nance function.  "Once  we  got 
control  of  these  functions,  we 
could  reengineer  them,"  says 
Walt  Hazelton,  manager  of  accounting- 
service  operations  for  Xerox  Corp. 
IMPACT.  That's  exactly  what  happened 
at  GE.  Its  far-flung  businesses  once  used 
34  different  payroll  systems.  But  over 
the  past  five  years,  GE  has  transferred 
work  from  five  different  regional  ac- 
counting centers  to  one  megacenter  in 
Fort  Myers,  Fla.  Along  the  way,  the 
number  of  finance-department  workers 
has  fallen  by  40%,  to  000.  "They  do  the 
work  differently,"  says  Robert  Frigo, 
manager  of  GE's  Financial  Services  Oper- 
ation. "There's  much  more  use  of  elec- 
tronic media  and  local-area-network  tech- 
nology." And  with  fewer  workers,  notes 
Frigo,  come  fewer  supervisors. 

Johnson  &  Johnson  CFO  Clark  H. 
Johnson  says  he  saw  the  light  in  the 
1980s  when  the  company  participated  in 
a  benchmarking  study.  The  survey  found 
most  large  companies  spent  about  2.3% 
of  their  annual  sales  on  finance-depart- 
ment overhead.  "We  were  at  2.8%,  and 
that  kind  of  woke  us  up,"  says  Johnson. 


Armed  with  the  data,  J&J  began  a 
consolidation  that  combined  regional  data 
centers  and  undertook  the  use  of  uni- 
form ledgers  and  accounts-payable  sys- 
tems. "We  had  100  manufacturing  loca- 
tions with  106  payroll  people,"  says 
Johnson.  "We're  now  doing  our  payroll 
of  40,000  people  with  28  people."'  All 
told,  J&J  slashed  its  finance-department 
head  count  by  a  third,  or  600  positions, 
even  as  sales  increased  30%. 

The  cuts  had  a  bottom-line  impact. 
Johnson  says  that  in  the  past  four  years, 
the  company  has  reduced  its  worldwide 
finance  budget  by  $84  million.  To  ac- 
commodate the  downsizing,  Johnson  says 


Eliminated  manual  invoicing 
system,  now  pays  vendors 
using  electronic  system  that 
matches  orders  to  supplies 
and  automatically  issues  a 
check.  By  reducing  paper- 
work and  simplifying  the  pro- 
cess, Ford  cut  payables  staff 
significantly. 


XEROX 


Xerox  consolidated  seven 
general-ledger  systems  into 
one  and  centralized  work 
from  four  data  centers  to  - 
one.  Changes  allowed 
Xerox  to  eliminate  more  than 
100  positions  in  its  finance 
operations. 


Once  had  34  different  pay- 
roll systems,  now  has  only 
one.  Has  reduced  financial 
processing  centers  from  five 
to  one.  This  has  allowed  GE 
to  cut  finance  operation  pay- 
roll by  40%,  from  1,000  peo- 
ple to  600,  over  past 
decade. 


JOHNSON  &  JOHNSON 


Did  away  with  monthly  clos- 
ing of  its  books;  now  closing 
occurs  quarterly.  J&J  is  also 
speeding  up  process.  What 
used  to  take  26  days  on  av- 
erage now  takes  7.  All  told, 
J&J  cut  worldwide  finance 
budget  by  $84  million. 


DATA:  BUSINESS  WEEK 


the  company  used  early-retirement  pro- 
grams and  tried  to  move  affected  work- 
ers to  other  jobs  in  the  company.  And 
Johnson  cut  back  sharply  on  his  use  of 
temporary  workers  brought  in  to  man- 
age the  paperwork  overload. 

The  effort  encouraged  Johnson  to 
push  even  harder  for  savings.  Once,  it 
took  J&J  26  days  to  close  its  books.  Now, 
it's  down  to  7  days.  "My  target  is  2 
days,"  says  Johnson.  "It's  really  comput- 
erization as  well  as  different  attitudes." 
Johnson  has  also  eliminated  monthly 
closings,  going  to  quarterly  instead,  and 
reduced  much  of  the  paperwork  asso- 
ciated with  a  huge  finance  staff.  "We 
were  producing  too  much  paper  that  no 
one  has  time  to  use,"  he  says. 

At  Ford  Motor  Co.,  what  began  as 
an  attempt  in  the  mid-1980s  to  cut  costs 
by  20%  in  its  accounts-payable  depart- 
ment soon  led  to  a  wholesale  reworking 
of  the  company's  procurement  system. 
In  the  old  days,  Ford  would  order  a 
part,  and  when  the  supplier  shipped  it, 


accounts-payable  clerks  would  atter 
match  the  purchasing  order  with  8 
produced  at  the  receiving  dock  an 
oncile  that  with  the  vendor's  in 
When  all  three  agreed,  paymen 
made  to  the  vendor.  Armies  of  c 
workers  were  spending  hours  cl 
missing  forms. 

Nowadays,  a  clerk  orders  a  pail 
ters  the  order  into  an  electronic! 
base,  and  then  awaits  shipment.  I 
the  part  comes  in,  a  worker  in  reel 
checks  the  data  base  to  make  sul 
part  has  been  ordered  and  tha 
proves  it,  at  the  same  time  pronl 
the  computer  to  automatically  issul 
ment  to  the  vendor. 
ENTRENCHED.  The  chanJ 
Ford,  J&J,  GE  and  othei 
panies  have  led  to  bypr 
other  than  reduced  cos 
shrinking  staffs.  GE's 
says  the  goal  is  to  get  f 
people  integrally  invoh 
overall  business  strategr 
stead  of  just  checking  Tfi 
ports  for  errors,  worked 
now  develop  information! 
company  spending  prsl 
that  lead  to  better  deal! 
vendors.  "It's  more  thai 
paying  the  bills,"  says  1 
"We're  trying  to  push  l|| 
cus  from  processing  trn 
tions  to  adding  value."  1 
But  change  is  slow  ill 
ing  in  some  companies,  1 
the  finance  function  is  cfl 
protected  fiefdom.  WhiJ 
fits  such  as  GE  and  XerH 
pacesetters,  many  comfi 
are  barely  dealing  will 
growing  costs  of  their  finance  urK 
would  say  most  people  are  grcB 
says  Patrick  J.  Keating,  a  busine.f|i 
fessor  at  San  Jose  State  Universilp 
has  studied  the  issue.  "Most  finaniffll 
pie  are  so  entrenched,  they  can'fl 
visualize  where  they  are  trying  tjp 
That's  a  shame.  Consultant  Gurl&i 
finance  staffs  in  large  companies  ap 
nearly  5%  of  the  total  employment 
in  some  cases  account  for  moniir 
10%  of  the  company's  payroll— whip 
ates  major  opportunities  for  big  s;l 
Companies  that  seize  those  opportpj 
could  get  a  big  leg  up  on  global  cp 
itors,  especially  since  reengineeiH 
back-office  operations  is  somethirB 
American  companies  are  far  f Hp 
along  on  than  overseas  comparjfc 
think  it's  what  is  going  to  beat  tfli< 
anese,"  says  Gunn. 

That  may  be  carrying  it  too  f;(.*-'; 
it's  still  an  incentive  that  any  An|tjt' 
company  can  appreciate. 

By  Tim  Smart  in  Danburypf1 
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E  YEAR  OF  THE  LANDLORD 
HONG  KONG 


are  skyrocketing  as  demand  dries  up  supply 


roomy  apartment.  Tennis  courts 
and  a  playground  for  the  kids. 
Nice  views.  For  years,  this  has 
andard  quarters  for  stressed-out 
ite  managers  in  congested  Hong 
iut  perhaps  not  for  much  longer. 
5  of  astronomical  rent  hikes  is 
expats  to  scramble  for  cheaper 
cause  their  corporations  won't 
the  increases.  "This  is  outra- 
fumes  a  U.  S.  banking  executive 
amily  gave  up  a  four-room  apart- 
j  1  Parkview,  a  popular  high-rise 
J  i  Kong  Island,  when  the  month- 
soared  from  $7,100  to  $10,980  in 
i  s.  "If  this  is  the  path  rents  are 
what  will  happen  to  Hong 
D  business  climate?" 
|  answer  isn't  comforting.  With 
I  l  companies  feverishly  expand- 
1  long  Kong  to  get  a  piece  of  Chi- 
)  lamic  economy,  the  real  estate 
|  in  the  British  colony  is  red-hot. 
m  has  been  a  windfall  for  devel- 
ut  it's  turning  expatriate  manag- 
i  "rent  refugees"  as  they  dash  to 
|  rtments  in  older  buildings, 
tunately  for  renters,  the  market 
a  lot  of  energy  left.  With  rents 
ne  residential  housing  surging 
:e  1990,  monthly  rent  for  a  mod- 
|  O-square-foot  apartment  now  av- 
•6,590.  Residential  rates  are  like- 


ly to  go  up  an  additional  30%  this  year. 
The  commercial  sector  is  only  slightly 
better,  with  office  rents  up  55%.  Rents 
are  expected  to  surge  45%  in  1994.  Pric- 
es may  even  surpass  the  Tokyo  com- 
mercial real  estate  market  this  year. 

The  big  reason  for  the  runup  is  Hong 
Kong's  tiny  supply  of  land.  Under  a  pact 
with  Beijing,  the  government  makes  only 
20  acres  a  year  available  for  develop- 
ment. Hong  Kong  is  reclaiming  hundreds 
of  acres  more  from  its  harbor.  But  none 
of  the  land  from  the  projects  will  be 
ready  before  1998.  Meanwhile,  both  the 
office  and  residential  sectors  are  already 
near  full  occupancy.  Massive  Chinese  in- 
vestment is  also  buoying  the  market. 
"Hong  Kong  has  many  years  to  go  be- 
fore becoming  a  bub- 
ble," says  Franklin 
Lam,  an  analyst  at  Sal- 
omon Brothers  Hong 
Kong  Ltd.  "There's  just 
too  much  demand  and 
too  little  land." 

Some  foreign  compa- 
nies are  not  deterred 
by  the  prices.  With  an 
eye  on  China's  huge 
market,  such  multina- 
tionals as  Salomon 
Brothers,  Quaker  Oats, 
Ceneral  Electric,  and 


O'Neill 
es  director. 


Philip  Morris  are  dispatching 
managers  in  waves  to  Hong 
Kong.  "For  a  lot  of  big  U.  S. 
companies,  it  doesn't  matter 
how  much  they  pay  the  land- 
lord as  long  as  they  can  get 
close  to  the  Chinese  border," 
says  Lyall  Alexander-Webber, 
Hong  Kong  director  of  property 
agent  Vigers  Hong  Kong  Ltd. 

But  the  speculative  frenzy  is 
causing  headaches  for  other 
companies,  even  those  with 
deep  pockets.  Take  Motorola 
Inc.,  which  is  increasing  its  ex- 
pat staff  of  75  by  25%  this  year 
to  support  its  thriving  business 
in  semiconductors  and  telecom. 
It  occupies  several  floors  of  a 
Hong  Kong  Island  building 
whose  floors  are  being  carved 
up  and  sold  to  speculators  who 
would  rather  flip  the  property 
than  sign  a  long-term  lease. 
"This  is  becoming  a  game  of 
hot  potato,"  says  William 
Motorola's  Asia  human  resourc- 
We  have  to  negotiate  with 


ON  THE  RISE 

HONG  KONG  MONTHLY 
 OFFICE  RENTS 

2,000  SQ.  FT. 


I  ■ 


'93 


'94  EST. 


o  — 

'90  '91  '92 
A  THOUSANDS  OF  DOLLARS 

DATA:  VIGERS,  JONES  LANG  W00TT0N,  BUSINESS  WEEK 


eight  different  landlords  on  one  floor." 
So  Motorola  is  taking  seven  floors  as 
an  anchor  tenant  in  a  new  tower. 
skimpy  allowances.  For  companies  that 
want  to  stay,  one  strategy  is  to  pay  up 
and  wait  for  prices  to  peak,  which  some 
brokers  say  will  happen  in  1996  when 
several  skyscrapers  are  completed.  Pol 
Cox,  director  of  Jones  Lang  Wootton 
Ltd.,  predicts  multinationals  will  pay 
through  the  nose  now  for  short-term 
leases  in  expectation  of  a  price  drop 
when  a  lot  of  capacity  comes  on  line. 
"Companies  are  aware  this  won't  last 
forever,"  he  says.  In  fact,  adjusted  for 
inflation,  office  rents  are  about  the  same 
as  they  were  before  the  1989  Tianan- 
men Square  massacre. 

But  for  individuals,  the  situation  is 
likely  only  to  get  worse  as  employers 
try  to  hold  down  costs  by  skimping  on 
housing  allowances.  Some  analysts  think 
as  rent  hikes  exceed  the  pain  threshold 
of  expats,  landlords  will  be  forced  to 
curb  their  greed.  "It  will  soon  be  totally 
unaffordable,  and  the  bubble  will  burst," 
predicts  Hong  Kong 
real  estate  agent  Tricia 
Carton,  who  had  to 
abandon  her  own  apart- 
ment when,  within 
three  years,  the  rent 
tripled  to  $8,000  a 
month.  But  with  many 
multinationals  only 
starting  to  gear  up 
their  assault  on  China, 
that  may  be  wishful 
thinking. 

By  Pete  Engardio  in 
Hong  Rung 
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WHEN  THE  DOW 
DROPPED,  THIS  TEAM 
WENT  SHOPPING 


■  t's  5:30  a.m.  17:30  in  New  York)  on 
I  Monday,  Feb.  7— the  first  trading 

■  day  after  the  Dow's  96-point 
plunge.  Money  manager  Laree  Perez  is 
in  her  office  atop  a  10-story  building 
overlooking  the  picturesque  Sandia 
Mountains  in  Albuquerque.  She's  anx- 
ious—anxious to  buy  more  shares  of 
her  three  favorite  stocks:  Wrigley, 
Nordson,  and  Santa  Fe  Pacific. 

They  were  among  the  stocks  in  her 
$150  million  portfolio  that  had  gotten 
hammered  by  the  Fed's  surprise  move 
on  Feb.  4  to  nudge  up  short-term  inter- 
est rates.  "The  Fed  gave  us  a  window 
to  load  up  on  stocks  that  we  want 
more  of— at  bargain  prices,"  says  Perez. 
The  Dow  has  fallen  an  additional  40 
points  since,  to  3831.  But  Perez,  presi- 
dent and  chief  investment  officer  of 
Medallion  Investment  Management,  re- 
mains bullish. 

She  and  partner  John  Ulrich,  Medal- 
lion's managing  director,  formed  the 
firm  just  a  year  ago  after  quitting  Mer- 
rill Lynch,  where  they  had  been  among 
the  25%  top-producing  brokers.  In  the 
first  12  months  ended  Jan.  31,  1994, 
Medallion's  portfolio  of  about  40  stocks 
gained  16%  vs.  Standard  &  Poor's  12%. 
chewing  pleasure.  "We  go  after 
stocks  with  sizzling  earnings  growth, 
niche  markets,  and  unique  products," 
says  Perez.  Wrigley,  the  world's  largest 
chewing-gum  maker,  is  one  company 
that  has  continued  to  set  "an  enviable 
growth  record"  with  "very  strong"  fi- 
nancial assets,  says  Ulrich.  Wrigley 
puts  out  Wrigley's  Spearmint  and  Juicy 
Fruit  gum,  among  others,  and  is  in  a 
good  marketing  position  as  generic 
chewing  gum  has  failed  to  gain  market 
inroads,  notes  Ulrich.  Much  of 
Wrigley's  future  growth  will  be  over- 
seas, mainly  in  China,  India,  Mexico, 
and  Russia,  he  adds.  Ulrich  sees  Wri- 
gley making  $1.72  a  share  this  year 
and  $1.96  in  1995  vs.  1993's  $1.50.  He 
expects  the  stock,  now  at  47,  to  hit  (>0 
this  year. 

Nordson  makes  industrial  applica- 
tion equipment  for  products  such  as 
adhesives,  caulking  paints,  and  coat- 
ings. It  has  sizable  overseas  operations 
that  account  for  more  than  half  of  sales 
and  operating  profits.  An  economic  up- 
turn in  Europe  and  Japan  will  boost 


MEDALLION'S  ULRICH  AND  PEREZ:  IN  THE 
FIRST  YEAR,  OUTPERFORMING  THE  S&P 


results  in  a  big  way,  says  Ulrich.  He 
sees  earnings  of  $2.48  in  1994  and  $2.92 
in  1995  vs.  1993's  $2.13.  Ulrich  expects 
the  stock,  now  at  56,  to  rise  to  80. 

Santa  Fe  Pacific,  which  owns  the 
Atchison,  Topeka  and  Santa  Fe  Rail- 
way, is  benefiting  from  the  economic 
recovery.  It  is  also  a  major  player  in  a 
fast -growing  sector  of  transportation: 
intermodal  services,  shipping  containers 
by  train  over  the  long-haul  leg  of  a 
trip  and  then  transferring  them  to 
trucks.  Santa  Fe  has  spun  off  most  of 
its  natural-resource  assets.  It's  expect- 
ed to  earn  $1.15  in  1994  and  $1.38  in 
1995.  Perez  sees  the  stock,  now  22, 
driving  up  to  40. 


A  SMART  ROUTE  FOR 
FLORIDA  WEST? 


■  t  sounds  like  a  business  that 
I  wouldn't  fly  far  these  days.  At  a 
I  time  when  there's  a  glut  of  idle  air- 
planes, Florida  West  Airlines  is  step- 
ping up  its  "recycling"  of  used  aircraft 
by  rehabilitating  and  refurbishing 
them.  "The  economics  of  such  recy- 
cling is  sound  and  very  profitable,"  ar- 
gues money  manager  Charles  Ganz, 
president  of  Ganz  Capital  Management. 
He  has  accumulated  a  3.5%  stake  in 
Florida  West,  which  is  trading  at  15. 

Ganz  insists  the  stock  is  underval- 
ued, pointing  to  the  potential  of  Florida 
West's  three  units:  air  cargo,  mainte- 
nance, and  resale  or  leasing  of  refur- 
bished planes.  Ganz  puts  the  underlying 
value  of  the  stock  at  30  a  share. 

Florida  West  started  operating  in  its 
present  form  in  July,  1993,  when  an 
investor  group  led  by  Maury  Joseph, 


now  chairman  and  CEO,  and  Allen 
president,  purchased  the  assets  of  I 
id  a  West  Gateway,  a  12-year-old  ci 
airline  that  had  filed  for  bankrupt! 

The  company  spends  as  litth 
$750,000  for  a  used  Boeing  aircraft 
puts  it  into  shape  at  a  total  cos 
under  $1  million.  The  refurbished 
craft  usually  sells  for  $2  millioi 
more,  says  Ganz,  or  can  be  leased 
at  even  better  returns.  Deman 
growing  overseas,  mainly  in  Si 
America  and  Asia. 

Analyst  Bill  Walling  of  RAS  S( 
ities  in  New  York  is  also  high  on 
ida  West.  He  expects  profits  of 
share  this  year  and  $2.85  in  1995. 
pared  with  the  price-earnings  rati 
air-cargo  and  trucking  companies, 
Walling,  Florida  West  is  "a  cheap 


TYCO:  READY  FOR 
THE  FIRE  NEXT  TIM 


When  Dennis  Kozlowski  I 
into  a  restaurant,  the! 
thing  he  looks  for  is  thl 
ter  sprinklers  on  the  ceiling,  "1 
70%  of  public  buildings  in  Ami 
don't  have  fire-protection  systei 
all,"  says  Kozlowski,  chairman  an< 
of  Tyco  International,  the  world'; 
est  maker  of  fire-protection  sys 
It's  worse  in  Europe,  he  adds, 
the  figure  is  90%. 

Some  investors  are  buying  into 
tor  that  very  reason.  They  b( 
more  laws  will  be  passed,  in  the 
and  overseas,  making  fire-prev< 
devices  mandatory.  Antifire  pr( 
account  for  half  of  Tyco's  revenu 
"We  expect  earnings  moment 
expand  in  1994-95,  as  world  econ 
improve  and  prices  strengthen,' 
analyst  Carol  Neves  at  Merrill  I 
She  may  raise  her  earnings  esti 
because  of  the  improving  trend 
she  now  sees  in  Tyco's  market; 
estimates  of  $2.75  for  1994  and 
for  1995  could  prove  modest,  sh< 
The  stock  trades  at  51. 

But  there  are  other  things  hap 
at  Tyco.  "Kozlowski  is  getting 
to  acquire  a  fifth  unit  to  add  to  I 
four  divisions  that,  we  expect,  w| 
ble  the  company's  revenues," 
New  York  money  manager, 
says,  is  eyeing  an  industrial  co| 
that  fits  its  Simplex  Technologic 
which  won  a  contract  from  An| 
Telephone  &  Telegraph  to  sut 
ber-optic  cable  for  its  Hawaiian 
land  system  connecting  Kauai.te 
Oahu,  and  the  big  island  of  Havl 
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WANT  A  PBX  THAT 
GIVES  YOU  GREATER  LATITUDE? 

WITH  THE  F9600,  YOU  HAVE 
A  WORLD  OF  OPTIONS. 


The  option  to  add  new  fea- 
tures as  you  need  them. 

/ant  a  PBX  that  can  expand 
our  institutional  needs  and 
de  reliability  for  our  residen- 
customer  base  as  we 
el  College  &  Seminary 

The  option  to  grow  your 
customer  base  -  at  will. 

ervice  our  customers  quickly, 
ly  and  cost-effectively.  The 
0  helps  us  handle  our  grow- 
;rvice  volume  with  no  delays. 
iy.  Inc. 


The  option  to  change  your 
mind.  "We  want  a  system 
:an  be  upgraded  without  be- 
orcoted.  The  Fujitsu  F9600 
)rm  gives  us  that  flexibility. 
Healthcare  Systems 
oration 

The  option  to  work  any- 
where -  and  still  keep  in 

1 1.  "The  F9600  lets  us  work 
her  as  if  we're  all  in  one 
,  even  though  we're  actually 
iting  in  different  time  zones. 
a  Fe  Energy  Resources 

I  The  option  of  switching 
I  over  on  your  schedule. 

i  you're  changing  phone 
ms,  any  down-time  is  a  big 
I  '.m.  But  thanks  to  Fujitsu,  we 
ienced  very  little  disruption. 
Electronics  Corporation 


\  zzz    It's  the  same  story  the  world  over. 


zz    Businesses  want  a  PBX  that's  free 

-  aau  —  

V  ■■□     — — — 

of  limitations,  yet  loaded  with 
ns.  That's  why  they're  turning  to  the  F9600 
|  Fujitsu,  a  global  leader  in  telecommunications 
li  'ons  that  serves  customers  in  over  1 00  countries, 
fi  am  more  about  the  F9600,  call  1-800-553-3263. 


Fujfrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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COMPUTERS  I 


BEYOND 
ROCK  BOTTOM 


Along  with  low  prices,  Dell  needs  variety  and — yikes! — distribution 


At  the  crack  of  dawn  one  Satur- 
day morning  in  July  of  1992,  Dell 
Computer  Corp.  sales  chief  Joel 
J.  Kocher  and  his  top  lieutenants  sat 
on  a  stage  at  the  University  of  Texas 
basketball  arena  and  had  their  hair 
cropped  military-style.  To  the  cheers  of 
1,500  mostly  twentysomething  employ- 
ees—many clad  in  fatigues  for  the  early- 
morning  muster— Kocher  declared  "war" 
on  IBM  Corp.  and  cross-Texas  rival  Com- 
paq Computer  Corp.  Both  PC  makers 
were  adding  low-cost  models  that 
threatened  to  erase  Dell's  longtime  price 
advantage.  Kocher  wanted  to  make  it 
clear  that  he  was  ready  to  do  battle. 

That  was  classic  Dell— and  classic 
Kocher  (pronounced  Ko-HER).  Hyperag- 
gressive  and  intense,  he  rose  to  become 
CEO  Michael  S.  Dell's  No.  2  by  driving 
Dell's  young  troops  to  match  his  mania- 
cal work  ethic.  Former  employees  re- 
call Kocher  storming  through  the 
sales  floor,  berating  the  legions 
of  telesales  reps  to  work  hard- 
er—even at  the  risk  of  their  fam- 
ily lives.  "My  son  is  six  weeks 
old,  and  I've  only  held  him  three 
times— that's  how  com 
mitted  I  am 
to  doing  what 
it  takes,"  one 
former  man- 
ager remem 
bers  him  say- 
ing. Kocher 
says  he  would 
never  say  such 
a  thing,  then 
adds,  with  a 
laugh:  "But  it's 
true." 

CATALYST.  For 

most    of  Dell's 
10-year  history, 
Kocher's  brand  of 
supersalesmanship 
kept  the  Austin- 
based  upstart  on  a 
superfast  growth 
path-from  $100 
million  to  nearly  $3 


KOCHER: 
"EITHER  WE 
HAVE  15% 
MARKET  SHARE 
BY  THE  END  OF 
THE  DECADE... 
OR  WE  DIE" 


billion  since  Kocher  arrived  in  1987.  At 
first,  it  was  easy  to  grab  market  share 
from  flabby  giants  such  as  Compaq  and 
IBM,  which  had  enormous  overhead— in- 
cluding sprawling  research  labs— and  re- 
lied on  dealers  to  sell  their  wares.  But 
starting  in  1992,  the  big  guys  shed  their 
flab  and  dropped  their  prices.  "We  saw 
this  guy  Michael  Dell  and  went  to  school 
on  his  model,"  says  Ross  Cooley,  Com- 
paq's senior  vice-president  for  North 
America. 

So,  even  though  Kocher's  troops  ral- 
lied to  meet  the  IBM  and  Compaq  chal- 
lenge, Dell  still  has  battles  to  fight.  Now, 
Kocher  says,  the  company  must  break 
into  new  distribution  channels  and 
broaden  its  product  line  with  success- 
ful portables  to  survive  the  coming  con- 
solidation in  the  PC  industry.  "It's  brutal- 
ly simple,"  says  Kocher,  who  is  president 
of  worldwide  sales,  marketing,  and  ser- 
vice. "Either  we  have  15%  mar- 
ket share  by  the  end  of  the 
decade  and  thrive,  or  we  have 
less  than  15%  and  die."  Dell  has 
only  3.2%  of 


the  world  market  now,  accordij 
Dataquest  Inc.,  and  Kocher  figure 
doesn't  expand  dramatically,  the  c; 
ny  will  be  lost  in  the  crowd  of  si 
tier  players. 

In  short,  it's  time  for  Dell  to 
up— and  plot  strategies  to  delivei) 
revenue  growth  and  consistent 
ability.  "We  realize  we  need  to  gd 
hypergrowth  to  hyperprofits  befq 
can  step  on  the  gas  again,"  says 
year-old  Kocher.  "We're  like  a  te^ 
adjusting  to  new  responsibilitie 
like  going  through  puberty." 

Job  One  is  staying  profitable.!! 
posting  a  $76  million  loss  in  its  | 
quarter,  ended  last  July,  Dell  rel 
to  profitability  during  the  thiii 
fourth  quarters.  But  on  Mar.  3,  thl 
pany  was  expected  to  report  hi 
full-year  loss  as  a  public  company! 
lysts  estimated  that  the  loss  wcl 
from  $38  million  to  $53  million  J 
billion  in  sales— just  shy  of  the  $3| 
Dell  had  once  projected.  Part  of  t| 
is  related  to  last  year's  botched  el 
crack  the  notebook-PC  businesl 
company  wrote  down  $20  million! 
off  its  old  laptops  and  abort  a  n 
that  didn't  look  competitive.  It  al 
$71  million  in  inventory  write-dov 
restructuring  costs.  As  of  Mar.  1 
shares  traded  at  24%,  up  from 
fall,  but  about  half  of  what  the 
when  Kocher  held  his  war  rally. 
ANOMALY.  This  year's  marching 
continue  to  patch  gaping  holesfi 
product  line  and  shore  up  the  ice 
systems  that  haven't  kept  up  witi 
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Hie  Client/Server  Edge 
for  EIS  and  Beyond 


>%%%%%%%%%%%%< 

The  SAS"  System  is  a  new  concept 
in  client/server  software.  It 
iclivers  mission-critical  data  to  the 
lesktops  of  every  decision  maker . . . 
md  then  lets  you  turn  data  into  mean- 
ngful  information.  Your  servers  not 
ally  dole  out  your  data  but  serve  up 
:ompute  resources  as  well.  Millions  of 
ecords  can  be  summarized,  and  just 
he  results  delivered  to  the  desktop. 


The  world's  leading  infor 
mation  delivery  system 
provides  easily  customized 
menus.  Decision  makers  at 
every  level  can  drill  down 
through  your  vast  informa- 
tion reservoir,  determine 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications 
for  analyzing  data  and  for 
generating  reports  are 
right  at  your  fingertips. 


1 
% 

% 

I 
I 
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Sales  Activities 

i 

r  '"i 

L__i 

The  SAS 


The  SAS  System's  exclusive 
MultiVendor  Architecture  means 
you  can  share  data  and  applications 
(or  parts  of  applications)  across 
all  your  hardware.  Applications  run 
where  it  makes  most  sense  to  run 
them . . .  allowing  you  to  maximize 
use  of  all  your  computing  resources 
while  protecting  your  existing 
applications  investment . 

Call  us  today  at  919-677-8200  for 
a  free  video,  plus  details  about  a  free 
software  evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


nterprise  Wide  Info 


SAS  is  a  regislered  trademark,  and  MultiVendor  Architecture  a  trademark,  of  SAS  Institute  Inc.  Copyright  ©  1993  bv  SAS  Institute  Inc 
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the  stress  increased,  all  but  a  handful  of 
top  executives  left  the  company,  either 
forced  out  or  just  exhausted  by  the  fran- 
tic pace.  Says  a  former  manager,  who 
says  he  pulled  all-nighters  at  least  once 
a  week:  "They  haven't  figured  out  we're 
in  a  post-yuppie  world.  You  have  young 
guys  in  positions  of  huge  responsibility, 
and  they  don't  have  any  compunction 
about  how  they  treat  human  beings." 

CEO  Michael  Dell,  now  29,  and  Kocher 
say  that  the  turnover  is  simply  a  conse- 
quence of  Dell's  hair-raising  growth. 
"There's  been  lots  of  forced  turn- 
over," says  Dell,  who  has  hired  vete- 
ran executives  from  Kraft  General 
Foods,  Apple  Computer,  and  Ernst 
&  Young  to  get  control  of  things. 
"It's  hard  for  people  to  grow  this 
fast,  and  some  have  a  hard  time  ac- 
cepting a  smaller  role." 

The  new  guard  could  signal  the 
end  of  the  old  shoot-from-the-hip 
Dell,  where  young  managers  had  lots 
of  latitude.  "My  five  years  at  Dell 
were  the  best  of  my  life,"  says  for- 
mer product-marketing  manager  Don 
McCord,  38,  who  recently  left  for 
IBM  subsidiary  Ambra  Computer 
Corp.  in  Raleigh,  N.  C.  "But  with 
new  layers  of  management  coming 
in,  it  will  never  be  the  same." 

Even  Kocher  admits  that  the  new 
Dell  isn't  as  much  fun.  A  hotshot 
at  Tandy  Corp.  who  opened  his  first 
Radio  Shack  at  age  24  and  quickly 
became  salesman  of  the  year  and 
regional  manager  of  115  stores, 
Kocher  came  into  his  own  at  Dell. 
"I'm  bare-boned  aggressive,  and  I 
like  to  pull  the  trigger,"  he  says. 
Famous  for  his  epic  speeches  on 
Dell's  place  in  corporate  history  and 
game-show-like  sales  meetings  com- 
plete with  Mazda  Miata  giveaways, 
Kocher  says  he  understands  the  dis- 
illusionment of  some  former  employ- 
ees. But  the  changes  are  vital,  he  in- 
sists: "Today,  one  creates  advantage 
through  execution.  The  margin  for 
error  is  smaller." 

CLOSER  LOOK.  So,  rather  than  rush 
new  models  to  market  as  quickly  as 
possible,  Dell  now  looks  for  profit- 
able niches,  such  as  outfitting  corporate 
sales  forces  with  notebooks.  It  hopes  to 
cut  costs  by  pushing  preconfigured  pack- 
ages rather  than  building  every  PC  to  or- 
der. It's  also  measuring  profit  and  loss 
for  each  product,  geography,  and  cus- 
tomer segment  and  even  has  salespeople 
focused  on  profits:  Commissions  are  now 
tied  to  gross  profit. 

Kocher's  workday  has  changed,  too. 
He  still  logs  16-hour  days,  but  he  has 
stopped  working  weekends.  He  spends 
less  time  plotting  grand  strategy  and 


more  on  execution.  Kocher  and  Chief 
Technical  Officer  Tom  Thomas  and  Oper- 
ations Vice-President  F.  Scott  Flaig  meet 
weekly  to  review  all  systems.  One  ac- 
complishment: The  time  it  takes  to  get 
each  day's  orders  into  the  manufacturing 
system  has  dropped  from  seven  hours  to 
two.  That  has  helped  pare  inventory 
turns  from  85  days  to  just  35. 

On  the  product  front,  Dell  has  jumped 
back  into  notebooks  with  a  model  built 
by  AST  Research  Inc.  It  may  follow  up 
with  subnotebooks  made  with  Sony 


DARINGLY  OR 
DANGEROUSLY  DIFFERENT? 


DELL'S  PRODUCT  LINE  IS  LESS  DIVERSE... 

TYPE  OF  MODELS  AS  PERCENT  OF  SALES 

■  DESKTOPS  □  NOTEBOOKS  □  SERVERS 
DELL  PC  INDUSTRY 


...SO  IS  ITS  DISTRIBUTION. 

DIRECT  SALES 


I  75% 


DEALERS 

0% 

I 


1 31% 


RETAIL 


1 10% 


■  16% 


SALES  BY  CHANNEL 

PERCENT  OF  1993  SALES 

■  DELL 

■  PC  INDUSTRY 


OTHER  RESELLERS 

1 15% 
1 17% 


...AND  IT  SPENDS  LESS  ON  R&D 


R&D  SPENDING  AS  PERCENT  OF  SALES 

CALENDAR  1993  SALES 


APPLE  COMPAQ 


AST 


IBM 

A  PERCENT 

DATA:  PRUDENTIAL  SECURITIES  INC..  MERRIN  INFORMATION  SYSTEMS  INC 


DELL 

EST. 


Corp.  this  summer.  The  company  has 
also  unveiled  a  new  line  of  higher-mar- 
gin PCs  called  servers,  used  for  corpo- 
rate networking. 

But  Dell  is  far  from  proclaiming  a 
turnaround.  Compaq  and  IBM  renewed 
themselves  by  getting  rid  of  excess  re- 
sources. Dell  never  had  bloated  over- 
head. And  it  never  had  a  lot  of  cash. 
That's  still  true,  and  as  the  company 
takes  on  a  more  complex  business  mod- 
el, it  could  be  a  problem.  Developing 
new  distribution  channels  and  keeping 


up  with  fast-changing  portable-corj 
technologies  will  take  money— mori 
ey  than  Dell's  business  now  gen(j 
The  company's  investment  in  re* 
and  development  is  one  of  the  I 
in  the  PC  industry.  And  the  new! 
book  line  won't  help  fatten  profits!] 
since  Dell  has  to  split  the  markun 
AST,  its  manufacturer.  Similarh 
will  have  to  share  profits  with  dea 
it  expands  beyond  phone  sales. 
ALBATROSS.  Another  possible 
Near-term  profits  are  earmarked 
down  $225  million  in  high-ii 
debt,  acquired  to  stave  off 
crunch  last  summer.  Rivals 
IBM  and  Compaq  have  little  d( 
vice  expense.  "Dell  must  ge 
higher  margins  to  pay  for  thei 
er  cost  structure,  and  it  is  no 
to  let  them  be  the  aggressive 
ny  they  once  were,"  says 
CEO  Eckhard  Pfeiffer. 

While  analysts  say  Dell  is 
right  track,  it  has  yet  to  cc 
with  answers  to  some  thorn; 
lems.  Take  its  efforts  to  rec 
dealers  and  other  retailers,  v 
75%  of  all  PCs.  Dell  moved  int 
chains,  such  as  CompUSA  anc 
Club,  but  sales  have  "slowe 
snail's  pace  in  recent  months 
David  Goldstein  of  Channel  I 
ing  Corp.,  a  consulting  firm  in 
Concedes  ceo  Dell:  "We  are 
pleased  as  we  would  like  to  1 
Efforts  to  woo  PC  dealers  { 
tributors  have  been  even  k 
cessful.  Long  lambasted  by 
worthless  middlemen,  none  w 
be  first  to  make  peace  with  t 
pany.  "It's  an  act  of  disloy 
Compaq  and  IBM  to  take  oi 
says  the  CEO  of  one  large 
"Michael's  going  to  have  to  g< 
or  four  of  us  to  go  at  once." 

Still,  there  are  signs  thatj 
maturing.  The  company  has 
poking  fun  at  competitors 
And  it's  investing  in  int  en  1 
terns  to  make  sure  costs  donB 
out  of  control  again.  "Don't  em 
against  Michael  Dell,"  wsm 
Glenn  Henry,  who  was  theft 
ny's  longtime  technology  chiefB 
leaving  in  January  to  become  thtt 
tor  of  the  PC  division  at  MIPS  TT 
gies  Inc.  "I  don't  think  there's 
other  than  Bill  Gates  who  undcs 
this  business  any  better  than  hd 
As  for  Kocher,  he's  raring  tell 
Dell's  next  growth  phase.  "Wef 
written  the  final  chapter  yet,' 
Maybe.  But  if  he  doesn't  prove  ;|j 
at  making  profits  as  he  is  at  I 
sales,  it  may  not  make  fun  readjj 
By  Peter  Burrows  in  Aus\ 
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Workers'  Compensation. 


Reward  yourself  with  Lufthansa's  Business  Class.  Imagine  a  place  where  hard  work  is  rewarded 


by  hours  of  indulgence.  Where  award-winning 
cuisine  fills  your  plate  and  CD  quality  sound  fills 
your  ears.  Where  your  eyes  feast  on  your  own 
personal  video  monitor  with  a  wide  selection  of 
programs.  Where  extra  wide  seats,  swivel  tables, 
integral  footrests  and  enhanced  recline  provide 
a  unique  feeling  of  freedom  and  movement. 
With  the  introduction  of  the  world's  most 
advanced  aircraft,  the  A340,  and  the  redesign  of 
our  747s,  Lufthansa  is  setting  new  standards  for 
Business  and  First  Class  comfort.  All  this  in 
addition  to  the  premium  European  service  we 
continue  to  offer  on  every  one  of  our  flights.  And 
surprisingly,  all  without  a  premium  price.  So  since 
you  work  hard,  fly  the  airline  that  assures  you 
the  compensation  you  deserve. 

R)  Lufthansa 


:or  reservations  call  1-800-645-3880  or  see  your  Travel  Agent.  Now  you  can  take  advantage  of  our  own  frequent  flyer  program, 
.ufthansa  Miles  &  More. "  Lufthansa  continues  to  participate  in  the  mileage  programs  of  United,  Delta  and  US  Air 


overnment 


THE  WHITE  HOUSE  I 


CAN  'MACK  THE  NICE' 
CUT  IT  IN  THE  CAPITA!? 


The  Chief  of  Staff  is  good  at  wooing  outsiders,  but  has  yet  to  impose  managerial  order 


■  t's  early  one  February  morning,  and 
I  two  men  sitting  in  the  White  House 
I  mess  are  engaged  in  animated  con- 
versation. Oilman  Boone  Pickens,  chair- 
man of  Mesa  Inc.,  munches  his  bran 
muffin  and  gets  right  to  the  point:  He 
fears  that  the  White  House,  in  its  zeal 
for  a  cleaner  environment,  will  lavish 
all  its  attention  on  promoting  electric 
cars.  Couldn't  cars  fueled  by  natural  gas 
get  an  equal  push? 

White  House  Chief  of  Staff  Thomas  F. 
"Mack"  McLarty  III  picks  at  his  fruit 
plate  and  promises  to  give  the  idea  some 
thought.  It  barely  matters  to  the  ex- 
chairman  of  Arkla  Inc.,  a  giant  gas  dis- 
tributor, that  Pickens  is  a  Republican. 
McLarty  likes  nothing  better  than  lend- 
ing an  ear  to  a  corporate  chieftain  un- 
accustomed to  dealing  with  a  Democratic 
Administration.  "No  big  deal,"  he  later 
shrugs.  "Boone  likes  gas.  I  like  gas.  This 
Administration  likes  gas."  That  satisfies 
Pickens:  "Mack  is  a  straight-up  guy." 

Thanks  to  McLarty,  you  can  hardly 
visit  the  White  House  these  days  with- 
out tripping  over  a  CEO.  And  no  doubt 
about  it,  Corporate  America  loves  the 
open-door  policy.  "I  have  no  idea  what 
McLarty  does  with  the  information  I 
give  him,  but  he's  always  willing  to  lis- 
ten," says  American  Telephone  &  Tele- 
graph Co.  Chairman  Robert  E.  Allen. 
Compared  with  previous  staff  chiefs, 
"Mack  is  very  open,"  notes  Wayne  Valis, 
executive  director  of  the  Trade  Associa- 
tion Liaison  Council.  "I  was  once  at  a 
meeting  where  John  Sununu  screamed 
at  business  leaders  and  told  one  he'd 
cut  his  [expletive  deleted]  off  with  a 
chain  saw."  And  that,  grins  Valis,  was 
Sununu  on  his  best  behavior. 
"IMPOSSIBLE  JOB."  No  one  would  accuse 
McLarty  of  being  domineering.  Unlike 
Sununu,  who  knocked  heads  for  George 
Bush,  McLarty  is  well-liked.  What  he 
isn't— not  yet,  at  least— is  feared  or  con- 
sidered a  star  political  strategist. 

The  Chief  of  Staff's  job  is  never  easy. 
But  McLarty's  soft-shoe  style  and  Clin- 
ton's desire  to  be  at  the  center  of  deci- 
sions have  made  it  that  much  tougher. 


So  has  another  Clinton  invention:  the 
casting  of  Hillary  Rodham  Clinton  and 
Vice-President  Al  Gore  in  policy  roles. 
Sighs  one  White  House  adviser:  "Bill 
Clinton  doesn't  want  a  real  chief  of  staff. 
Mack  has  the  impossible  job  of  trying  to 
establish  a  structure  for  someone  who 
has  absolutely  no  sense  of  discipline." 
The  result,  says  a  top  aide  to  several 


Unlike  most  staff  chiefs,  "Mcl 
not  really  a  political  operator,"  i 
Bert  Roekman  of  the  University  o 
burgh.  "The  closest  resemblance 
[Bush  lieutenant  Samuel  K.]  Si 
who  turned  out  to  be  a  total  duq 

That  view  seems  a  bit  hai 
doesn't  give  McLarty  credit  for  i 
ing  an  inexperienced  team.  Mcl 


cop  Presidents,  is  that  "McLarty  nas 
become  a  ceremonial  chief  of  stall." 

"Mack  is  not  into  power,"  counters 
White  House  Counselor  David  R.  Ger- 
gen.  "He's  convinced  that  his  most  im- 
portant responsibility  is  finding  good 
people  to  put  in  charge  of  things,  not 
making  decisions  himself."  Adds  Gore: 
"The  President  trusts  Mack  totally.  He's 
an  extraordinarily  capable  manager." 


critics  also  blame  him— perhapsj 
istically— for  not  doing  more  tol 
the  President's  Clintocentric  rli 
ment  style.  To  please  Clinton, 
come  more  of  a  personal  counseB 
a  traditional  chief  of  staff,"  say* 
P.  Pfiffner,  a  professor  at  Georgi 
University.  "The  danger  of  this 
no  one  runs  the  staff." 

Indeed,  the  White  House  still 
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ictahly.  For  every  deft  maneu- 
ich  as  the  seamless  removal  of 
e  Secretary  Les  Aspin,  there  are 
1  near-disasters,  such  as  the 
e  nomination  of  replacement  Bob- 
Inman  or  the  inept  handling  of 
litewater  scandal. 
kCH  worker.  These  alternating 
if  competence  and  confusion  sow 
about  McLarty.  Can  a  man  who 
lown  Clinton  since  the  pair 
ed  finger  paint  in  Miss  Mary's 
r  school  tell  his  friend  to  come 
i  Whitewater?  The  evidence  isn't 
iging.  "Mack  wanted  to  deal  with 
;ss  sooner,"  says  one  source, 
that  McLarty  couldn't  overcome 
s  resistance  to  disclosing  her  role 
and  venture. 

irty  agonized  over  calls  for  a  spe- 
nsel:  "If  you  acquiesce,  you  have 
yourself,  'What  am  I  doing  to 
;sident?'"  Says  the  former  GOP 
louse  official:  "Being  First  Friend 
ipatible  with  being  a  good  chief 


tions:  He  won  some  votes  during  last 
year's  fights  over  the  budget  and  the 
North  American  Free  Trade  Agreement. 

Swell,  say  Washington  insiders.  But 
who's  minding  the  store  while  McLarty 
schmoozes?  "Mack's  forever  visitin'  with 
folks,"  gripes  an  aide.  "What  he  isn't 
doing  is  making  decisions."  Concedes 
McLarty:  "I  do  a  little  bit  more  out- 
reach than  other  chiefs  of  staff." 

McLarty  sees  himself  as  head  of  an 
entity  called  the  "Office  of  the  Presi- 
dent." McLarty  Enterprises  is  a  node  of 
order  amid  Clintonesque  chaos,  because 
McLarty  is  a  clockwork  executive.  At 
dawn,  his  desk  is  covered  with  piles  of 
papers  that  he  will  work  through  as  the 
day  unfolds.  He  sets  timetables,  reads 
progress  reports,  and  assigns  teams  to 
head  big  projects. 

Rising  at  5  a.m.,  McLarty  scans  the 
newspapers,  then  slides  into  the  driv- 
er's seat  of  his  Ford  Crown  Victoria— a 
reminder  that  the  family  fortune  derives 
from  his  father's  Ford  dealerships.  In 
15  minutes,  he  is  at  the  White  House. 


McLARTY  ENTERPRISES: 
A  BALANCE  SHEET 


tIEND": 
AY 

MAYBE 
U  TO  BE 


ACCESS  Only  Hillary  is 
closer  to  Bill  Clinton 

BUSINESS  BACKGROUND 

The  former  chairman  of 
Arkla  Inc.  is  trying  to  im- 
pose structure  on  Clinton's 
chaos  and  serves  as 
CEOs'  pipeline  into  the 
Oval  Office 


HILL-CLIMBER  Strong  links 
to  powerful  Sunbelt  conser- 
vatives in  Congress  helped 
win  key  votes  for  NAFTA 
and  last  year's  budget 


POWER  COUPLE  Wife 
Donna  Kay  plies  the 
Washington  social  circuit, 
winning  many  friends 


STAFF  WOES  His  inexperi- 
enced staffers  are  tagged 
"the  Dwarfs,"  and  person- 
nel and  legal  offices  are 
disasters 

ARKIE  VISION  McLarty  is 
somewhat  parochial,  sus- 
ceptible to  cronyism,  and 
loyal  to  a  fault 


OVEREAGER  DEALMAKER 

Loves  to  swap  bridges  for 
votes,  but  lawmakers  take 
advantage  of  his 
compromising  nature 


BUSINESS  BACKGROUND 

His  consensus  management 
style  is  ill-suited  for  rapid-fire 
White  House  environment 


I  rty  seems  more  comfortable  as  a 
I  alesman  for  Clinton.  Soon  after 
I  ens  breakfast,  he  invited  Ralph 
I  ver  for  a  chat.  McLarty  regu- 
iches  base  with  Jesse  Jackson, 
p  Executive  Director  Benjamin 
I  ind  antipoverty  advocates.  Many 
I  efs  assign  lobbying  and  liaison 
|  to  subordinates.  But  at  least 
I '  can  show  results  for  his  exer- 


DATA:  BUSINESSWEEK 


McLarty's  first  stop  is  the  Oval  Office, 
where  Clinton  is  usually  studying  a 
briefing  book  that  choreographs  each 
step  of  his  day,  down  to  nicknames  of 
people  he  will  meet.  From  there,  McLar- 
ty presides  at  his  8  a.m.  senior  staff 
meeting,  then  convenes  a  smaller  group 
of  14  senior  assistants,  including  Ger- 
gen,  National  Economic  Council  chief 
Robert  E.  Rubin,  Budget  Director  Leon 


E.  Panetta,  and  adviser  George  R. 
Stephanopoulos.  The  group,  known  as 
the  management  committee,  discusses 
legislative  strategy. 

Midmorning,  McLarty  attends  a  na- 
tional security  briefing  and  holds  meet- 
ings with  the  scheduling  and  press 
staffs.  And  he  juggles  memos  from  Clin- 
ton, many  drafted  during  the  two-hour 
slugs  of  free  time  McLarty  pencils  into 
the  President's  schedule.  For  example: 

Clinton  has  seen  a  new  poll  showing 
that  Texas  Governor  Ann  W.  Richards,  a 
big  supporter,  is  only  six  points  ahead  of 
GOP  rival  George  W.  Bush.  What's  up? 
McLarty  makes  a  mental  note  to  check 
with  his  political  people. 

Then  there's  a  query  asking  if  the 
government  has  been  too  slow  to  help 
hurricane  victims  in  Florida.  "Mack,  put 
somebody  on  this,"  Clinton  writes.  "We 
need  to  be  in  good  standing  with  the 
people  in  Florida  on  this  disaster." 

Panetta  has  mentioned  reports  that 
Air  Force  One  delayed  Newark  air  traf- 
fic during  a  recent  trip  to  New  Jersey. 
Shades  of  "Hairgate."  Clinton  demands 
to  know  what  happened. 
THE  PRAYER.  Meanwhile,  McLarty  is 
bouncing  between  his  own  meetings  and 
those  on  the  ever-changing  schedule  of 
his  boss.  McLarty  discovers  that  Clinton 
plans  to  make  unscheduled  phone  calls 
to  South  African  leader  Nelson  Mandela 
and  to  Turkish  Premier  Tansu  Ciller.  To 
compensate,  he  trims  the  President's 
regular  get-together  with  Rubin  from 
15  minutes  to  5. 

Later,  McLarty  pops  into  a  meeting 
on  the  '96  Democratic  Convention.  And 
he  drops  by  a  lunch  Clinton  is  hosting  to 
court  several  CEOs:  American  Airlines 
CEO  Robert  Crandall,  Anheuser-Busch 
Chairman  August  Busch  III,  Archer 
Daniels  Midland  CEO  Dwayne  Andreas, 
General  Motors  CEO  John  Smith  Jr.,  TRW 
Chairman  Joseph  Gorman,  and  Travelers 
Chairman  Sanford  Weill. 

As  the  day  winds  on,  McLarty  will 
return  dozens  of  calls,  meet  with  three 
reporters,  and  attend  a  long-range 
scheduling  meeting.  At  6  p.m.,  McLarty 
briefly  reviews  the  day  with  Clinton. 
Then  he  heads  home  for  a  small  dinner 
party  hosted  by  his  wife.  Donna  Kay. 

McLarty  delegates  enormous  authori- 
ty to  deputies  Harold  Ickes  and  Philip 
Lader.  A  fiery  liberal,  Ickes  is  a  New 
York  lawyer  who  came  aboard  in  Jan- 
uary. He  serves  as  McLarty's  vice-pres- 
ident for  political  affairs,  plotting  strat- 
egy for  the  '94  elections.  A  favorite  of 
the  First  Lady,  Ickes  also  has  to  muster 
support  for  the  Administration's  health 
plan.  "The  prayer,"  says  one  Clintonite, 
"is  that  Hillary  will— finally— listen  to 
Harold."  Lader,  a  South  Carolina  devel- 
oper and  co-founder  of  the  Renaissance 
Weekends,  is  more  attuned  to  manage- 
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ment.  He  calls  himself  McLarty's  "chief 
operating  officer"  and  oversees  paper- 
work, personnel,  and  Clinton's  maze  of 
White  House  policy  councils. 

McLarty's  delegating  doesn't  end 
there.  He  lets  Stephanopoulos  camp  out 
in  the  Oval  Office  all  day.  Nor  is  he 
threatened  when  the  Clintons  seek  ad- 
vice from  political  consultants  James  C. 
Carville  and  Paul  E.  Begala.  McLarty 
does,  however,  spend  lots  of  time  keep- 
ing tabs  on  the  First  Lady  and  the  Vice- 
President.  "We've  got  a  tripartite  Pres- 
idency," groans  a  top  Clintonite.  "That's 
an  enormous  management  problem  for 
Mack."  McLarty's  tactful  response:  "I'd 
say  [it's]  a  great  privilege  and  opportu- 
nity. Since  the  Vice-President's  and  First 
Lady's  staffs  are  an  integral  part  of  the 
White  House,  it  works." 
LAND  MINES.  But  does  it?  Case  in  point: 
Hillarycare.  Most  Clinton  advisers  con- 
sidered the  First  Lady's  health-care  plan 
too  costly  and  burdensome.  But  neither 
McLarty  nor  other  moderates  made  a 
frontal  charge.  Basically,  the  plan  was 
punted  over  to  Congress  to  fix. 

McLarty's  move  to  "empower"  the 
Vice-President  also  is  open  to  question. 
In  his  role  as  the  Anti-Quayle.  Gore  is  a 
key  player  on  government  reform,  tech- 


nology policy,  the  environment,  and  for- 
eign affairs.  Critics  doubt  whether  he 
can  perform  all  of  these  chores  well. 

McLarty.  who  prides  himself  on  his 
management  skills,  won  kudos  for  shak- 
ing up  the  political  shop  and  improving 
media  relations.  But  problems  remain. 
The  Counsel's  office,  headed  by  Hillary 
chum  Bernard  W.  Nussbaum.  seems  un- 


" We've  got  a  tripartite 
Presidency.  That's  an 
enormous  management 
problem  for  Mack." 


able  to  detect  land  mines  buried  in  the 
resumes  of  nominees.  Veteran  pols  say 
the  former  corporate  attorney  has  a  po- 
litical tin  ear.  Nussbaum  also  is  up  to  his 
legal  briefs  in  Whitewater.  U.  S.  Park 
Police  probers  feel  he  tried  to  obstruct 
their  inquiry  into  the  suicide  of  Deputy 
Counsel  Vincent  Foster  Jr.  "The  mess  in 
the  counsel's  office  is  Clinton's  most  se- 
rious staffing  lapse,"  says  Stephen  J. 
Wavne.  a  Georgetown  University  pro- 


fessor. "Because  of  Nussbaum's  I 
ness  to  Hillary,  McLarty  isn't  fixiij 

Another  trouble  spot  is  the  pena 
office,  which  has  been  slow  in  ma 
appointments  and  suffered  througl 
Zoe  Baird  and  Lani  Guinier  fia:l 
Lader  is  on  the  case. 

"Mack  is  on  a  learning  curve,"  a| 
Gergen.  But  one  Clinton  adviseri 
McLarty's  crew  is  too  easily  jj 
whelmed.  "With  the  exception  of  (J 
and  a  few  others,  the  staff  resel 
Snow  White  and  the  Seven  Dwarl 
adds.  "They're  smart  dwarf^j 
McLarty  has  not  seen  to  it  that! 
ton  gets  more  grown-ups  around  |i 

Of  course.  McLarty  wouldn't  la 
first  slow-talking  Southerner  to  b| 
judged  by  Washington.  For  every  1 
ton  Jordan,  there  has  been  a  Jim  | 
Indeed,  the  staff  chief  s  fans  insisj 
those  who  count  him  out  are  mai 
mistake.  "Mack  is  like  Clinton,"  sa'i 
mer  Shreveport  I  La.)  editor  1 
Keller,  "he's  a  country  boy  who  oul 
the  city  slickers."  While  that  may! 
true,  the  man  called  "Mack  the'W 
has  a  ways  to  go  before  the  cogn< I 
are  convinced  the  saying  applies  ti 

By  Lee  Walczak  in  Washingtmm 
bureau  reports 


UP 

42.48% 

Total  Return 
12/31/91-12/31/93 


18.59% 

1  year 

19.33% 

since  12/31/91 

Average  Annual  Total 
Returns  Ended  12/31/93 

Dreyfus  Growth  and  Income  has  »f 
than  doubled  the  performance  of  the  S&P  5^6 
the  period  since  its  inception  (12/3&J 

This  Fund  is  now  concentrating  on  dividend-producing  St 
and  convertible  securities.  In  addition,  with  the  Fund's  flexfil 
the  managers  may  shift  small  or  large  parts  of  the  portfolio  into  x 
or  money  market  securities,  if  immediate  prospects  for  the  market  c». 
•  No  sales  load  •  Low  $2,500  minimum  investment  •  $750  ft  IK 
For  a  Prospectus  with  complete  information  on  management  fees  and  expenses,  call  our  toll-free  rUT 
below.  Please  read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results,  nl 
the  Fund,  which  can  invest  in  both  debt  and  equity  securities,  the  Standard  &  Poor's  500  Composite  Stocfti 
Index  is  a  widely  accepted  unmanaged  index  of  stock  market  performance  and  is  composed  of  only  equity  selfc 


Transfer 


~  YourlRJV!  ^ 

^       Call  for  ^ 
Details  ^ 


Dreyfus  Growth  and  Income  Fund,  Inc. 


1-800-DREYFUS 

(1-800-373-9387) 

Ask  for  Extension  4307 


Flan  provider! 


N'et  asset  value  and  investment  return  of  the  Fund  fluctuate  so  that  upon  redemption  you  may  receive  more  or  less  than  original  investment. 
'The  Drevfus  Trust  Company,  as  Custodian,  is  waiving  its  Dreyfus  IRA  annual  maintenance  fee  tor  investments  m  the  Drey t us  Growth  and  Incor  F 

There  are  no  minimum  balance  or  special  transaction  requirements.  If  this  waiver  is  terminated,  Drevfus  IRA  investors  will  receive  notice. 
"Source:  Lipper  Analytical  Services,  Inc.;  total  returns  for  the  S&P  500,  12,31  91-12  31  93  and  12/31  '92-12/31/93:  18.43%  and  10.06%,  respeM 

Dreyfus  Service  Corporation,  Distributor.  1- 


86  BUSINESS  WEEK/MARCH  U,  1994 


Advertising  Works 
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"I  don't  know  who  you  are. 
I  don  't  know  your  company. 
I  don't  know  your  company's  product. 
I  don't  know  what  your  company  stands  for. 
I  don't  know  your  company's  customers. 
I  don't  know  your  company's  record. 
I  don't  know  your  company's  reputation. 
Now-what  was  it  you  wanted  to  sell  me?" 


MORAL:  Sales  start  before  your  salesperson  calls-with  business  publication  advertising. 

McGRAW-HILL  MAGAZINES 

BUSINESS«PR0FESSIONAL«TECHNICAL 


| his  famous  McGraw-Hill  "Man  in  the  Chair"  ad  first  ran  more  than  30  years  ago.  Today,  its 
insight  is  every  bit  as  pertinent:  advertising  works.  Advertising  not  only  forges  your  company's 
image  and  heightens  product  awareness,  it  opens  doors  for  the  sales  calls  that  build  your  business. 

In  the  global  90's,  advertising  is  even  more  important  to  create  worldwide  awareness  of  your 
:ompany  and  products. 

N!ow,  McGraw-Hill's  unique  business  publications  deliver  the  dynamic  worldwide  marketplace — 
before,  during  and  after  your  sales  calls — with  unparalleled  impact. 


Wiation  Week  Group:  Aviation  Week  &  Space  Technology,  A/C  Flyer,  Business  &  Commercial  Aviation,  World  Aviation  Directory, 
lusiness  Week  Group:  Business  Week,  Business  Week  International,  Business  Week  China,  Business  Week  Poland,  Business  Week  (Russian  tanguage) 
-omputers  &  Communications  Information  Group:  Byte,  Data  Communications,  Data  Communications  International,  Data  Communications  Buyer's 
3uide,  LAN  Times,  UNIX  World 

.onstruction  Information  Group:  Architectural  Record,  Engineering  News  Record,  Construction  News  Publishing  Network,  Sweet's  Catalog  File.  i  li  [*U 

Healthcare  Publications:  The  Physician  and  Sportsmedicine,  Postgraduate  Medicine,  Your  Patient  and  Fitness  J T^f 

icience  &  Technology  Group:  Chemical  Engineering,  Chemical  Engineering  Buyers  Guide,  Electrical  World,  Electrical  Power  International,  kg  ■  It  |  md 

Aodern  Plastics,  Modern  Plastics  International,  Modern  Plastics  Encyclopedia  &  Buyers'  Guide,  Power.  ■■1MB 
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StarLight, 
Star  Bright 

This  is  the  first  star  you'll  see. 


From  the  U.S.  Environmental 
Protection  Agency's  Energy 
Star  Program.  Look  for  it  on 
personal  computers,  monitors, 
and  printers— the  first  of 
many  energy-efficient  prod- 
ucts designed  by  leading  man- 
ufacturers in  partnership  with 
EPA.  The  Energy  Star™  logo 
identifies  products  that  maxi- 
mize energy  efficiency  and 
reduce  air  pollution  associated 
with  power  generation.  And, 
you'll  get  your  wish —electric 
bills  cut  down  to  earth.  To 
learn  more  about  Energy  Star 
call  202  233-9230  or  write 
Energy  Star,  US.  EPA, 
401  M  Street,  SW  (6202 J), 
Washington,  DC  20460. 


EPA     POLLUTION  PREVENTER 


tBBSKHHE 


apability:  executive  programs 

SOUTHER 

 STRENGT 


te  speakers  include: 
Carroll  Campbell 
ior,  State  of  South  Carolina 

James  Folsom 
tor.  State  of  Alabama 

Zell  Miller 
ior,  State  of  Georgia 
1AM  D.  Ruckelshaus 
nan  and  CEO,  Browning-Ferris 
nes;  former  U.S.  EPA  Administrator 

'ted  in  association  with: 

"er  for  Leadership 
Career  Studies  of 
ry  University 

:edes-Benz  of 
r h  America,  Inc. 

ie  BellSouth  Classic 


The  Business  Week  Corporate  Forum  of  the  South 

The  South:  Seizing  and  Holding  National  Economic  Leadership 
Date:  May  5-7,  1994 

Place:  The  Ritz-Carlton  Buckhead,  Atlanta,  Georgia 


■ ,  ,  .-  1 1 1  »  j  — — - 

ECUTIVE 
OGRAMS 


1994  McGraw-Hill.  Inc. 


The  South  is  surging. 
America's  new  economic  leader  is 
booming  from  the  Outer  Banks  to 
the  Mexican  Border. 

To  help  southern  leaders  plan 
for  prosperity,  Business  Week  and 
DRI/McGraw-Hill  are  pleased 
to  present  The  1994  Corporate 
Forum  of  the  South. 

For  southern  leaders  of  business  and 
government,  this  Forum  is  an  ideal 

DRI/McGraw-Hill 


opportunity  to  meet,  share  strategies, 
and  develop  relationships  with  other 
leaders  from  across  the  south. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 
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INFERTILITY:  WHAT 
YOU  SHOULD  KNOW 


Cloned  human  embryos. 
Sixty-year-old  women 
trying  to  become  preg- 
nant. Eggs  harvested  from 
aborted  fetuses.  In  recent 
months,  sensational,  high-tech 
reproductive  technologies 
have  triggered  an  emotional 
ethical  debate.  Unfortunately, 
the  wild  notions  that  linger 
long  after  such  headlines  fade 
can  make  life  for  couples 
grappling  with  infertility  even 
more  painful,  frustrating,  and 
shame-filled.  "The  image  we 
have  to  battle  is  that  infer- 
tile people  are  rich,  white, 
whiny  yuppies  who  forgot  to 
have  babies"  and  will  go  to 
any  lengths  to  do  so  now, 
says  Cecile  Lampton,  presi- 
dent of  the  Northern  Califor- 
nia chapter  of  Resolve,  a  sup- 
port and  advocacy  group  for 
the  infertile. 

The  numbers  belie  that: 
Roughly  5  million  Americans 
of  varying  socioeconomic  pro- 
files suffer  from  infertility, 
meaning  they  have  been 
unable  to  conceive  a  child  after 
a  year  of  unprotected,  regular 
intercourse.  Of  that 
group,  "50%  to  70%  of 
couples  can  get  pregnant 
by  standard  approaches" 
that  stop  well  short  of  ex- 
otic, invasive  procedures, 
says  Dr.  David  Adamson, 
a  Palo  Alto  (Calif.)  infer- 
tility specialist. 
CLEAN  HOUSE.  Even  when 
two  completely  healthy 
people  have  intercourse 
at  exactly  the  right  time, 
explains  Dr.  Cappy  Roth- 
man,  a  male-infertility 
specialist  in  Los  Angeles, 
there's  only  a  20%  to 
30%  chance  of  conceiv- 
ing. That's  why  physi- 
cians like  to  give  nature 
a  year  to  work  unassist- 
ed. Couples  may  increase 
the  odds  by  using  over- 
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the-counter  ovulation  predic- 
tor tests  and  limiting  or 
avoiding  entirely  their  use  of 
alcohol,  cigarettes,  medica- 
tions, and  drugs. 

When  a  year  is  up,  it's  im- 
portant for  both  partners  to 
be  fully  evaluated.  Once  con- 
sidered a  woman's  problem, 
fertility  trouble  is  now  known 
to  be  caused  40%  or  more  of 
the  time  by  "male  factors," 
primarily  problems  with 
sperm,  such  as  count  or  motil- 
ity (movement).  The  primary 
female  factors  include  ovula- 
tion problems  (about  20%),  tu- 
bal blockage  (30%),  and  cervi- 
cal chemistry  that  is  hostile 
to  sperm,  even  producing 
antibodies  to  them  (5%).  Age 
alone  can  be  a  negative: 
Women  over  35  have  increas- 
ing trouble  conceiving  and  in 
carrying  a  baby  to  term.  Mul- 
tiple factors  are  common:  a 
woman  who  ovulates  infre- 
quently, for  example,  paired 
with  a  man  with  low  sperm 
counts.  In  a  minority  of  cases, 
no  causes  are  found. 

Since    every    couple  is 


unique,  treatment  plans 
vary  widely.  If  a  woman 
ovulates  irregularly,  the 
first  step  is  likely  to  be 
treating  her  with  drugs  to 
try  to  correct  that.  Or  she 
might  undergo  laparoscopic 
surgery  to  repair  tubal  dam- 
age or  remove  scar 
tissue  from  endo- 
metriosis. Doc- 
tors may  also 
try  to  improve 
the  chances  for 
fertilization  by 
inseminating  a 
woman  with  her 
own  partner's 
sperm  after  "wash- 
ing" them— that  is,  separ- 
ating the  active  sperm  from 
the  semen  fluid. 
CHILL  OUT.  Specialists  explain 
that  treating  male  factors  is 
more  problematic.  Drugs  don't 
seem  to  work  well,  and  other 
procedures,  such  as  surgically 
correcting  varicoceles,  or  var- 
icose veins  in  the  testicles, 
are  at  least  mildly  controver- 
sial. These  swollen,  twisted 
veins  cause  improper  drain- 


TERMS  AND  PROCEDURES 


INSEMINATION  Insertion  of  semen  into  a  woman's  vagina  for  purposes  of 
conception.  Cost:  $800-$3,000  per  cycle. 

VARICOCELE  Varicose  vein  of  the  testicles.  A  varicocele,  which  can  be  treated 
with  a  simple  outpatient  procedure,  is  believed  to  raise  the  temperature  in 
the  testicle  and  affect  sperm  production.  Procedure  cost:  $2,000  to  $5,000. 

IN  VITRO  FERTILIZATION  (IVF)  A  woman's  egg  is  removed  from  a  ripe  follicle, 
fertilized  in  a  laboratory,  allowed  to  divide,  and  reinserted  into  the  woman's 
uterus.  Cost:  $6,000-$  1 4,000  per  treatment. 

GAMETE  AND  ZYGOTE  INTRAFALLOPIAN  TRANSFER  (GIFT  AND  ZIFT)  In  GIFT,  an 
egg  is  removed  and  immediately  mixed  with  washed  sperm,  then  reinserted 
in  the  woman's  fallopian  tube  in  hopes  that  fertilization  will  occur.  In  ZIFT,  a 
fertilized  embryo  is  returned  to  the  tube.  Cost:  IVF  plus  $1 ,000. 

INTRACYTOPLASMIC  SPERM  INJECTION  Experimental  technique  in  which  a 
single  sperm  is  inserted  into  an  egg,  then  the  resulting  embryo  is  reinserted 
into  the  woman's  uterus  or  tubes.  Cost:  IVF  plus  $1 ,000. 

DATA:  AMERICAN  FERTILITY  SOCIETY,  SERONO  SYMPOSIA,  BUSINESS  WEEK 
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ny  men  with  varico- 
;  perfectly  fertile,  says 
>n.  "I've  seen  people 
lot  of  time  treating 
:tors  unsuccessfully." 
dark.  Unfortunately, 
y  patients  must  nego- 
lumber  of  professional 
over  the  effectiveness 
in  procedures.  That's 
infertility  research  is 
by  a  basic  problem: 
icult  to  do  rigorous 
)f  people  who  believe 
I't  have  much  time  to 
who  may  be  under- 
variety  of  treatments 
teously.  To  properly 
iricoceles,  for  exam- 
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treating  a  large  num- 
>en  with  the  problem 
are  their  fertility  to 
nen.  Few  patients  are 
;o  for  that.  Also,  if 
:y  results  after  a  cou- 
surgery,  uses  medica- 
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precisely  times  intercourse, 
researchers  can't  pinpoint 
what  made  the  difference. 

That's  why  trust  and  fully 
informed  discussion  between 
a  couple  and  the  specialist  are 
crucial.  Both  the  American 
Fertility  Society  and  Resolve 
can  help  couples  choose  spe- 
cialists wisely.  The  afs  also 
compiles  data  about  in  vitro 
fertilization  and  other  "assist- 
ed reproductive  technology." 

In  addition  to  data  about 
procedures,  infertile  couples 
must  confront  other  tricky  is- 
sues, such  as  donor  sperm  or 
eggs,  surrogate  motherhood, 
and  adoption.  Feelings  about 
these  issues  can  make  a  huge 
difference  in  what  course  is 
followed.  Nor  can  the  couple's 
financial  situation  be  over- 
looked. 

Fertility  treatment  can  be 
expensive,  with  a  complete 
evaluation  often  costing  about 
$2,000  and  procedures  running 


from  $800  to  $15,000  per  cy- 
cle. And  a  treatment  course 
often  must  be  repeated  a 
number  of  times  with  no 
guarantee  of  success.  About 
10  states  require  insurers  to 
cover  fertility  treatments, 
with  Massachusetts,  Rhode  Is- 
and,  and  Illinois  laws  the 
most  comprehensive. 
All  policies  have  lim- 
its, however.  Some 
will  pay  for  fertility 
testing  but  disallow 
claims  for  impregnation 
procedures. 

long  odds.  The  last 
high-tech  resort  for 
infertile  couples  is 
assisted  reproductive 
technology,  such  as  in 
vitro  fertilization  (IVF), 
which  involves  fertilizing 
an  egg  outside  the  wom- 
an's body  and  reinserting  the 
embryo.  Only  about  2%  of  in- 
fertile couples  embrace  this 
option.  It  may  be  performed 
with  the  woman's  or  a 
donor's  egg,  and  her  hus- 
band's or  a  donor's  sperm. 
Variations  on  IVF  include 
GIFT,  which  involves 
harvesting   an  egg 
and  sperm  and  mix- 
ing them  together  in 
the  woman's  fallopian 
tubes  in  the  hope  of  facilitat- 
ing conception. 

The  first  test-tube  baby, 
Britain's  Louise  Brown,  turns 
16  this  July,  and  in  those 
years,  tens  of  thousands  of 
procedures  have  been  per- 
formed, with  an  average  preg- 
nancy rate  per  embryo  trans- 
fer of  only  about  15%. 
Patients  must  realize  that  to 
achieve  success  can  require 
several  tries,  costing  from 
$6,000  to  $14,000  apiece.  "It 
can  be  hard  to  step  off  the 
[treatment]  treadmill  when 
you've  already  spent  so  much 
money,"  says  one  woman  who 
ultimately  turned  to  adoption 
after  several  surgeries  and 
IVF  cycles  failed  to  produce  a 
baby. 

One  of  the  most  exciting 
new  techniques  is  called  intra- 
cytoplasmic  sperm  injection, 
or  icsi.  Pioneered  in  Belgium, 
ICSI  is  a  laboratory  technique 
that  involves  micro-injecting 
a  single  sperm  into  an  egg. 
"It's  spreading  like  wildfire," 


says  Dr.  Mary  Martin,  direc- 
tor of  the  IVF  Program  at  the 
University  of  California,  San 
Francisco.  It  offers  hope,  but 
for  a  specific  problem:  males 
who  produce  extremely  low 
amounts  of  weak  sperm.  The 
procedure  is  still  experimen- 
tal, but  the  afs  can  refer  pa- 
tients to  specialists  exploring 
ICSI  in  the  U.  S. 

It's  no  surprise  that  infertil- 
ity can  cause  stress  in  a  mar- 
riage. One  in  six  infertile  cou- 
ples, says  Adamson,  has 
trouble  even  having  inter- 
course at  optimal  times. 
That's  one  reason  that  many 
fertility  doctors  recommend 
counseling  for  their  patients. 
Organizations  such  as  Resolve 
also  can  help  with  emotional 
pressures.  Its  goal  is  to  as- 
sist couples  in  resolving  infer- 
tility problems.  That  could 
mean  achieving  a  pregnancy, 
opting  for  adoption,  or  ulti- 
mately deciding  to  live  with- 
out children.    Joan  Hamilton 


WHERE  TO  TURN 
FOR  HELP 


AGENCIES 


AMERICAN  FERTILITY 
SOCIETY  Birmingham,  Ala., 
205  978-5000.  Professional 
society  that  provides  extensive 
consumer  information,  including  a 
bibliography  of  books  and  pamphlets 

NORTH  AMERICAN  COUNCIL 
ON  ADOPTABLE  CHILDREN 

St.  Paul,  Minn.,  612  644-3036. 
Newsletter  and  clearinghouse  for 
adoptive-parents  groups 

RESOLVE  Somerville,  Mass.,  617 
623-1 156.  Counseling  and  support 
group  for  infertile  couples,  with  chap- 
ters in  59  cities 


BOOKS 


DESIGNS  ON  LIFE  by  Robert  Lee 
Holtz,  $21,  Simon  &  Schuster 

FAMILY  BONDS;  ADOPTION 
AND  THE  POLITICS  OF 
PARENTING  by  Elizabeth 
Bartholet,  $21.95,  Houghton  Mifflin 

HOW  TO  BE  A  SUCCESSFUL 
FERTILITY  PATIENT  by  Peggy 
Robin,  $15,  William  Morrow 

DATA:  AMERICAN  FERTILITY  SOCIETY, 
SERONO  SYMPOSIA.  BUSINESS  WEEK 
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lour  customer  is 
)verflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


generate  revenue,  you  need 
;rs. 

generate  customers,  you  need 
ion:  What  products  and  services  do 
itomers  want?  When  do  your  cus- 
mt  them?  How  do  your  customers 
lift?  Are  your  customers  receptive 
offerings?  Are  your  customers 
ie  to  increased  sales  content? 
#ho  are  your  customers? 
sys  is  proud  to  introduce  a  unique 
'erful  new  way  to  answer  these 
ne  questions:  customerize. 
en  you  customerize  your  organiza- 

pervade  it  with  a  customer  focus. 

the  marriage  of  information  to 
•  service  goals,  Unisys  can  help  you 

that  focus  into  real-world  results. 

s  Corporation. 


Experienced  Unisys  consultants  will  help 
conduct  a  customerize5"  assessment  of  your 
organization,  evaluating  your  capacity  for 
understanding  customer  needs  and 
responding  rapidly  to  them.  Helping  you 
move  information  technology  capabilities  to 
the  front  lines  of  customer  contact,  we'll 
enable  you  to  create  a  significantly  more 
effective  flow  of  information  between  you 
and  your  customer-and  back  again. 

The  benefits  are  tangible:  enhanced 
ability  to  win  customers,  to  maximize 
customer  relationships,  sustain  customer 
loyalty,  and  tailor  market-sensitive 

UNiSYS 

We  make  it  happen. 


new  offerings.  Competitiveness  is  sharp- 
ened. And  revenue  gains  are  brought 
within  reach. 


CUS-tonveMze  \  kus'-ta-ma-rize'  \  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  c  ustomer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  14.  Ask 
about  our  customerize  assessment  and  com- 
plimentary customerize  Information  Kit. 
And  discover  how  a  customerized  flow 
of  information  can  yield  a  torrent  of 
competitive  advantages  for  your  business. 

customerize  is  a  service  mark  of  Unisys  Corporation 


business 
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■  I  you  think  the  shares  of 

I  electric  and  gas  utilities 
H  are  boring  issues  best  pur- 
chased  for  their  yields,  Ron 
Saba  has  a  surprise  for  you. 
A  portfolio  manager  at  San 
Diego-based  Brandes  Invest- 
ment Partners,  Saba  thinks 
utilities  offer  some  of  the  hot- 
test growth  prospects  on 
earth.  Bui  not  just  any  util- 
ities. With  concerns  over  ris- 
ing U.  S.  interest  rates  help- 
ing to  push  the  Standard  & 
Poor's  Utility  Index  down  15% 
since  fall,  Saba  has  been  buy- 
ing utility  issues  from  Aus- 
tria, Britain,  and  Spain. 

It's  not  hard  to  see 
why  Saba  is  looking 
abroad.  While  analysts 
expect  U.  S.  utilities' 
profits  to  expand  by  a 
meager  3%  or  less  this 
year,  many  overseas 
electric  and  gas  compa- 
nies could  see  their 
earnings  jump  by 
20%  or  more.  In 
Europe,  utility 
profits  are  being 
buoyed  by  spread- 
ing deregulation, 
massive  corporate 
cost-cutting,  and 
the  stirrings  of  an  eco- 
nomic recovery.  Plus, 
privatizations  and  surg- 
ing demand  for  electric- 
ity are  yielding  a  bonan- 
za for  utilities  in  Latin 
America  and  Asia. 
CHALLENGES.  And  you  don't 
even  have  to  venture  over- 
seas to  get  in  on  the  power 
plays.  Many  of  these  utilities 
issues  trade  in  dollars  as 
American  depositary  receipts 
(ADRs).  What's  more,  several 
leading  money  managers,  in- 
cluding Franklin/Templet  on 
Group,  Prudential  Securities, 
and  Merrill  Lynch,  offer  glo- 
bal  utility  funds. 

Investing  in  international 
utilities  poses  some  special 
challenges.  Dividends  on 
many  issues  tend  to  be  small. 
It  can  be  tough  to  interpret 
the  policies  of  industry  regula- 
tors thousands  of  miles  away. 
And  the  dollar  value  of  stock 
in  European  and  Japanese 
utilities  could  take  a  hit  if  the 
yen  and  the  mark  decline  lat- 
er this  year,  as  some  traders 
expect.  But  investment  pros 


Smart  Money 


TAPPING  AN  INTERNATIONAL 
POWER  SURGE 


say  such  risks  are  worth  tak- 
ing, given  the  long-term 
growth  outlook  abroad.  In- 
deed, many  big  domestic  util- 
ity funds  are  venturing  over- 
seas. Prudential  Utility  Fund 
now  has  $1  billion— or  about 
20%  of  its  assets— invested 


for  another  British  utility, 
Norweb.  A  distributor  of 
electricity  to  Britain's  north- 
west, Norweb  has  been  on  a 
cost-cutting  mission  since  its 
privatization  in  1990.  Profits 
soared  23%  in  the  first  fiscal 
half,  ended  last  Sept.  30,  and 


GLOBAL  UTILITY  STOCKS  WITH  SPARK 


PRICE  PRICE-EARNINGS 
PER  SHARE*  RATIO 


YIELD 


BOLIVIAN  POWER 

Expanding  hydro  capacity 

$25    1 3  2.8% 


CHINA  LIGHT  &  POWER 

(HONG  KONG) 

Moving  onto  the  mainland 

$5     23  2.4% 


EVN  (AUSTRIA) 

Solid  earnings  and  littl 

$28    20  1.3°< 


debt 


BRITISH  GAS 

High  yield, 
undervalued  assets 

$49    NA  *  5.2% 


•AMERICAN  DEPOSITARY  RECEIPTS 
•"NOT  APPLICABLE 

outside    the    U.  S. 

About  $000  million 
of  that  is  in  Europe, 
where  Warren  Spitz,  man- 
aging director  of  Prudential 
Investment  Advisers,  is  espe- 
cially fond  of  a  company  many 
others  are  shunning— British 
(las.  Facing  the  loss  of  its 
monopoly  on  retail  sales  in 
1990,  the  utility  on  Feb.  24 
took  a  big  S2.45  billion  write- 
off that  sent  its  ADRs  plunging 
$2  apiece.  But  that  may  pre- 
sent a  buying  opportunity.  In 
addition  to  its  tempting  5.2% 
yield,  the  company  owns  rich 
oil-and-gas  tracts  that  may  be 
spun  off  to  investors  someday. 
At  $49,  "the  stock  is  probably 
40%  to  50%  undervalued," 
Spitz  says. 

Money  manager  Saba 
makes  much  the  same  case 


ENDESA  (Spain) 

Getting  a  boost  from 
falling  interest  rates 

$53    17  1.8% 


NORWEB  (BRITAIN) 

Superefficient  power 
distributor 

$32     1 1  3.0% 


DATA  BRANDES  INVESTMENT  PARTNERS  INC  . 
BRIDGE  INFORMATION  SYSTEMS  INC. 

Norweb  now  boasts 
a  return  on  equity  of 
20,  double  that  of  many 
U.  S.  power  companies. 
Yet  Norweb's  ADRs  hardly  re- 
flect   its    successes.  Now 
around  $32,  they  trade  at  11 
times  earnings,  against  19  for 
the  S&P  utilities  on  average. 
But  some  analysts  argue 


Worth  Noting 


■  ON  TIME.  If  you  don't  have 
the  cash  to  cover  your  federal 
tax  bill,  and  you  aren't  sub- 
ject to  the  new  higher  rates, 
the  IRS  has  made  it  easy  to 
request  an  installment  plan. 
Just  complete  Form  9465,  in- 
dicating how  much  you  pro- 
pose to  pay  monthly  and  at- 
tach it  to  your  return.  You'll 


that  even  better  values 
the  emerging  econom 
the  southern  hemisphe 
mon  Goodfellow  of  Lo 
Baring  Securities  note 
Latin  American  electric 
mand  is  rising  by  nearl 
year,  vs.  just  1%  for 
America.  That's  one 
why  Templeton  Globa 
ities  Fund  has  "expandej 
er  strongly"  in  the  regi< 
ly,  says  portfolio  m 
Harry  Ehrlich.  He  lik 
iectra,  a  privatized 
power  generator  witl 
the-counter  ADRs.  Oth 
favor  Bolivian  Pov 
the  New  York  Six 
change.  Analysts  t 
earnings  will  clii 
annually  over  tl 
five  years.  Putn; 
ities  Growth  & 
Fund  recently  s 
up  220,000  of  its 
bonus.  Mai 
also  recommi 
na  Light  &  I 
big  Hong  Ko 
ity.  Merrill 
analyst  Ali 
thinks  CLP's  ( 
could  jump  7 
year.  It  is  e:« 
to  turn  a  $1  billio  p 
by  redeveloping  m 
Hong  Kong  powrf 
site  for  residentJ 
business  use.  Thaw 
be  a  "handsome  bclnt 
top  of  generous  reveji 
pected  in  coming  yesH 
power  plants  the  conar 
building  in  China. 

In  the  emerging  arin 
trial  economies,  such^i 
stories  are  becomir™  n 
prevalent.  "Utilities  ar'a1 
part  of  your  portfolip! 
Baring  analyst  Goodfew 
pecially  if  they  have  Al 
accent.  Williamik>> 


hear  in  about  30  dayw 
er  your  request  is  acxp 
it  is,  expect  a  late-;H 
penalty  of  0.5%  montiy- 
7%  annual  interest. 
■  hot  wire.  Investor* 
up-to-date  company  u' 
tion  via  Stocks  On  Cjv# 
new  service  from  P  Is' 
wire.  Dial  800  578-7;«  I 
fax  of  current  news  3k* 
Call  to  have  yourd 
faxed  to  you. 
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PERSON 


for  Human  Potential 


After  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer! 
in  my  lap.  " 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals,  taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work. ..and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 


UltraLite  Versa™ 


For  more  information,  call  us  at  1-800-338-95-19. 


ft  of  People's  Lives  Everywhere. 


Choose  The  IRA 
With  Fidelity's  Proven 
Fund  Performance 


At  Fidelity,  we  are  committed  to  offering  you  an  IRA  w  here 
performance  and  value  come  first  We  think  you'll  agree 
that  no  one  can  give  you  more  for  your  IRA  today. 

Bring  Our  Equity  Experience 
To  Your  IRA  . . 

That's  why  we  offer  you  a  full  range  of  stock 
funds  with  performance  records  that  speak 
for  themselves.  You  can  choose  from  funds 
that  Like  a  balanced  path  to  income  and 
long-term  growth,  to  those  that  take  a  more 

Compare  These  Equity 

Choices  For  Your  IRA  MoSfr' 


1  Year         5  Year       Life  of  Fund 


Fidelity  Puritan  Fund 


21.45      14.34      14.65  *** 

(10  Year)         *  * 


Fidelity  Equity-Income  II  Fund      18  89 


—  25.85; 


tr  ★  ★ 

-*  * 


J 


Fidelity  Growth  &  Income  Portfolio  15-94°°  1725     18  471 


Fidelity  Contrafund 


17.78      25.77      17.30  *** 
*  *- 


J 


aggressive  growth  approach.  Each  fund  is 
backed  by  the  management  expertise  mat's 
helped  make  Fidelity  .Americas  largest 
stock  fund  manager. 1 


Fidelity 


The  No-Load  No-Fee  IRA  - 
Our  Best  Retirement  Offer  Ever 

Fidelity  has  waived  the  sales  charges 

on  more  than  a  dozen  stock  fund*  for  your 
IRAr  And  we've  also  waived  the  IRA  fee  on 
mutual  fund  accounts  with  a  balance  of 
S 5.000  or  more  held  in  a  Fidelity  IRV  or 
if  you  trade  at  least  twice  in  your  Fidelity 
Brokerage  IRA.4  Call  for  more  details. 

Transfer  Your  Retirement 
Savings  to  Fidelity 

Whether  \  011  arc  transfeninq  vour  IRA  or 
rolling  over  an  eligible  distribution  from  an 
employer's  plan.  Fidelity  will 
help  make  11  ea^  t<>r \ou. 

Simply  call  today  for  a 
free  IRA  feci  kit  and  ask 
about  our  hue  Retire- 
ment Planning 
Guide.  Complete  and 
return  your  applica- 
tion and  transfer  form, 
and  we'll  handle  the  details. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 
Investments1 


For  more  complete  information  including  charges  and  expenses  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money  t  Total  returns  for  the  period  ended  12 
are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains  Returns  for  Growth  &  Income  Portfolio  and  Contrafund  include  the  effects  of  the  fui 
3%  sales  charge.  Returns  for  Puritan  Fund  would  have  been  lower  if  its  1%  sales  load  had  been  deducted.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return 
vary  and  vou  may  have  a  gain  or  loss  w  hen  you  sell  your  shares  *MomingStar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  December  3 1 .  1993.  The  ratings 
subject  to  change  even  month  Morningstar  ratings  are  calculated  from  the  funds  three-,  five-,  and  1 0-year  average  annual  returns  including  loads,  if  appropriate,  and  a  risk  factor 
reflects  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars.  'Fidelity  manages  over  S 1 25  billion  in  e 
assets.  -This  offer  applies  to  certain  retirement  plans  marketed  and  distributed  directly  b\  Fidelity  Fidelity  Magellan 1  Fund.  Fidelity  New  Millennium™  Fund  and  Fidelity  Select  Port) 
are  excluded.  ;For  Fidelity  mutual  fund  IRAs.  the  S 1 0  annual  IR\  maintenance  fee  will  be  waived  for  mutual  fund  IRA  accounts  of  $5,000  or  more  ai  the  time  of  the  fee  billing.  For  R 
Self-direaed  UUs.  the  S20  fee  will  be  waived  if  any  Fidelity  mutual  fund  position  is  at  least  $5,000  ai  the  time  of  the  fee  billing  or.  if  any  fund  position  available  without  transaction  mm 
through  FundsNetwork™  is  at  least  $5,000  at  the  time  of  the  billing.  4'or  lW-i.  the  waiver  is  based  on  trades  from  11/1/93  through  10/31/94.  and  applies  to  any  two  trades  made  til 
Fidelity  retirement  accounts  in  your  name  Trades  in  mutual  funds  and  limited  partnerships  are  excluded  You  must  ha\e  a  Fidelity  prototype  plan  with  an  FDIC  insured  custodian/trBI 
qualify  Fidelity  Distributors  Corporation  Fidebtv  Brokerage  Services.  Inc.,  Member  Ni  SF.  SIPC. 
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oduction  index  rose  in  the  week  ended  Feb.  19.  After  seasonal 
it,  tail  freight  traffic  increased  strongly  Coal  production  also  moved  up,  as 
it  of  raw  steel  and  lumber.  Electric  power  production  fell,  along  with  output 
jutos  and  trucks.  Crude  oil  refining  was  unchanged,  and  data  for  paper 
,rboard  were  not  available.  Before  calculation  cf  the  four-week  average,  the 
e  to  190.1  from  189.3  in  the  previous  week. 

BW  production  index  copyright  1 994  by  McGraw-Hill  Inc 


The  leading  index  also  declined  in  the  latest  week.  On  the  down  side:  Stock 
prices  fell,  while  bond  yields  rose.  In  addition,  prices  of  industrial  materials  grew 
more  slowly,  as  did  real  estate  loans.  These  negatives  more  than  offset  a  decline  in 
failures  of  large  businesses  and  a  faster  rate  of  growth  in  the  M2  money  supply. 
Before  calculation  of  the  four-week  average,  the  index  dipped  to  232.5  from  234.5 
in  the  previous  week. 

Leading  index  copyright  1 994  by  Center  for  International  Business  Cycle  Research 


CTI0N  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

!6)  thous.  of  net  tons 

1,910 

1 ,871  # 

2.9 

'26)  units 

151,423 

1  44,04  lr# 

15  3 

V26)  units 

122,894 

1 20,61 2r# 

31  7 

POWER  (2/26)  millions  of  kilowatt-hours 

57,956 

59,406# 

-5.0 

L  REFINING  (2/26)  thous  of  bbl./day 

13,069 

13,391# 

1.6 

9)  thous.  of  net  tons 

20,783# 

20,078 

16.3 

iRD  (2/19)thous.  of  tons 

NA# 

NA 

NA 

19)  thous.  of  tons 

NA# 

NA 

NA 

2/19)  millions  of  ft. 

487.7# 

468  1 

4.8 

GHT  (2/19)  billions  of  ton-miles 

21.5# 

20  5 

11.4 

American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
stroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA  ,  SFPA2,  Association 
i  Railroads 

IGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

YEN  (3/2) 

104 

105 

117 

MARK  (3/2) 

1.70 

1  73 

1.65 

OUND  (3/2) 

1.50 

1.48 

1.46 

»ANC  (3/2) 

5.79 

5.87 

5.59 

1  DOLLAR  (3/2) 

1.36 

1.34 

1.24 

INC  (3/2) 

1.43 

1.45 

1.53 

PESO  (3/2)J 

3.220 

3.1 19 

3.099 

lajor  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
jssed  in  dollars 

IS  1 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

)  $/troy  oz. 

376  950 

375  750 

14.4 

IP  (3/1)  #1  heavy,  $/ton 

139.50 

139.50 

26  8 

j  FS  (2/28)  index,  1967=100 

221  8 

221 .0 

10  3 

1  /26)  C/lb. 

90.7 

90  3 

-11.2 

S  (2/26)  C/lb. 

62.0 

60  5 

11.7 

;  26)  #2  hard,  $/bu 

3.76 

3  84 

2.2 

/26)  strict  low  middling  1-1/16  in.,  C/lb. 

74.19 

72  30 

31.3 

■ndon  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
3s  City  market,  Memphis  market 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (2/25)  S&P  500 

468.70 

470.71 

6  7 

CORPORATE  BOND  YIELD,  Aaa  (2/25) 

7.23% 

7.06% 

-5.0 

INDUSTRIAL  MATERIALS  PRICES  (2/25) 

96  6 

95.8 

-3.9 

BUSINESS  FAILURES  (2/18) 

324 

337 

-19.2 

REAL  ESTATE  LOANS  (2/16)  billions 

$418.1 

$420.8 

2.0 

MONEY  SUPPLY,  M2  (2/U)  billions 

$3,538.6 

$3,534.2r 

2.9 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/12)  thous 

360 

366 

10.8 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  a 
on  business  failures  and  real  estate  loans 

un  &  Brad- 
djusts  data 

■.'.Y.'i.iiMH.n.j.'.iu  :i.  [fw.::w 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

PERSONAL  INCOME  (Jon.)  annual  rate,  billions 

$5,534.9 

$5,550.2 

5.9 

CONSUMERS  SPENDING  (Jan)  billions 

$4,534.1 

$4,512.1 

5.7 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Jan  )  billions  $  1 47  9 

$142.6 

12.6 

PURCHASING  MANAGERS'  INDEX  (Feb  ) 

56.6% 

57.7% 

2.4 

Sources:  Commerce  Dept.,  National  Assn.  of  Purchasin 

g  Management 

■  ,,[.]!  *M:VI  :  >]rfU.];» 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/U) 

$1,139.3 

$1,135  9r 

10.5 

BANKS'  BUSINESS  LOANS  (2/16) 

282.9 

281.2 

-0.2 

FREE  RESERVES  (2/16) 

l,074r 

l,224r 

-26.5 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/16) 

155.3 

1  54 

6.2 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/1) 

3.31% 

3.49% 

3.24% 

PRIME  (3/2) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (3/1) 

3.74 

3.55 

3.15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/2) 

3.63 

3.47 

3  1  1 

EURODOLLAR  3-MONTH  (2/25) 

3.55 

3  44 

3.08 

Sources:  Federal  Reserve,  First  Boston 


<  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  ond  not  listed)  include  machinery  and  defense  equipment 
1  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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IT'S  THE 
GIFT 

OF  A 
LIFETIME. 


Making  a  bequest  to  the 
American  Heart  Association 
says  something  special  about 
you.  It's  a  gift  of  health  for 
future  generations  —  an 
unselfish  act  of  caring. 

Your  gift  will  fund  research 
and  educational  programs  to 
fight  heart  attack,  stroke, 
high  blood  pressure  and  other 
cardiovascular  diseases.  And 
bring  others  the  joy  and 
freedom  of  good  health. 

To  learn  more  about  how 
vou  can  leave  a  legacy  for  the 
future,  call  1-800-AHA-USA1. 

Do  it  today. 


0 


American  Heart 
Association 

This  space  provided  as  a  public  service. 
6,992,  American  Hear,  Association 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stary  or  to* 
I  n  <ianificant  reference  to  a  company.  Most 
ture  with  a  signiticam  re.e  names. 


ABC  U 
Aetna  Life  72 
Agfo-Gevaert  41 
Airbus  Industrie  6 
ALMA  Japan  6 
Ambra  Computer  80 
American  Airlines  84 
American  Financial  37 
American  Personal 
Communications  48 
America  West  36 
AMG  Data  Services  28 
Anheuser-Busch  37,  84 
Apple  Computer  80 
Archer  Daniels  Midland  37, 
84 

Arkla  84 
AST  Research  80 
AT&T  30,  31,  36,  78,  84 
Atlantic,  The  16 
Atlas  Entertainment  36 


Critical  Care  America  72 
D   


Daiei  41 

Daily  News  36 

Dataquest  80 

Delaware  Management  68 
Dell  Computer  80 
DRI/McGraw-Hill  22 

E   


Eastman  Kodak  32 
Ehrenkrantz  King 
Nussbaurn  28 
Ernst  &  Young  80 

F 


Banco  Central  Hispano  46 
Bankers  Trust  New  York  26 

Bank  Leumi  46 
Bank  of  England  26 
Banque  Commerciale  du 
Maroc  46 
Baring  Securities  92 
Batterymarch  Financial 
Management  40 
Bell  Atlantic  30,  48,  58 
Bhirud  Associates  28 
Blockbuster 
Entertainment  58 

BMW  58 
Boeing  6,  32 
Bolivian  Power  92 
Borden  68 
Brandes  Investment 
Partners  92 
British  Gas  92 
British  Telecom  30 
BZ  Bank  74 


Florida  West  Aidines  78 
Ford  30,  75 
Franklin/Templeton 

Group  92 

Fruitopia  36 

Fujitsu  36 

G 


Matsushita  6,  31,  58 
MCA  37,  58 

McCaw  Cellular 
Communications  31 
McDonald's  34 
McDonnell  Douglas  6 
McGraw-Hill  24 
MCI  Communications  31, 
48 

Medallion  Investment 
Management  78 
Merrill  Lynch  26,  36,  74, 
78,  92 
Mesa  84 
Microelectronics  & 
Computer  Technology  32 

Mirage  Resorts  58 
Mistic  36 
Mitsui  40 

MMS  International  24 
Moran  Asset 
Management  31 
Morgan  Stanley  26,  41 
Motorola  31.  32,  77 


RJR  Nabisco  34, 
Rockwell  32 
Rolex  Holding  1L 


Saint  Gobain 
Salomon  Brothers* 
Salomon  Brothenh 
Kong  77 
Samsung  36 
Santa  Fe  Pacific 
Scientific-Atlanta 
S.G  Warburg 
Shell  75 
Siemens  36 
Silicon  Graphics  I 
I  Simplex  Technolc 
Snapple  36 
Sony  6,  58,  80 
Standard  &  Poor' 
Sun-Times  36 
Suzuki  Motor 

T 


Ganz  Capital 
Management  78 

GE  75,  77 

Gemini  Consulting  30 
Global  Fixed  Income 
Advisors  26 
GM  6,  84 
Goldman  Sachs  28 


NatWest  Securities  28 
NEC  36,  40 
News  58 
Nextel  Communications  31 

Nike  6 

Nissan  Motor  40 
Nordson  78 
Northwestern  National 

Life  72 

Norweb  92 

NTT  31 


Hanson  68 
Harrahs  58 

Hewlett-Packard  32,  75 
Hitachi  36,  40 

Hollinger  36 

Home  Health  Une  72 

Honda  40,  41 

Hospital  Staffing 
Services  72 

Hyundai  36 


Tele-Communicatj 
58 

Telegroup  6 
Templeton  GlobJ 

Fund  92 
Texas  Instrument 
Time  Wamer  3<5t 

Toshiba  36 

TPG  Partners  3<l  1 

TRW  84 

T2  Medical  72 

Tyco  Internationi  J! 


O  F.  Mossberg  &  Sons  33 
Olsten  72 
Oracle  30 


Canon  41 
Caremark  72 
CBS  14 

Channel  Marketing  80 
Chemical  Bank  22 
Chilectra  92 
China  Everbright 

Holdings  12 
China  Light  &  Power  92 

Chrysler  6,  40,  58 

Coca-Cola  6,  36 

Columbia  Pictures  36 

Comcast  31 

Compaq  Computer  80 

CompUSA  80 
Continental  Airlines  36 


IBM  36,  80 

Imperial  Tobacco  68 
International  Palestinian 
Bank  46 


Jacuzzi  68 

Johnson  &  Johnson  75 
Jones  Lang  Woorlon  77 
j  P.  Morgan  74 


Pacific  Bell  48 
Pacific  Telesis  30,  48 
PacTel  Cellular  31 

Paramount 
Communications  58 

PepsiCo  6 
Pharma  Vision  74 
Philip  Morris  34,  77 
Primerica  84 
Principal  Mutual  Life  72 
PR  Newswire  92 
Promus  58,  64 
|  Prudential  Investment 
I  Advisers  92 
Prudential  Securities  28,  92 
Prudential  Utility  Fund  92 
Putnam  Investment 
Management  26 
Putnam  Utilities  Growth  & 
Income  Fund  92 

Q   


Ucom  Proprieta  4 

Union  Bank  of 
Switzerland  417' 
Union  Carbide  S 
United  Gaming  i 
U.S.  Repeating  fo 
U  S  West  30,  1, 


Vector  46 
Viacom  30,  51 
Vigers  Hong  Ki 
Vigoro  26 
Virgin  Atlantic  , 
Volkswagen  * 

w 


KDD  6 
Kmart  36 

Kraft  General  Foods  80 


Quaker  Oats  77 
Quantum  Chemical  68 

R   


RAS  Securities  78 
Reebok  6 


Wall  Street  Joi 
Walt  Disney  2 
Warner-Lambi 
Washington  P 
Whittle  Comrr 
Wilkofsky  Gri 
Associates  I 

William  M.  /* 
Wrigley  78 

X 


Xerox  75 


restment  Figures  of  the  Wee 


ARY 

e  week  in  the  global  fi- 
kets.  Inflation  fears 
an  bourses  tumbling  on 
i  London,  Paris,  and 
I  the  hardest.  In  the 
jf  higher  than  expect- 
c  growth  sent  bond 
g.  The  yield  of  bench- 
ar  Treasury  notes 
i.8%.  U.S.  stocks  were 
rt,  though  the  market 
m  Mar.  2.  One  ray  of 
lut-call  ratio  indicator 
.entiment,  which  is  at  its 
level  in  three  years. 


STOCKS 

Mar.      Sept.      Mar      Feb.  24  Mar.  2 


BONDS  THE  DOLLAR 

Mar.     Sept.     Mar.     Feb.  24-Mar.  2  Mar.     Sept.     Mar      Feb.  23-Mar.  2 


Mil 


W 


52-week  change 


1  -week  change 


52-week  change 


1  -week  change 


52-week  change 


1  -week  change 


+3.5% 

-1.2% 

-1.4%  -1.3% 

-0.1% 

0.7% 

ET  ANALYSIS 

KS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

INDUSTRIALS 

MPANIES  (S&P  MidCap  Index) 
PANICS  (Russell  2000) 
IIES  (Russell  3000) 

3831  7 
179.4 
262.8 
268.9 

-1.5 
-0.7 
-0.8 
-1.2 

12.6 
10.1 
16.4 
4.8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 

3.55% 
6.77% 
2.48% 
211 

3.46% 
6.65% 
2.47% 
21.3 

2.99% 
6.78% 
2.76% 
23.3 

STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

466.0 
47.6% 
0.53 
1.66 

465.8 
51.5% 
0.52 
1.58 

Negative 
Neutral 
Positive 
Positive 

NANCIAL  TIMES  100) 
(El  INDEX) 
SE  COMPOSITE) 

3248.1 
19,744.8 
4362.2 

-2.8 
2.1 
-0.1 

11.3 
17  2 
25.8 

ITRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

;K  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

MANAGEMENT 

9.0 

95.4 

COLUMBIA/HCA  HEALTHCARE 

12  2 

1 10.5 

42% 

9.0 

31  7 

MATTEL 

13.2 

48.7 

25% 

UNS 

7.9 

6.2 

AMERICAN  STORES 

15  0 

29  6 

48% 

r  APPAREL  RETAILERS 

7.7 

-3.0 

CHARMING  SHOPPES 

15.2 

12  4 

13 'A 

MANUFACTURING 

6.8 

-16.1 

SPRINGS  INDUSTRIES 

8.7 

-6  3 

38% 

K  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

N  CONTROL 

12  8 

23  3 

WMX  TECHNOLOGIES 

-16.2 

30  9 

2  4  5/8 

-12  7 

2  3 

USAIR  GROUP 

-22.9 

-27.8 

11% 

LDING 

-12.6 

13.7 

CENTEX 

-19  8 

13.6 

35'/2 

SE  FIRMS 

-12.1 

17.6 

MORGAN  STANLEY  GROUP 

-17.6 

13.0 

65% 

IRE  SERVICES 

-11.7 

7  9 

ALZA 

-17  5 

■27  5 

22% 

L  FUNDS 


<  al  return 


LAGGARDS 
Four-week  total  return 


% 


■MB  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 

1  i    Average  fund 

52-week  total  return 


i  4ESE  SMALL  COMPANY 
'RICE  JAPAN 


1 1.2 
1 1.1 
9  5 

% 


WRIGHT  EQUIFUND  HONG  KONG  NATL.  FID.  EQ.  10  9 
GAM  GLOBAL  -9  0 

AMERICAN  HERITAGE  -8  5 


52-week  total  return 


% 


N  STRATEGIC  INVESTMENTS  1312 
STANLEY  INSTL.  EMERGING  MARKETS  814 
LATIN  AMERICA  80  9 


PILGRIM  CORPORATE  UTILITIES  -18.9 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -17  5 
FORUM  INVESTORS  STOCK  -12  3 


E  PORTFOLIOS 


ORI/McGRAW-HILL 


J  Jnts 

ie  present 
1  5,000 

e  year  ago 

■folio 

indicate 
I  returns 


Foreign  stocks 
$14,164 
+  1.69% 


Hi 


Gold 
$11,607 

+0.50% 


Treasury  bonds 
$10,904 

-2.24% 


U.S. stocks 
$10,623 

-1.49% 


llll 


Money  market  fund 
$10,206 

+0.04% 


page  ore  as  of  market  close  Wednesday,  Mor  2.  1994,  unless  otherwise  indicated  Mar.  1  Mutual  fund  returns  are  as  of  Feb  25  Relative  portfolios  are  valued  as  of  Mar.  1 .  A  more 
include  S&P  500  companies  only,  performance  ana  shore  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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NEEDED:  A  FOREIGN  POLICY  PRESIDENT 


■  n  the  post-cold  war  era,  is  a  new  cold  war  starting?  No— 
1  at  least  not  yet,  despite  all  the  Sturm  und  Drang  about 
H  Russian  spies  in  the  CIA.  But  there  is  no  denying  that  the 
Bear  is  back,  roaming  the  world  once  again.  The  time  has 
come  for  the  Clinton  Administration  to  get  its  foreign  poli- 
cy act  together. 

President  Clinton  walked  through  his  first  year  pretend- 
ing that  the  U.  S.  didn't  need  a  foreign  policy.  He  was  lucky 
in  this.  Russia  was  preoccupied  with  internal  change.  What 
passed  for  Administration  foreign  policy  consisted  of  blind- 
ly supporting  Boris  Yeltsin  and  blithely  accepting  a  Russia- 
first  strategy  in  Eastern  Europe.  The  Administration  was 
passive  and  reactive. 

This  was  in  sharp  contrast  to  international  economic  pol- 
icy, where  Clinton  deserves  full  credit  for  redefining  nation- 
al interest  to  include  exports  and  opening  overseas  markets. 
He  fought  for  free  trade,  and  his  advisers  devised  a  concrete 
negotiating  strategy  for  cutting  the  trade  deficit  with  Japan. 

But  what  sufficed  for  Year  One  won't  do  for  Year  Two. 
The  rout  of  the  reformers  by  the  nationalists  in  Russia  is 
threatening  a  cold  war  redux.  In  their  brief  period  of  rule, 
reformers  focused  Russia's  energies  on  internal  problems:  fight- 
ing inflation,  expanding  the  market  economy,  and  breaking 
up  the  military-industrial  complex.  Had  the  reformers  suc- 
ceeded, Russia  might  have  become  an  average  European 
state  (albeit  a  large  one)  with  typical  national  interests  and 
aspirations. 

The  nationalists  have  a  very  different  vision  for  Russia. 

They  are  reviving  the  command  economy  and  are  pro 
Russian  power  abroad.  In  Georgia,  Belarus,  Kazakhsts 
Ukraine,  the  nationalists  are  trying  to  restore  the  old 
Russia  is  directly  confronting  the  West  in  Europe, 
vetoed  U.  S.  efforts  to  move  Poland,  Hungary,  the  Cz< 
public,  and  Slovenia  into  NATO.  It  snookered  NATO  in 
to  protect  their  Serbian  allies  from  attack.  If  Russia  ; 
its  support  of  the  Palestine  Liberation  Organization 
sumes  arms  sales  to  Syria,  it  could  easily  undermim 
talks. 

The  Clinton  Administration  has  learned  plenty  o^ 
past  12  months.  A  flirtation  with  the  U.  N.  and  multi 
al  peacekeeping  in  Somalia  has  taught  it  that  nations 
ests  cannot  be  contracted  out.  A  request  for  direction 
nia  from  a  disunited  Europe  showed  the  need  for 
American  leadership. 

The  shooting  down  of  Serbian  jets  by  U.  S.  forces 
under  NATO  is  the  first  sign  that  the  Administration  c 
But  more  must  be  done.  The  problem  lies  with  Clint 
visers.  The  foreign  policy  team  is  simply  weaker  tl 
players  on  the  economic  side.  They  are  clever  enou 
unable  to  articulate  a  coherent  foreign  policy.  They 
cere  but  perhaps  too  trusting  of  Russian  intentions. 

This  is  a  time  for  forceful  leadership  on  the  inter 
scene.  America  is  fighting  the  good  fight  in  opening 
markets,  but  it  must  also  deal  with  the  return  of  t 
to  the  global  arena.  President  Clinton  can  no  longer 
foreign  policy. 

ENOUGH  IS  ENOUGH,  MR.  GREENSPAN 

W  —\  —W  hen  Federal  Reserve  Board  Chairman  Alan  Green- 
MM  span  tightened  monetary  policy  on  Feb.  4,  there 

mm         was  a  widespread  belief  that  the  move  would  curb 
inflationary  expectations  and  actually  lower  long-term  inter- 
est rates.  It  turns  out  everyone  was  wrong. 

Since  Greenspan  raised  short-term  interest  rates  by  25  ba- 
sis points,  long  bond  rates  have  risen  nearly  twice  as  much, 
jumping  to  about  6.8%.  Instead  of  soothing  the  savage  beasts 
of  the  bond  market,  Greenspan's  move  appears  to  have  in- 
duced a  frenzy. 

What  has  gone  wrong,  and  how  can  it  be  fixed?  It's  tempt- 
ing to  say  that  Greenspan's  preemptive  strike  against  infla- 
tionary expectations  was  wrong  from  the  start.  Not  so.  What 
really  spooked  the  markets  was  his  subsequent  confession 
that  he  believed  monetary  policy  had  been  too  loose,  too  long. 

The  markets  inferred  that  Greenspan's  strike  was  only  the 
first  in  a  series  of  attacks  against  inflation.  Market  players 
around  the  world  concluded  that  the  Fed  would  push  inter- 
est rates  much  higher  in  the  months  ahead. 

Worse,  Greenspan  added  to  confusion  in  the  markets  by 
admitting  that  the  conventional  monetary  measures  were  no 

longer  reliable  and  that  he  was  turning  to  more  exot 
ures,  including  that  "arcane  metal,"  gold. 

All  this  happened  while  the  consumer  price  in< 
gross  national  product  deflator,  and  even  the  pric el 
itself  were  showing  a  surprising  degree  of  price  stabiN 
tainly  the  fourth  quarter  of  1993  came  in  at  a  stunnH 
growth  rate,  but  that's  history.  Almost  every  foreS 
saying  that  the  first  quarter  will  grow  at  about  3%M 

Paradoxically,  rates  have  already  shot  up  so  much  ■ 
probability  of  the  economy  overheating  is  virtually  t  H 
as  the  January  change  in  the  CPI— zero.  Indeed,  th  K 
priate  worry  now  is  that  the  economy  will  slow  cm 
much  by  summer. 

Greenspan  surely  knows  las)  year's  recovery  wa  1 
by  a  fall  in  long-term  rates.  That  makes  a  sharp  ris(  | 
term  rates  the  clear  and  present  danger.  The  bon(  t 
vigilantes  are  screaming  for  another  tightening  from  pi 
but  it's  unnecessary  now.  Rates  have  already  risei  M 
so  that  the  main  force  driving  consumer  spending,  r  lt| 
refinancing,  has  run  out  of  gas.  Get  real,  Mr.  Greens;  H 
emptive  strikes  should  not  turn  into  wars. 
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//  have]  put  a  limit  on  how  long  I  would  stay,  party 
because  I  know  how  tough  a  job  this  is  and  I  knou\ 
how  old  I  am. 

-Lloyd  Cutler,  76,  on  his  130-day  gig  as  special  White  House  counil 
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Q:  How  can  a  congressman 
tell  when  no  one  is  taking  his 
ideas  seriously? 

A:  When  he  lowballs  the 
cost  of  his  prize  legislation 
by  $210  billion  and  no  one 
notices. 
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DATA;  CONGRESSIONAL  BUDGET  OFFICE, 
JOINT  COMMITTEE  ON  TAXATION 


Representative  Jim  Mc- 
Dermott  (D-Wash.)  insists  he's 
a  key  player  in  health-care  re- 
form. His  bill  to  create  a 
Canadian-style  health  system 
in  the  U.  S.  boasts  the  largest 


single  block  of  sponsors  in 
Congress  (page  82).  And,  he 
says,  it's  the  only  one  with 
the  seal  of  approval  from  the 
Joint  Committee  on  Taxation. 
But   BUSINESS   WEEK  has 

learned  that  the  tax  estima- 
tors  kiscd  their  work  on 
faulty  numbers— provided,  Hill 
sources  say,  by  McDermott's 
staff.  Under  the  plan,  states 
would  pay  14%  of  health 
costs.  McDermott's 
staffers  took  the  Con- 
gressional Budget  Of- 
fice's estimates  of 
federal  spending  - 
needed  to  pay  for 
the  plan,  then  subtracted  14%. 
Trouble  is,  CBO  had  already 
deducted  the  states'  share. 

The  error  shrunk  the  cost 
iy  $210  billion  over  three 
years.  Worse,  for  six 
weeks,  until  BUSINESS 
WEEK  found  it,  no  one 
cared  to  see  if  the 
numbers  added  up.  A 
McDermott  spokesman 
admits  mistakes  were 
made,  but  blames  the 
Joint  Committee  and 
says  the  gap  may  be  less  than 
$210  billion.  He  insists  the  er- 
ror doesn't  reduce  McDer- 
mott's clout:  "We  still  have 
92  co-sponsors."  None  of 
whom,  apparently,  paid  any 
attention  to  the  money. 

Mike  McNamee 


FETCH  ME 

THE  JUMPER  CABLES 


W 


hen  Jim  Perkins  kicks 
off  Chevrolet's  new  ad- 
vertising campaign  in  New 
York  on  Mar.  16,  he'll  be  try- 
ing to  jump-start  a  sputter- 
ing giant.  The  honcho  of  Gen- 
eral Motors'  largest  division 


has  watched  Chevy's  market 
share  skid  nearly  two  per- 
centage points  since  1991— a 
continuation  of  a  decades-old 
decline.  It  ranks  below  the 
national  average,  too,  in  both 
quality  and  customer  satisfac- 
tion, according  to  market  re- 
searcher J.  D.  Power  &  Asso- 


ciates of  Agoura  Hills,  Ij 
Chevy's  fresh-faced  ac| 
feature  a  new  tag  line— I 
uine  Chevrolet"— in  pla 
the  long-running  "Heaij 
of  America,"  which  I 
dropped  last  fall.  Theijj 
focus  on  new  models! 
pitch  Chevy  as  a  reviti 
organization  that  takes! 
of  its  customers. 

Still,  Chevy's  revival! 
from  assured.  A  redes! 
sporty  Camaro  and  nev$! 

pickup  are  s| 
well,  and  the  I 
new  version  J 
top-selling  Ca| 
due  this  fall  ml 
even  better.  Bui 
poor-selling  Lumina  apvI 
van  and  aging  CorsicJ 
Beretta  compacts,  for  I 
pie,  won't  be  replaced  fol 
eral  years.  "We  didn'l 
leadership  in  a  year,"  lal 
James  K.  Lust,  presidJ 
Lust  Chevrolet  in  Abeil 
S.  D.  "And  we're  not  gof 
get  it  back  in  a  year.' 

David  Wo\ 


OLYMPICS  '96 

THE  BURNING  OF  MR.  ATLANTA 


B 


y  the  time  1996  rolls 
'around,  TV  viewers  will 
probably  have  had  their  fill 
of  Izzy,  the  computer-gener- 
ated mascot  for  the  Atlanta 
Summer  Olympics.  What  they 
won't  see  much  of  is  Atlanta's 
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MOTOROLA'S  CRITICS  in  japan  and 
the  U.  S.  gripe  that  the  company  is  bullying 
the  Japan's  postal  ministry  to  allocate  addi- 
tional radio-wave  spectrum  for  its 
own  cellular  phone  standard. 


IN  REALITY,  Motorola  makes 
cellular  phones  to  Japanese  spec- 
ifications for  Nippon  Telegraph  & 
Telephone,  which  leases  them  to 
consumers.  Yet  if  Japan's  bureau- 
crats relent,  the  U.  S.  company 
may  not  be  the  big  winner.  Japanese  compa- 
nies, which  build  Motorola-style  phones  for  the 
U.  S.  and  Europe,  would  likely  gain  market 


Why  can't  Motorola  just  make  Japanese-style 
phones,  they  ask.  And  why  should  Japan  have 
to  support  a  North  American  telecommunica- 
.  tions  standard  that  would  shut  out 
Japanese  equipment  vendors? 

share  at  home.  Still,  Motorola  wants 
its  superior  technology  to  prevail— 
and  thinks  lower  prices  brought  by 
its  standard  would  spur  sales.  "This 
whole  debate  is  not  about  helping 
one  U.S.  company,"  says  Motorola 
Vice-President  Frank  Sanda.  "It's  about  opening 
up  markets  and  getting  the  best  possible  equip- 
ment to  the  consumer."  Neil  Gross 


other  mascot,  Ted  Til 
NBC,  which  paid  $456  if 
for  TV  rights  to  the  g| 
has  announced  that  it  k 
take  on  a  cable  partner.^ 
Turner  would  have  * 
the  logical  choice,  wit;  I 
state-of-the-art 
broadcast  facil- 
ities in  Atlanta. 
But  sources 
say  NBC  want- 
ed him  to  pay 
cash  for  cable 
rights,  while  he 
just  wanted  to 
let  NBC  use  his 
facilities  in  re- 
turn for  the 
games.  Some 
people  are  surprised  Nl|.< 
him  out.  Says  Porter  B'k 
banker  at  Ladenburg,  Jh 
mann  &  Co.:  "They  willia 
to  spend  $150  million  td8 
million  to  replicate  whatjUJ 
er  already  has  down  tW 
Mark  Li4 


TURNE  I 

mogul  <|6 
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R>r  many  families, 
ve  help  open  the  most 
important  door  of  all. 


When  financial  institutions 
want  to  open  the  door  to  home- 
ownership  for  lower  income  and 
first  time  buyers,  GEs  Community 
Home  Buyers  Program,  offered 
through  our  Mortgage  Insurance 
usiness,  provides  the  key.  The  program  not  only  helps  home  buyers,  but  signif  icantly 
ureases  affordable  lending  for  financial  institutions. 

At GE Capital,  were 24 diversified 
esses.  And  right  now  one  of  them  has  the 
becific  industry  knowledge  it  takes 
wet  your  next  challenge.  If  you  re 
loking  for  a  strong  financial 
artner,  call  1-800-243-2222. 
Wd  welcome  the  opportunity  to 


TAX  FOLLIES 


WHO  PAYS  $25,000  FOR 
A  FAX  MACHINE?  YOU 


Does  importing  tweezers 
at  $150  a  pair  sound  like 
a  good  business  proposition? 
How  about  bringing  in  fax 
machines  from  Japan 
priced  at  $25,000  each? 
Or  exporting  U.  S.-  OVERVALUED 


pays  about  $17  in  taxes  on 
the  difference.  By  inflating 
the  import  price  to  $99,  it 
would  pay  only  34<!'  on  the  $1 
difference.  Similarly,  prices  of 
exported  goods  are  artificially 
deflated. 

Overall,  John  Zdanowicz 
and  Simon  Pak  estimate  such 
phony  deals  cost  $28.7  billion 
in  lost  tax  revenues  in  1992— 
and  possibly  as  much  as  $109 
billion.  "We've  confirmed 
mathematically  what 
individuals  had  sus- 


made  stoves  to 
Colombia  for 
$76  each?  Well, 
such  deals  are 
costing  U.  S.  tax- 
payers plenty. 

In  a  compre- 
hensive look  at 
U.  S.  trade  trans- 
actions, two  Flor- 
ida International 
University  pro- 
fessors found  ev- 
idence of  egre- 
gious artificial 
pricing  practices 
to  evade  U.  S. 
taxes.  Say  a 
company  imports 
a  $50  item  to 
the  U.  S.  and  ' 
sells  it  for  $100. 


IMPORTS 


ITEM/ORIGIN 

TWEEZERS 

$150.00 

CANADA 

EACH 

HAIRPINS 

$1,500.00 

SPAIN 

PER  POUND 

CORDLESS  PHONES  $4,233.00 

FRANCE 

EACH 

SAND 

$1,994.00 

SPAIN 

PER  TON 

UNDERVALUED  EXPORTS 

ITEM/DESTINATION 

STOVES 

$76.00 

COLOMBIA 

EACH 

TIRES 

$7.69 

FRANCE 

EACH 

FROZEN  HAMS 

$0.36 

FRANCE 

PER  KILO 

SAFETY  HEADGEAR 

$2.25 

COLOMBIA 

PER  DOZEN 

STAR  TURNS 


DATA: FLORIDA 
INTERNATIONAL 
UNIVERSITY 


pected  for 
some  time: 
that  there  is 
significant  over- 
and  under-invoic- 
ing of  interna- 
tional trade," 
says  Zdanowicz, 
who  directs  Fill's 
Center  for  Bank- 
ing &  Financial 
Institutions. 

While  the  data 
did  not  identify 
the  companies  in- 
volved, Zdano- 
wicz and  Pak  say 
that  the  biggest 
losses-$4  bil- 
lion—involved 
trade  with  Ja- 
>an.  Gail  DeGeorge 


IN  THIS  SHOOT-'EM-UP,  THE  CAR  GOT  PLUGGED 


It's  hardly  E.T.,  and  it's  not 
Reese's  Pieces  candy.  But 
the  just-released  Twentieth 
Century  Fox  flick  The  Chase, 
starring  Charlie  Sheen  and 
Kristy  Swanson,  is  an  un- 
abashed 88-minute  commer- 
cial for  BMW's  $32,000 
325is  sedan— com 
plete  with  heart- 
thumping  chase 
scenes  that  high- 
light the  car's 
handling  abilities. 

Better  yet, 
BMW  got  the  atten 
tion  free.  The  script 
calls  for  Sheen  to  kid 
nap  Swanson  and  head  for  the 
Mexican  border  in  her  shiny 
red  BMW.  So  the  carmaker, 
which  keeps  a  fleet  of  12  cars 
handy  for  movie  placements, 
sent  over  three  of  them  with- 
out paying  the  usual  fee  for 


placing  products  in  motion 
pictures. 

BMW  has  turned  down  star- 
ring roles  for  its  cars— when 
they  would  be  used  for  drug 
dealers,  for  instance,  says 
spokesman  Thomas  O.  Mc- 
Gurn.  It  didn't  object  to 
The  Chase  script- 
not  even  when 
Sheen  and  Swan- 
son are  depicted 
having  sex  in  the 
front  seat  while 
cruising  at  nearly 
100  mph.  "No  one 
is  going  to  take 
that  one  seriously," 
McGurn  says. 

Still,  he  frets  that  the 
Swanson  character  got  the  car 
as  a  gift  from  her  wealthy  fa- 
ther: "There  are  a  lot  of  ca- 
reer women  out  there  who 
also  buy  the  car."  Ron  Graver 


DRAWN  AND  QUARTERED 

3feg3nh» 


BURP  BUSTERS 


COMING  SOON:  THE  LOW-EMISSION  COW 


Remember  Ronald  Rea- 
gan's killer  trees,  which 
he  claimed  caused  air  pollu- 
tion? The  latest  environmental 
worry  is  cow  belching,  an  al- 
leged accessory  to  global 
warming.  The  National 
Center  for  At 
mospheric  Re 
search  in  Boul- 
der, Colo.,  says 
that  when  Bossie 
burps,  she  emits  meth- 
ane gas.  And  this  hap- 
pens about  every  30  sec- 
onds. But  mercifully,  she's 
genteel  enough  so  that,  if  you 
stand  next  to  her,  you  won't 
hear  the  noise.  The  cow's 
four-part  digestive  system 
contains  two  chambers  where 
fermentation   breaks  down 


food,  creating  methane 
by-product.  With  1.25  bill 
cattle  in  the  world,  tha 
lot  of  gas. 

Never  fear— the  feds  an! 
the  case.  The  Environml 
Protection  Agency  I 
given  $30(( 
to  NCAR  s«l 
scientist  Pa* 
Zimmerman  I 
researchers  at  \W 
ington  State  Univeil 
for  a  project  to  * 
whether  they  can:i 
down  on  cow  meth 
They're  feeding  cattle  dl 
ent  kinds  of  feed  and  meu 
ing  which  produces  the  1 
amount  of  gas.  At  a  in 
mum,  bovine  table  marS 
will  improve.  Sandra  Atcst, 


THE  BIG  PICTURE 


THE  HEALTH  SPEHDIHG  SURGE 


AVERAGE  ANNUAL  INCREASE 
IN  PER  CAPITA  SPENDING* 
ON  HEALTH  CARE 
ON  EVERYTHING  ELSE 

$2,380 


From  1 988  to  1 998,  for  the  first  time, 
increases  in  health-care  spending  wilon 
sume  more  than  half  of  America's  econ 
growth.  Health-care  reform  won't  stO|l 
Most  major  plans-including  Presides 
Bill  Clinton's— would  accelerate  healt 
spending  through  the  end  of  the  deco 

51,800 


51,220 


1978-88 


1988-98 


FOOTNOTES 


Total  business  failures  during  1993:  85,982.  Total  business  failures  in  1992:  97,069. 
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Schedules  change. 


wmmmmmmsmm 


Meetings  en 


wnge. 


People  change. 


But  when  it  comes  to  keeping  you  informed 
of  whats  happening  as  it  happens 


Some  things  never  change. 


To  learn  what  SlcyTet  can  I  (orpu,  J 1-800-395-6606.  With  SkyTels  satellite-messaging  system,  you 

an  stay  cm  top  ol  late -breaking  news  as  it  happens.  In  thousands  ol  cities  and  towns 

more  than  paging.  It's  inlormation  in  an  instant. 


cross  America.  Because  Skylel  is 
1994  SkvTol 


SkKTel^ 

#  \  Subsidiary  ol  Mtd 


Liz  Wetzel,  a  member  of  the  Cadillac  Design  Team  at  General  Motors,  spends  a  fair  amount  of  tn 
listening  to  customers  react  to  her  ideas.This  is  not  always  fun.  Human  nature  being  what  it  is,  nr« 
people  instinctively  want  to  discount  views  that  don't  square  with  their  own.  Sometirs 


n 
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REVOLUTION  IN 
THE  CLASSROOM? 


We  read  "The  Learnin"'  Revolution" 
(Special  Report,  Feb.  28)  with 
great  anticipation.  It  was  a  great  intro- 
duction into  the  increasing  need  to  inte-' 
grate  technology  into  education. 

We  kept  reading  in  hopes  of  finding 
the  schools  in  the  U.  S.  that  are  cur- 
rently making  attempts  to  do  this.  But 
the  article  ended  with  the  impression 
that  education  has  not  recognized  the 
need  for  this  yet. 

The  reason  we  were  so  interested  is 
because  we  teach  in  a  Technology  Mag- 
net School  that  reopened  in  1992  with  a 
vision  for  using  technology  as  a  tool  in 
the  classroom,  not  in  a  lab  situation.  We 
are  very  proud  of  our  vision  and  that  of 
our  district .  Academy  I  list  rid  20. 

Our  school  has  approximately  one 
computer  for  every  five  students.  Com- 
puters are  fully  networked  (over  an 
Ethernet  system)  to  two  server  com- 
puters, which  allow  students  to  access 
applications  and  their  own  data  files 
from  anywhere  in  the  building.  Students 
also  can  access  Internet,  and  many  have 
established  communications  with  other 
children  all  over  the  world,  from  Austra- 
lia to  Moscow. 

Our  point  is  that  there  are  schools 
out  there  that  have  a  vision  of  the  fu- 
ture and  what  it  means  to  our  children 
and  their  education.  Investigating  these 
schools  would  be  a  great  follow-up  arti- 
cle and  would  let  the  public  know  that 
educators  are  looking  to  the  future. 

( 'amilla  Whitright 
Third  Grade  Teacher 
Michael  Doub 
Fifth  Grade  Teacher 
Mountain  View  Elementary  School 
( 'olorado  Springs,  ( 'olo. 

Your  Cover  Story  understates  the 
absolute  paradigm  conflict  between 
the  technologies  of  schooling  and  of 
learning.  Education  is  something  done 
to  people;  learning  is  what  people  are 
genetically  designed  to  do  for  them- 
selves. The  term  "edutainment"  echoes 
the  phrase  "horseless  carriage:"  It  impli- 
citly recognizes  that  something  new  has 


arrived  while  clinging  pathetically  to  J 
vestige  of  a  dead  era. 

The  technology  you  call  edutainrrl 
actually  is  one  of  the  threads  of  the  I 
perlearning  matrix  that  not  only  spl 
the  end  of  teaching  but  forms  the  J 
process  technology  of  every  21st  cent! 
business.  It's  the  new  technology! 
adult  work,  and  workers  will  deml 
the  same  for  the  children. 

Lewis  J.  Perehj 
Washing! 


B 


usiness  leaders,  intent  on  educal 
reform  through  top-down  legislatl 
need  to  understand  the  bottorrl 
change  that  technology  brings  to  schJ 
much  as  it  did  to  many  of  their  J 
downsized  corporations. 

Business  must  help  our  public  schi 
invest  in  the  very  technology  they  sal 
critical  to  the  future  information  woi| 
they'll  employ. 

Don  Ej 

Scottsdale,  A. 

If  we  insist  that  the  students  le 
something  rather  than  be  entertai 
we  will  fall  back  on  the  only  educati 
tool  that  works,  that  is  guaranteec 
work— that  tried-and-true  tool— the  b 
Laugh  if  you  will,  but  to  learn  ti 
nometry  one  must  sit  there  with 
Ik  ink  under  the  tensor  lamp,  swea 
into  the  night  reading  the  material 
struggling  with  the  problems. 

Gerald  A.  Fisher,  Chair: 
Physics  &  Astronomy  D 
San  Francisco  State  Univer 
San  Franc 


A  DOSE  OF  GOVERNMENT 

WOULD  BE  BAD  MEDICINE  

I  ost  in  Joan  O'C.  Hamilton's  comnl 
fctary  on  U.S.  biotechnology  is  jg 
mention  of  foreign  competition  ("A  1:1 
dose  of  gov  ernment  won't  kill  biotaj 
Science  &  Technology,  Feb.  28). 

Biotech  firms  promise  U.  S.  leaj 
ship  in  a  vital  industry  if  they  can  ft 
tinue  to  attract  venture  capital. 

Some  years  back,  the  French  govl 
ment  imposed  "value  pricing"  on  I 
scription  drugs.  Investors  took  ti 
money  elsewhere,  and  research  wasB 
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Whati s  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
siness  problems — the  ones  hidden  in  your  under- 
ng  business  practices. 

That's  where  Arthur  Andersen  can  help, 
perienced  Arthur  Andersen  professionals,  armed 
th  our  proprietary  Global  Best  Practices 
owledge  base,  compare  your  operating  practices  to 
!  best  in  the  world — within  your  own  industry,  and 
'oss  the  board. 

In  our  trained  hands,  the  Global  Best  Practices 
owledge  base  is  the  most  thought-provoking 
•ource  of  its  kind.  Delivered  to  our  professionals  by 
)-ROM  technology.  Updated  throughout  our  global 
twork.  And  unsurpassed  in  its  depth  and  scope. 

So  Arthur  Andersen  professionals  can  share 
light  with  you  into  what's  slowing  your  company 

94  Arthur  Andersen  &  Co.  All  rights  reserved. 


down.  Together,  we  can  then  roll  out  more  creative 
ways  to  help  reengineer  your  operations. 

Find  out  how  you  can  make  lasting 
progress — on  paper  and  in  practice.  For  your  free 
brochure  or  to  discuss  with  us  personally  how  Global 
Best  Practices  can  work  for  your  company, 
call  1-800-445-5556,  today. 

Best  Practices. 
Putting  insight 
into  practice.™ 


Arthur 
Andersen 


Arthur  Andersen  &  Co,  SC 


#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return* 

30%  


25 

:: 
--: 


10  -S&P500 
14.7% 


KAUFX 
FUND 

26.6% 


More  than  twice  the  average  total 
annual  return  of  all  funds.** 

Morningstar  5  Star  (*****)  Rating 


av  ut  12  31  M3 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital  appre- 
ciation through  investment  in  small 
growth  companies.  The  Fund 
invests  primarily  in  companies 
beyond  the  venture  stage  that  are 
profitable  and  have  substantial 
growth  prospects. 


co-manaqers 


1-800-562-9210 


Period  of  12/4/87-12/31/93. 

'Five  year  period  ending  12'31/93.  per  Lipper  Analytical  Services. 


rez'za- za' : 
..5  re;  rs\ 


Fund's  total  return  was  229.63%.  The  Fund's  o 

799c  for  the  one  /ear  ana  1  86-12  ?2  periods  are  18.2%.  16.4% 
respectively.  Total  returns  for  periods  ending  December  37,  7993  are  historical  and 
include  change  In  share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a 
0.2%  redemption  fee  and  a  12b-1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged 
index  consisting  of  the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more 
information  including  charges  and  expenses,  please  read  the  prospectus  carefully  before 
you  invest.  The  performance  cited  represents  past  performance  which  is  not  indicative  of 
future  results:  investment  performance  fluctuates:  fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND.  INC. 
17  Battery  Place.  New  York.  NY  10004  •  Fax  (212)  344-6227 
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CORRECTIONS  &  CLARIFICATION 

"Welcome  to  the  next  level,  chipml 
ers~  (Cover  Story.  Feb.  21  •  should  he 
identified  one  of  the  companies  ml 
tioned  as  VLSI  Technology  Inc.,  I 
VLSI  Research. 


tailed.  France's  pharmaceutical  induil 
especially  small  biotech  firms.  neveJ 
covered.  The  share  of  the  global  J 
ket  in  new  drugs  for  French  compJ 
fell  from  18%  to  less  than  8%  in  a  I 
years,  something  to  consider  the  1 
time  someone  endorses  a  govern™ 
re\iew  board  to  oversee  drug  price! 

Mary  L.  WJ 
PresiJ 

San  Diego  Biocommerce  Jm 
San  Df 

THERE'S  NOTHING  WOBBLY 
ABOUT  SATURN'S  ORBIT  

Saturn  takes  strong  exception 
"Suddenly.  Saturn's  orbit  is  gel| 
wobbly"  (Top  of  the  News,  Feb.  28)1 
Unfortunately,  it  is  not  sensatii 
enough  to  simply  report  that  we  tul 
an  operating  profit  for  1993  and  conl« 
to  lead  the  automotive  industry  in  I 
tomer  satisfaction,  initial  quality, 
resale  value.  Instead,  you  resort 
convenient  sleight-of-hand  (sales 
from  June  through  January)  to  i 
trate  that  Saturn  is  in  trouble.  Man 
turers  sell  more  cars  through  the 
and  summer  than  during  the  fall 
winter,  so  had  the  sales  figures 
portrayed  correctly,  they  would  5 
that  Saturn  sales  increased  9.2%  fori 
uary.  1994.  as  compared  with  the  M 
period  in  1993  and.  in  fact,  increase* 
average  of  17%  for  calendar  year  19!  t 
compared  with  calendar  year  1992.1 
We  are  confident  that  with  increji 
advertising  and  additional  open  ifl 
facilities,  these  sales  increases  wiB 
even  greater  in  1994. 

Don  Hudler.  Yice-PresA 
Sales.  Service  &  Maifcfl 
Saturn  (• 
Troy,  ll 

Editor's  note:  Year-to-year  compare 
are  appropriate  for  car  sales,  butb 
urn's  improvement  relative  to  a  yeai* 
Her  was  weaker  than  competitors,  rm 
ing  in  a  decline  in  its  share  om 
small-car  market  by  four  perceM 
points,  to  9.6%. 


Letters  to  the  Editor  should  be  sent  to  Reodeis  B 
Business  Week,  1221  Avenue  of  the  Americo;«" 
York,  N  Y.  10020  Fox  (212)  512-4721.  AlB 
must  include  on  oddress  ond  daytime  and  evenmB 
phone  numbers.  We  reserve  the  right  to  edif  ietfll 
clarity  and  space- 


THE  PLAYERS 

CHAMPIONSHIP 

The 
Strongest 

Held 
in  Golf! 

March  21-27 


Television  Schedule 
[Eastern  Hme] 

Thursday,  March  24 
USA  Network  4-6  p.m. 

Friday,  March  25 
USA  Network  4-6  p.m.  /  Replay  9-11  p.m. 

Saturday,  March  26 
NBC  2-6  p.m. 

Sunday,  March  27 
NBC  2:30-6  p.m. 

A  Great 

Business 
Entertainment 
Opportunity! 

For  ticket  information: 

1-800-741-3161 

THE  PLAYERS  Championship 
Tournament  Players  Club  at  Sawgrass 
Ponte  Vedra  Beach,  Florida 
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Lotus. 


Working  Together' 


"1 


lotus:  We  make  business  software,  which  implies  that  irs  mot  personal  software.  But  by 

LETTING  YOU  WORK  TOGETHER  WITH  OTHERS  IN  REAL  WAYS.  REAL  LIFE.  IT  LETS  YOU  ACHIEVE  A  VERY 
PERSONAL    KIND   OF  VISION. 
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Working  Together' 
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SMART  S  U I T  IS  FIVE  WINDOWS'"  APPLICATIONS  THAT  SHARE  THE  SAME  INFORMATION.  THE  SAME  LOOK  AND  FEEL 
AND  THE  SAME  WORK  ETHIC-1-2-3?  AMI  PRO*  WORD  PROCESSOR.  APPROACH*  DATABASE.  FREELANCE  GRAPHICS 
AND  ORGANIZER!"  LOOK  INTO  IT.  A  SMARTSUITE  UPGRADE  COSTS  $299. OR  GET  THE  SMARTSUITE  TRIAL  KIT 
INCLUDING  A  WORKING  MODEL  OF  1-2-3  AND  AMI    PRO.    FOR  $11.95.    JUST  CALL  1-800-TRADE -UP,  EXT.  9554 

SMART  SUITE   IS  ALSO  AVAILABLE   FOR  OS/2? 


\j\     io%     {lieu      coJkcL     lh&  ltltphon<L 


jjomeiime.       ^0     Idhefl     W    foil    U^ll  (jJIW 


0 


LOTUS  NOTES'  IS  GROUPWARE,  A  NEW  KIND  OF  SOFTWARE  THAT  BASICALLY  ELIMINATES  THE  WALLS  BETWEI 
YOU  AND  OTHER  PEOPLE  AND  OTHER  IDEAS.  NOTES  LETS  YOU  TRACK,  ACCESS  AND  ORGANIZE  ALL  KINDS 
OF  DATA  AND  SHARE  IT  WITH  ALL  KINDS  OF  PEOPLE.  WHEREVER  THEY  ARE.  IT  WORKS  WITH  SMARTSUIT 
AND  IT'S  GETTING  A  LOT  OF  WORK  DONE  RIGHT  NOW  FOR  ALMOST  750.000  PEOPLE  IN  MORE  THAN  3,00 
COMPANIES.    CALL   1-800-828-7086,  EXT.  9602   FOR   THE    EXECUTIVE    GUIDE    TO    LOTUS   NOTES  VIDEO. 
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IS  THE  WORLD  BANK 
A  WORLD  MENACE? 


I lapse,  delegates  from  43  nations 
meeting  in  Breiton  Woods,  X.  H.. 
created  the  World  Bank  to  help  spur 
global  recovery  and  growth.  Tc»day  the 
bank  is  ihe  world's  largess  engine  for  ec- 
onomic development,  lending  $24  bilh'on 
a  year,  mostly  in  poor  nations. 

In  Mortgaging  the  Earth.  Brace  Bieh. 
an  Environmental  Defense  Fund  attor- 
ney and  an  expert  on  mternationa]  de- 
velopment policy,  offers  a  withering  cri- 
tique of  the  bank's  50  years  of  lending. 
This  badly  needed  analysis  exposes  the 
destructive  alliance  bersreen  the  bank 
and  national  ffovernments  thai,  in  the 
name  of  progress,  has  phmdered  natural 
resources  and  impoverished  millions. 
Drawing  on  case  studies,  official— and 
leaked— bank  and  government  docu- 
ments, and  his  own  experience.  Rich 


World  Bank-sjyie  dev-i  ot  merr  :k-n  hSs 
U  -.  r  its  promised  economic  payoff 
but  also  that  :t  ha;  rear.  *a  prime  accom- 
plice ir.  a  :uiet  — ar  agamst  the  hvershy 
of  huiaankiDd* s  cultures  aod  our  plan- 
et's biological  inheritance,'' 

In  Rich's  view,  tie  bark's  'damaging 
course  was  set  during  Rorerr  McNama- 
ra's  k*>>->-  tenure  as  president.  3y  29SL 
he  says.  MolNamara";  grandiose  agenda 
to  nek;  the  world";  rarai  poor  consumed 
some  31  %  of  the  bank's  y^-al  loan  eom- 
rutrteuts.  Iniring  the  same  period,  the 
bank  adopted  *s  technocratic  approach'" 
that  tushed  large- scale.  :a.t:tal-ut-rsrve 
technologies—  rack  as  darts— ark  imple- 
mented a  tot-down,  tlanning  process  to 
set  i  en  ding  triorities. 

Rick  t resents  ample  evidence  that  by 
the  late  iHsif;  the  fruit  of  tnese  inn  tva- 


oru 


tioos  was  laOnre  and 

•  Poverty  :  -  okat 
:  c  expor -oriented  agrirkture 
rial  forestry,  and  cattle  ranc 
stroyed  miffions  of  acres  of  tn 
rests  Many  t  r  .  •  •  t-  failed 
;  r  :      :  technologies  an;  develops 
schemes  arsrkuatle     -  local  sokal 
eo:n:rru.  condkiorts.  Indeed,  in 
hank  review  of  52  agricultural 
artmved  mostly  between  hJ~3  and 
45 \  kd  net  meet  their  goals. 

Rim  als:  documents  h:w  dams,  1 
ways,  ana  expom-agriruture 

•  •  Tkailan:  :  I  run.  nave  kstu- 
••  ..  0-  of  :•  •  •  ..:  :  tribal  pe  t  e; 
ing  them  in  p.verty  v  :  "  g 
environment.  In  Ink  a  u:ne.  ne 

if  _  level  t  men:  -  ••  >  have 
-  •  :  •:  s  ue  _'   -  since 

i.   •  portray;  the  bank  bureat 
as  arrogant,  se.retive.  an;  det 
to  lend  at  all  costs,  even  when 
olate  its  social  and  environmental 
ore;.  Hk  kt.es  outside  review;  and 
dotal  evidence  that  the  bank 
repeatedly  punted  money  onto 
against  its  :rvn.  extern;'  advice: 
its  own  board,  which  approves 
and  failed  to  enact  promised  refo: 

Indeed,  ru.k  ;-:ntends  that  desp-i 


Place  To  Buy  Hats. 
New  York,  NY. 


Best  Night's  Sleep. 
3,400  Locations.  World wid I 
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-800-528- 
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neralded  "greening" 
on  the  bank  in  the 
80s  by  environmen- 
and  indigenous  peo- 
the  bank  is  still 
d  on  destructive, 
:h  projects.  For  in- 
,  only  1%  of  its  1991 
■  lending  backed  en- 
■fficient  projects, 
ver,  a  1993  internal 
t  of  the  bank's  $140 
portfolio  found 
of  recently  evaluat- 
ijects  didn't  adhere 
al  and  environmen- 
licies  or  failed  to 
performance  goals, 
m  15%  in  1981. 
i  blames  a  variety 
■rnal  and  external  pressures.  De- 
lg  countries  often  seek  loans  and 
ts  that  serve  their  own  political 
is  and  elites.  And  since  the  early 
idustrial  countries,  which  control 
ard,  have  pushed  for  more  lending 
p  poor  nations  bolster  exports— 
latural  resources  and  commodity 
Iture— to  reduce  their  balanee-of- 
nts  deficits. 

e  fundamentally,  Rich  argues,  cen- 
d,  large-scale  development— the 
model— doesn't  relieve  poverty 


ich  contends  that 


the  bank's  policies 
have  fostered  economic 
failure  as  well  as 
ecological  havoc 


MORTGAGING 
THE  ^  EARTH 

THE  WORLD  BANK, 
ENVIRONMENTAL 
IMPOVERISHMENT, 
AND  THE  CRISIS 
OF  DEVELOPMENT 

BRUCE  RICH 


or  create  ecologically  sustainable  devel- 
opment. He  points  to  a  variety  of  small 
aid  programs,  well  known  among  ex- 
perts, that  show  that  successful  aid  to 
the  poor  requires  projects  and  low-im- 
pact technologies  tuned  to  local  social, 
ecological,  and  economic  conditions. 

How  to  shape  up  the  bank?  First, 
says  Rich,  slow  down  lending,  to  mini- 
mize damage.  Create  a  competitive  net- 
work of  alternative  agencies,  with  year- 
ly budgets  as  low  as  $50  million,  to 
make  small  loans  to  communities,  busi- 


nesses, and  farmers. 
Make  the  bank  more 
open,  accountable,  and  re- 
sponsive—perhaps by 
creating  an  outside  com- 
mission to  look  into  com- 
plaints of  human  rights 
and  environmental  abus- 
es and  issue  binding  rec- 
ommendations. Industrial 
countries.  Rich  adds,  must 
stop  using  the  bank  to  ad- 
dress the  debt  crisis  and 
forgive  debt  instead. 

Mortgaging  the  Earth  is 
loosely  organized  and,  in 
spots,  loosely  reasoned.  It 
too  often  slides  into  jar- 
gon or  hyperbole.  And  a 
section  on  the  philosophi- 
cal basis  of  modern  development  begin- 
ning with  Descartes  and  Bacon  is  but 
one  place  where  Rich  seems  out  of  his 
depth.  Still,  this  merciless  evaluation 
should  help  provoke  an  overdue  debate 
about  the  bank's  future.  (Bank  officials 
are  preparing  a  rebuttal.)  Given  its  influ- 
ence over  the  destiny  of  millions,  as  well 
as  global  environmental  pressures,  the 
World  Bank  needs  far  greater  scrutiny. 

BY  EMILY  T.  SMITH 
Emily  Smith  is  nrsixEss  week's  sci- 
ence editor. 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


m 't  take  chances. ..Get  the 
mate  protection:  Back- UPS 
nAPC." 


Back-UPS 


2    5  0 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPSs)  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


APC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
are  safe! 


AMERICAN  POWER  CONVERSION 

800-800-4 APC,dept.j3 

Businessweek's  #  1  Hot  Growth  Company!(NASDAQ:APC;C) 


You  have  no  water  or  coolant. 
You  have  50  miles  of  desert  to 
cross.  You  have  two  choices. 
You  can  ride  or  drive. 


EVEN 


WITHOUT 


A  DROR 


OF  ENGINE 


COOLANT, 


IT  CREATES 


A  HIGHER 


STANDARD. 


Northstar  System:  3  2-Vahe,  295-HP  VS  •  /W-. 


Seville  STS 

Creating  A  Higher  Standard 


i  Always  wear  safct)  belts,  even  with  air  bags.  6  1993  CM  Corp.  All  rights  reserved  <;\I)IU..\( :.  \()K  I  IIS  I  \K.,Sh\  I  I.I.I- 


n 


sion  •  Traction  Control  •  ASS  •  Speed-Sensitive  Steering  •  Plus  Dual  Mr  Hags  •  6W/  1-80O-333-4CM) 


lost  any  car,  a  total  loss  of 
t  could  leave  you  stranded, 
it  in  the  Seville  STS  with 
>rthstar  System  by  Cadillac, 
sc  its  patented  Northstar 


V8  is  so  adaptive  that,  if  necessary 
for  your  safety,  it  is  engineered  to 
sense  major  engine  coolant  loss 
automatically.  It  then  begins 
alternately  firing  and  air-cooling 


its  two  banks  of  cylinders  to  help 
prevent  overheating.  The  result: 
you  could  travel  up  to  50 
miles-even  in  desert  heat- 
without  a  single  drop")  of  coolant. 


Economic  Viewpoint 


INFORMATION  HIGHWAY 
ROBBERY 


BY  PAUL  CRAIG  ROBERTS 


Does  the  FCC  think 
the  capital  needed 
to  build  the  high- 
speed digital 
network  grows  on 
trees?  Then  why 
is  it  regulating  the 
cash  flow  of  cable 
companies? 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


The  Federal  ( '< mimuniVations  Commission's 
latest  dictate,  which  collapsed  the  Bell 
Atlantic-TCI  merger  and  hopes  of  an  ear- 
ly Information  Superhighway,  could  have  come 
straight  out  of  the  pages  of  Ayn  Rand's  Atlas 
Sli  rugged.  The  government  bureaucrat,  Reed 
E.  Hundt,  a  friend-of-Bill  anointed  as  FCC  chair- 
man, and  his  bureaucratic  economists  think 
they  know  the  appropriate  price  of  cable  ser- 
vices. Roll  back  your  rates  7%,  they  ordered, 
with  no  regard  to  the  impact  on  cash  flow,  fi- 
nance, technological  innovation,  product  de- 
velopment, jobs,  national  income,  and  the  larg- 
est merger  in  history. 

The  hubris  of  the  regulatory  bureaucrats 
is  staggering.  If  these  people  had  the  tiniest 
fraction  of  the  knowledge  to  which  they  pre- 
tend, they  would  be  making  hundreds  of  mil- 
lions of  dollars  putting  together  deals  on  Wall 
Street,  instead  of  sabotaging  important  market 
developments. 

The  merger  would  have  brought  together 
tci's  high-capacity  networks  and  programming 
experience  with  Bell  Atlantic  Corp.'s  access  to 
capital  markets  and  the  switching  technology 
that  permits  two-way  communications  on  inter- 
active TV.  Here  were  two  companies  prepared 
to  bring  into  being,  at  considerable  risk  to 
themselves,  the  fabled  superhighway— rolling 
wire  and  wireless  service,  video-on-demand, 
and  interactive  media  into  one  product. 
MORE  GUESSWORK.  As  in  any  business  ven- 
ture, the  deal  depended  on  financing,  and  the 
financing  for  the  $33  billion  transaction  was 
complex.  Key  variables  were  the  market  price 
of  Bell's  stock  and  the  cash  flow  from  TCl's  ca- 
ble service.  All  of  TCl's  cash  flow  comes  from 
cable.  The  rate  rollback  reduced  the  cash  flow 
and  cut  the  ability  of  the  planned  merger  to 
raise  new  capital  by  at  least  $900  million  a 
year,  according  to  The  Wall  Street  Journal. 

As  every  economist  knows,  there  is  no  eco- 
nomic basis  for  Hundt's  decision.  Why  a  7% 
rollback  instead  of  8%,  or  5%,  or  15%?  Indeed, 
the  7%  came  on  top  of  a  recent  10%  rollback. 
The  additional  7%  is  an  Fee  admission  that 
its  previous  10%  was  an  incorrect  amount. 
There's  no  reason  to  believe  they  have  it  right 
this  time,  either.  Thus,  anyone  in  the  cable 
business  has  reason  to  expect  further  FCC-or- 
dered price  rollbacks. 

This  is  especially  true  if  the  real  basis  of  the 
FCC's  action  is  pandering  to  the  staffs  of  two 
congressional  committees,  which  in  turn  are 
catering  to  consumer-activist  groups,  them- 
selves unknown  to  most  cable  subscribers  in 
whose  names  they  speak.  A  handful  of  arro- 
gant people  have  taken  it  upon  themselves  to 
price  cable  services. 


The  Fee's  pricing  decision  ignored  the 
to  consumers  of  expanding  cable  markets 
the  services  of  the  Information  Superhigh 
One  wonders  where  the  FCC  and  the  consil 
activists  think  the  investment  capital  ii 
ing  to  come  from  to  construct  that  higl 
when  they  cut  private  enterprise  off  fro 
nancing  by  regulating  cash  flow.  Cable  co 
nies  are  not  luxuriating  in  profits:  Thej 
leveraging  their  cash  flow  to  get  loans  in  < 
to  expand  their  markets. 
DEAD  DEALS.  Hundt's  folly  has  implication 
beyond  the  blocked  merger.  The  value  < 
cable  companies  and  the  value  of  all  pote 
mergers  have  been  reduced.  Billions  of 
lars  in  financing  have  been  chased  away 
deals  that  were  in  the  works.  Falcon  ( 
Systems  Co.,  for  example,  responded  tc 
FCC's  pricing  of  its  product  by  shelving  a 
itial  public  offering  that  it  was  countin 
for  improvements  and  debt  repayments 
has  announced  a  50%  reduction  in  its 
capital  spending,  and  Charles  F.  Dolan,  foij 
of  Cablevision  Systems  Corp.,  says  the 
action  will  have  a  severe  impact  on  ft 
business  developments.  University  of  Calif 
economist  Thomas  Hazlett  says  the  FCC 
undertaken  to  provide  consumers  with  "a 
er  quality  cable  package  at  a  lower  pi 
That  always  happens  when  regulators  sqi 
profits  and  innovation  out  of  markets. 

The  curtailment  of  financing  for  the  ini 
tive  industry  is  only  the  tip  of  the  FCC's  i 
latory  iceberg.  The  real  import  of  the  dec 
is  the  announcement  of  "cost-of-service' 
regulation.  The  FCC  has  no  basis  whatsc 
upon  which  to  determine  the  value  of  th 
tangible,  nonhomogeneous  assets  of  11,00 
ble  systems.  By  substituting  its  ignoranc 
the  market,  the  FCC  is  guaranteeing  tha 
sources  will  be  diverted  from  product  dev 
ment  and  technological  innovation  to  c< 
less  lawsuits.  Already,  the  National  C 
Television  Assn.— stung  by  billions  of  dolla 
lost  revenues  from  the  prior  10%  price] 
back— is  taking  the  FCC  to  appeals  court.  1 
the  bureaucrats  begin  calculating  the  co:| 
service  rates  for  each  of  the  11,000  cable 
panics,  the  capital  that  would  have  buill 
superhighway  will  flow  into  lawyers'  poc 

There  could  be  a  silver-  lining  in  the  set 
if  it  causes  the  Clinton  Administration  t 
think  its  reversal  of  the  deregulatory  t 
dating  back  to  President  Carter.  The 
against  regulation  will  become  ever  morii 
parent  as  satellite  transmission  brings  inc] 
ing  competition  to  the  cable  market.  The 
cy  we  are  witnessing  at  the  FCC  is  good  rtl 
to  get  the  agency  out  of  cable  regulation, 
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what 

w  e 
have 


here 

is 

a 

failure 

to 


com       munic  ate. 


  €it 99d  USFfi 

vlaybe  it  isn't  insurance  that's  difficult.  Maybe  it's  simply  the  amount  of  detail  that's  needed  in  policy  language.  That's 
he  nearly  4,000  independent  agents  of  USF&G  speak  to  you  in  plain  English.  We're  a  company  committed  to  the  radical 
•n  that  customers  ought  to  understand  what  they're  buying.  [  Everything  we're  doing  is  directed  towards  simplifying 
:larifying  the  entire  process.]  By  reinventing  our  talents  and  technologies,  we're  out  to  change  the  very  nature  of 
;rty.  casualty  and  life  insurance.  That  way.  it's  easier  for  you  to  make  the  judgments  that  make  your  money  work  harder. 
I  that  should  make  you  breathe  easier.]  Ask  an  independent  agent  about  USF&G, 
ind  out  how  we'd  handle  your  business  or  personal  insurance  I  hint:  differently]. 

DIFFERENCE  IS  UNDERSTANDING5" 


U  S  F+G 


ver  one  million  two  hundred 


thousand  rivets   were  used.  Is 


there  one  that  is  most  important? 


orking  in  unison  to  execute  a  well 


thought-out  plan.  Bringing  a  variety  of  com- 


ponents together  to  achieve  your  goal.  No 


one  element  is  more  important.  Except  may- 


be the  rivet  that  was  first.  The  beginning. 


Bank  of  America 


Economic  Trends 


EDITED  BY  MIKE  McNAMEE 


DOES  HEALTH  REFORM 
DEAL  BUSINESS 
A  SUCKER  PUNCH? 

Still  wondering  how  President  Clin- 
ton's health-care  reform  plan  pro- 
poses to  cover  39  million  uninsured 
Americans— a  task  estimated  to  cost 
$60  billion  or  more  a  year— with  only 
minor  tax  increases?  Look  no  further 
than  "community  rating,"  the  notion  that 
everyone  in  an  area  should  pay  the 
same  insurance  premium,  regardless  of 
age,  sex,  or  medical  history. 

Virtually  all  health  insurance  was 
community-rated  when  coverage  be- 
came widespread  after  World  War  II. 
But  commercial  insurers  grabbed  busi- 
ness away  from  the  nonprofit  Blue 
Cross  &  Blue  Shield  plans  by  offering 


HOW  CLINTON'S  COMMUNITY 
RATING  AFFECTS  COSTS 


Under  President  Clinton's  health-care  reform 
plan,  monthly  premiums  would  average  : 


FOR  WORKERS*  

 $160 

FOR  NONWORKERS**  

 $319 

But  a  concept  called  the  community  rate 
then  blends  these  premiums  together  for  an 
average  premium  payment  of: 


FOR  COMMUNITY  RATE  $182 


Workers  and  their  employers  would  pay 
1 4%  more  to  help  cover  the  cost  of  insuring 
nonworkers;  government  would  pay  less 
'EMPLOYER  WOULD  SHARE  IN  PREMIUM  PAYMENTS 
"GOVERNMENT  WOULD  PAY  MOST  OE  THE  PREMIUM 
DATA:  LEWIN-VHI  INC. 


lower  rates  for  healthy  groups.  That 
"cherry-picking"  raised  the  premiums 
for  those  remaining,  turning  communi- 
ty-rated plans  into  high-cost,  high-risk 
pools.  Reversing  that  trend  appeals  to 
health  reformers,  who  favor  community 
rating  to  spread  costs  evenly  and  elim- 
inate cherry-picking.  Under  Clinton's 
plan,  71%  of  the  population  would  be 
enrolled  in  vast  regional  insurance 
pools.  Within  those  pools,  insurers  could 
set  only  one  price  for  each  type  of  pol- 
icy (individual,  couple,  one-parent  fam- 
ily, and  two-parent  family).  Community 
rating  would  make  insurance  cheaper 
for  the  old  and  the  sick— albeit  at  the 
expense  of  the  young  and  the  healthy. 

For  government,  community  rating 
has  another  appeal:  It's  a  financial  bo- 
nanza. Under  Clinton's  plan,  govern- 
ment has  responsibility  for  covering 
nonworkers— the  unemployed  and  early 
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retirees— whose  medical  bills  run  twice 
as  high  as  the  tabs  for  workers  and 
their  dependents.  Health  economists  at 
Lewin-VHI  Inc.  of  Fairfax,  Va.,  calcu- 
late that  pooling  nonworkers  with  work- 
ers through  community  rating  would 
cut  the  average  monthly  premiums  for 
nonworkers  from  $319  to  $182  (table). 
The  difference  would  be  made  up  by 
businesses  and  workers,  whose  premi- 
ums would  climb  14%.  The  result:  $45.2 
billion  in  costs  shifted  from  government 
to  the  private  sector. 

Businesses  trying  to  fight  this  hidden 
tax  have  few  places  to  turn.  Corporate 
America's  favorite  health-reform  alter- 
native, written  by  Representative  Jim 
Cooper  (D-Tenn.),  also  embraces  com- 
munity rating.  Indeed,  Cooper's  smaller 
insurance  pools  may  be  worse  than 
Clinton's.  Cooper  would  put  the  bur- 
den of  subsidizing  nonworkers  entirely 
on  small  businesses  that  choose  to  in- 
sure their  workers.  That  added  burden 
could  result  in  small  companies'— espe- 
cially those  with  healthy  workers— re- 
fusing to  buy  insurance,  thus  shrink- 
ing the  pools  even  further  and 
re-creating  the  spiraling  premiums  that 
eventually  killed  community  rating  in 
the  1960s. 


AMERICA'S  HOT  SPOTS 
ARE  OUT 

ON  THE  'EDGE'  

If  you're  going  where  the  lights  are 
bright  these  days,  you  may  not  be 
heading  downtown.  "Edge  cities"— typi- 
cally, new  areas  where  24,000  or  more 
jobs  are  concentrated  outside  traditional 
downtowns— are  expanding  rapidly,  ac- 
cording to  data  compiled  by  Strategic 
Mapping  Inc.  in  Santa  Clara,  Calif. 
Comparing  189  edge  cities  with  38  ma- 
jor urban  downtowns,  the  data  show: 

■  Downtowns  have  an  edge  in  jobs:  22 
of  the  top  40  job  centers  are  down- 
towns. But  each  of  the  top  18  edge 
cities  has  more  jobs  than  downtown 
Pittsburgh. 

■  The  13  richest  urban  areas  are  all 
edge  cities,  led  by  the  Bishop  Ranch 
area  east  of  San  Francisco  Bay,  Great 
Neck  on  Long  Island,  and  the  1-270  cor- 
ridor north  of  Washington. 

■  Small  companies  thrive  in  edge  cities: 
The  10  areas  with  the  highest  concen- 
tration of  companies  with  fewer  than  50 
employees  are  all  edge  cities. 

■  Edge  cities  are  fun.  When  areas  are 
ranked  by  the  number  of  restaurants, 
drinking  establishments,  and  nightclubs 
per  employee,  edge  cities  hold  8  of  the 
top  10  spots  on  each  list. 


WHY  LENDING 
BY  JAPAN'S  BANKS 
IS  SO  LETHARGIC 

Unlike  their  American  counterp 
Japanese  banks  are  allowed  to 
substantial  amounts  of  corporate  st< 
In  1991,  banks  held  more  than  20 
all  Japanese  corporate  equity.  B 
usually  carry  such  stock  on  their  b 
at  the  purchase  price,  arguing  tha 
unrealized  gains— known  as  "hidde 
serves"— could  stabilize  lending. 

Regulatory  changes  in  the  mid-. 
weakened  that  argument,  accordii 
economists  Sun  Bae  Kim  and  R£ 
Moreno,  two  researchers  at  the  F 
al  Reserve  Bank  of  San  Francisc 
negotiating  international  capital 
dards  embodied  in  the  so-called  '. 
Accords,  the  Bank  of  Japan  woi 
right  for  Japanese  banks  to  count 
of  their  hidden  reserves  against 
agreement's  requirement  of  an  8% 
ital-to-assets  ratio.  At  the  same 
the  central  bank  backed  off  its  : 
oversight  of  bank  lending.  The  r< 
Lending  by  Japanese  banks  has  be 
far  more  sensitive  to  stock  market 
tuations.  The  sharp  fall  in  the  N 
stock  market  since  early  1989 
slashed  banks'  hidden  reserves  by 
and  that,  the  researchers  say,  is  { 
jor  factor  in  "the  recent  episode  of 
gish  growth  in  lending  in  Japan." 


GIVE  ME  YOUR  TIRED, 

YOUR  POOR, 

YOUR  HEALTHY  I 

■  mmigrants  are  healthier  than  nf 
I  born  Americans.  That's  the  ccl 
sion  reached  by  a  team  led  by  Gel 
town  University  researcher  ElizI 
Hervey  Stephen  after  examining 
and  1990  data  from  the  National  C 
for  Health  Statistics.  The  trend 
even  when  adjusted  for  the  re' 
youth  of  recent  immigrants:  13.! 
recent  immigrants  spent  four  or 
days  a  year  in  hospitals,  for  exa 
compared  with  18.9%  of  longtim 
migrants  and  21.1%  of  native 
Americans.  Stephen  and  her  co-w< 
aren't  sure  why.  It  could  be  that  1 
ier  people  tend  to  immigrate  oi 
recent  immigrants  lack  health 
ance.  Whatever  the  reason,  the 
casts  doubt  on  the  charge  of  anti- 
grant  groups  that  newcomers  dra 
economy  by  using  a  disproport 
amount  of  the  nation's  health  sei 
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ORE  JOBS  +  PRODUCTIVITY 
I  FREE  LUNCH 


NEARIMG 
EMPIOYMENT? 


FEB.  '94 


DATA.  LABOR  DEPT. 


he  recovery  is  three  years  old  this  month.  From  its 
shabby  beginning,  it  has  grown  into  a  solid  expan- 
sion that  now  garners  rising  optimism  from  house- 
and  businesses,  respect  from  the  Federal  Reserve, 
sar  from  the  bond  market.  The  question  now:  Is  the 
my  growing  too  fast  to  contain  inflation? 

The  recent  strength  is  im- 
pressive. Following  last  quarter's 
7.5%  growth  rate,  the  economy 
has  retained  considerable  mo- 

■ mentum  this  quarter,  especially 
in  the  consumer  sector.  The  in- 
dex of  leading  indicators  contin- 
ued to  rise  in  January,  helped 
by  a  sizable  contribution  from 
materials  prices.  And  the  Labor 
Dept.'s  new  measure  of  jobless- 
ness has  fallen  sharply,  suggest- 
at  full  employment,  and  thus  wage  pressures,  may 
ser  than  previously  thought  (chart), 
/ever,  all  this  ignores  two  important  differences 
sn  this  expansion  and  those  in  the  past.  First,  pro- 
ity  growth  has  accounted  for  a  larger  share  of  eco- 
growth  during  this  recovery  than  in  any  of  the  up- 
since  1960— and  by  a  wide  margin.  And  second,  in  no 
us  expansion  has  the  pricing  power  of  U.  S.  com- 
been  so  limited  by  global  competition.  That's  why, 
ne,  the  economy  can  enjoy  a  solid  expansion  while 
iting  far  less  price  pressure  in  the  process, 
■ed,  in  January  and  February  the  Federal  Reserve 
"only  limited  price  pressures"  in  its  survey  of  re- 
economic  activity  prepared  for  its  Mar.  22  policy 
g.  At  the  same  time,  the  Fed  noted  that  the  econ- 
3xpanded  moderately"  despite  unusually  severe 
?r  in  the  East  and  Midwest.  It  also  said  that  man- 
ning activity  increased  and  merchants  expect  "solid 
jowth  in  coming  months." 

HD  JOB    Judging  by  the  Labor  Dept.'s  latest  re- 

1$,  AND    ports  on  employment  and  productivity, 

I  MAY  thjg  happy  blend  of  solid  growth  and  low 
OMINP  "  ° 

inflation  should  continue.  Despite  more 

id  snow,  U.  S.  payrolls  bounced  back  from  their 
;r-  and  earthquake-depressed  showing  in  January, 
•ies  added  217,000  jobs  in  February,  after  no  growth 
lary  In  the  past  six  months,  job  growth  has  aver- 
.70,000  per  month,  and  the  gains  have  been  the 
st  in  five  years. 


The  Labor  Dept.  noted  that  some  of  the  February  re- 
bound reflected  the  return  of  workers  that  nature  had 
waylaid  in  January.  However,  Labor  said  the  weather 
also  hit  February  employment  in  manufacturing,  con- 
struction, and  in  several  service  categories,  such  as  amuse- 
ment and  recreation.  As  a  result,  job  growth  in  March 
could  be  quite  strong,  given  normal  weather. 

The  winter  storms  especially  left  their  mark  on  hours 
worked.  The  workweek  dropped  from  January's  five-year 
high  by  30  minutes,  to  34.3  hours  in  February.  Weekly 
hours  in  manufacturing  plunged  42  minutes,  to  41.1  hours, 
from  January's  record  high.  Lost  work  time  should  be  re- 
covered in  March;  so  too  for  output  and  pay. 

One  of  the  most  impressive  features  of  the  February 
job  report  was  the  drop  in  the  unemployment  rate  to 
6.5%,  from  6.7%  in  January.  Using  Labor's  more  accurate 
measure,  joblessness  has  fallen  by  a  full  percentage  point 
during  the  past  six  months,  a  considerable  tightening  in  la- 
bor market  conditions  over  such  a  short  span. 


PRODUCTIVITY  GAINS 
CUT  LABOR  COSTS 


NONFARM  r-, 


I FACTORIES  Does  that  mean  faster  wage  growth  is 
LEAD  THE  about  to  set  the  wage-price  spiral  in  mo- 
EFFICIENCY  tjon?  Not  likely,  at  least  for  1994.  One 
PUSH  reason:  Productivity  gains  are  holding 

down  unit  labor  costs,  especially  in  manufacturing,  re- 
moving some  of  the  need  for  companies  to  hike  prices.  Be- 
sides, resistance  to  higher  prices  remains  strong. 

Fourth-quarter  productivity 
growth  was  stunning.  Revised 
data  show  that  nonfarm  output 
per  hour  rose  at  an  annual  rate 
of  6.1%,  instead  of  4.2%  as  origi- 
nally reported.  It  was  the  best 
quarterly  performance  in  eight 
years,  and  it  followed  a  4%  jump 
in  the  third  quarter.  Since  wages 
and  benefits  rose  2.8%,  unit  labor 
costs  fell  3.1%,  the  largest  drop 
in  a  decade  (chart). 

In  economics,  productivity-driven  growth  is  as  close 
as  you  get  to  a  free  lunch.  Consider  the  manufacturing 
sector.  The  jobless  rate  dipped  to  only  6.1%  in  February, 
and  annual  growth  in  factory  wages  has  accelerated  to 
3.5%,  from  2.3%  six  months  ago.  With  inflation  less  than 
3%,  real  factory  wages  are  now  rising. 

But  because  of  the  productivity  push,  including  a  7.2% 
surge  in  the  fourth  quarter,  factory  unit  labor  costs  have 
declined  2.8%  over  the  past  year.  As  a  result,  factories  can 
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UNIT  LABOR  COSTS 
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VEHICLE  SALES 
STAY  IN  HIGH  GEAR 


raise  workers'  real  wages  without  big  hikes  in  prices  and 
without  taking  a  bite  out  of  their  profits. 

If  wage  pressures  are  going  to  emerge,  they  are  most 
likely  to  show  up  first  in  the  service  sector,  where  pro- 
ductivity gains  have  been  less  dramatic  and  where  there 
is  less  global  competition  than  in  manufacturing. 

Even  so,  productivity  growth  has  been  sufficient  to 
hold  the  pace  of  service-sector  unit  labor  costs  to  about  2% 
during  the  past  year,  the  slowest  in  decades.  And  job- 
lessness in  services,  at  6.5%  in  February,  should  decline 
more  slowly  than  in  manufacturing,  since  efforts  to  in- 
crease service  efficiency  lag  behind  those  at  factories. 

That  lag  is  one  reason  why 
factory  workers  have  garnered 
better  pay  raises  than  those  in 
services,  which  employ  nearly 
80%  of  all  workers.  As  a  result, 
hourly  wage  growth  in  the  total 
nonfarm  sector  has  averaged 
about  2.5%  for  two  years.  So  far 
in  this  expansion,  most  employ- 
ees have  been  able  to  boost  their 
weekly  pay  only  by  putting  in  a 
longer  workweek. 
In  February,  the  shorter  nonfarm  workweek  offset  a 
0.2%  rise  in  hourly  pay,  so  the  average  weekly  paycheck 
dropped  a  sharp  1.3%.  The  fall  suggests  the  wage  and 
salary  component  of  personal  income  was  weak  last 
month,  although  a  rebound  from  the  losses  caused  by 
the  earthquake  should  help  to  lift  overall  income. 
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Looking  ahead,  a  greater  demand  for  la- 
bor means  that  skilled  workers  in  both 
manufacturing  and  services  may  finally 
see  bigger  pay  raises  this  year.  If  so,  fat- 
ter paychecks  may  replace  last  year's  wave  of  mortgage 
refinancings  as  the  fuel  for  consumer  spending.  The  Fed- 
eral Reserve's  regional  survey  also  noted  that  rising  in- 


CREDIT-CARD  US 
FUELS  A  DEBT  Rl 


terest  rates  have  already  slowed  refinancing  activ 

Still,  consumers  were  off  to  a  hot  start  in  1994.  Tl 
spending  in  January  began  the  first  quarter  at  a  3.7% 
nual  rate  above  the  fourth  quarter,  proving  that  neit 
rain  nor  sleet  nor  earthquake  tremors  will  keep  si 
pers  from  their  appointed  rounds. 

Moreover,  the  latest  spending  news  looks  equally 
pressive.  Purchases  of  U.  S.-made  cars  and  light  tru 
rose  1.3%  in  February,  to  an  annual  rate  of  13.4  millj 
the  highest  pace  in  more  than  four  years  (chart).  And 
Johnson-Redbook  Report,  published  by  Lynch,  Jone^ 
Ryan  Inc.,  shows  that  sales  at  department  and  en 
stores  held  steady  last  month,  and  then  rose  0.7%  in 
first  week  of  March  from  February's  average. 

Likewise,  consumers  have  not 
pulled  back  on  borrowing.  In- 
stallment credit  rose  $6  billion 
in  January,  the  seventh  consecu- 
tive month  that  debt  increased 
by  more  than  $5  billion.  About 
half  of  the  $44  billion  borrowed 
since  July  has  come  from  re- 
volving debt,  which  includes 
credit  cards,  although  revolving 
credit  is  only  one-third  of  total 
debt  outstanding  (chart). 

The  ratio  of  debt  to  disposable  income  rose  to  16.55s 
January.  But  that  reflected  the  earthquake-related  J 
in  personal  income  rather  than  any  debt  problems  buikf 
in  the  household  sector.  For  the  rest  of  the  year,  ins] 
ment  debt  should  keep  rising  in  line  with  income  gai1. 

Rising  income  levels  and  increased  borrowing,  togeli 
with  steady  job  growth,  suggest  that  consumer  spenu 
may  be  more  of  a  power  in  the  U.  S.  economy  this  $ 
than  was  anticipated.  However,  as  long  as  these  same  e 
sumers  are  more  productive  at  work,  it  is  hard  to  an, 
that  a  quicker  pace  of  domestic  demand  will  lead  iijfc 
orably  to  a  faster  pace  of  inflation. 
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THE  WEEK  AHEAD 


BUSIHESS  INVENTORIES 


Monday,  Mar.  U,  10  cum. 
Manufacturing,  wholesale,  and  retail 
trade  inventories  probably  increased 
0.3%  in  January,  according  to  the  medi- 
an forecast  of  economists  surveyed  by 
MMS  International,  a  division  of  McGraw- 
Hill  Inc.  Business  inventories  were  flat 
in  December,  but  extreme  winter  weath- 
er caused  a  backup  in  stock  levels  in 
early  1994,  including  a  0.3%  advance  al- 
ready reported  in  factory  inventories. 

PRODUCER  PRICE  INDEX  -  

Tuesday,  Mar.  15,  8:30  cum. 

Producer  prices  of  finished  goods  likely 

rose  0.3%  in  February,  a  bit  faster  than 


the  0.2%  gain  in  January.  But  prices  at 
the  producer  level  have  hardly  budged 
over  the  past  year.  Excluding  the 
volatile  food  and  energy  sectors,  prices 
probably  rose  0.2%  in  February,  half  of 
the  increase  in  January. 

INDUSTRIAL  PRODUCTION  

Tuesday,  Mar.  15,  9:15  cum. 
The  MMS  median  forecast  calls  for  a  0.2% 
increase  in  output  in  February,  on  top  of 
a  0.4%  rise  in  January.  The  gain  is  sug- 
gested by  a  small  rise  in  factory  payrolls 
and  12  minutes  added  to  overtime.  Util- 
ity use,  which  jumped  3.5%  in  frigid 
January,  probably  fell  back.  Operating 
rates  for  all  industry  likely  held  steady 
in  February  at  January's  83.1%. 


CONSUMER  PRICE  INDEX  

Wednesday,  Mar.  16,  8:30  cum. 
Consumer  prices  probably  rose  by  (J 
in  February  after  unexpectedly  r< 
tering  no  change  in  January.  Exclul 
food  and  energy,  prices  likely  increi 
0.3%  last  month  after  edging  up 
0.1%  in  January. 

HOUSING  STARTS 


Wednesday,  Mar.  16,  8:30  cu  m. 
Housing  starts  probably  reboui 
slightly  in  February,  to  an  annual  ra 
1.32  million,  from  1.29  million  in 
uary.  The  recent  spike  in  long-ternJ 
terest  rates  pushed  builders  to  i 
construction  before  any  future  rate  U 
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.0  help  you  create  and  keep 
customers,  we  begin  with  this  piece 
of  advanced  technology. 


/e  couldn't  help  you  succeed  without 
the  ability  to  listen  to  you  and  your 
Tiers.  And  it's  the  foundation  of  our 
:ring  customerize™  philosophy, 
sing  proven  methodology,  Unisys 
es  professionals  will  work  with  you  to 
ierize  your  organization-and  enhance 
ipetitiveness-by  aligning  information 
ly  with  your  customer  service  goals. 
'formation  Planning  Process  teams 
th  Unisys  experts  to  create  a  practical 
int  for  enhancing  customer  service 
h  information. 


•tonve!"'ize\  kus'-ta-ma-rize'  \  vt 
o  make  a  company  more  responsive 
ts  customers  and  better  able  to  attract 
J  ones  2 :  to  customerize  an  organi- 
ion's  information  strategy,  e.g.,  to 
end  systems  capabilities  to 
d  locations  and  other  points  of 
tomer  contact  and  support  3 :  what 
isys  Corporation  does  for  a  growing 
ier  of  companies,  and  government 
ncies,  worldwide  syn  see  customer 

VICE.  COMPETITIVE  EDGE.  BUSINESS- 
tlCAL  SOLUTIONS.  REVENUE  GENERATION 


nisys  Process  Redesign  helps 
;ct  your  people,  processes  and 
lation  flow  to  increase  your  respon- 
ds to  customers.  As  a  Systems 
ution  leader,  we  design  solutions 

:ys  Corporation. 


for  real-world  multivendor  environments.      responsibility  for  your  IS  operations. 


And  Unisys  Outsourcing  frees  you  to  focus 


For  a  complimentary  customerize 


on  customer  service  while  we  shoulder      Services  Information  Kit,  call  us  at 


UNISYS 

We  make  it  happen. 


1-800-874-8647,  ext.  19.  Hear  for  your- 
self how  enhanced  customer  service 
can  make  a  strategic  difference  for 
your  business. 

CUSTOMERIZE  is  a  servicp  mark  of  Unisys  Corporation 
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MICROSOFT 
HITS  THE  GAS 

IT'S  BIDDING  TO  LEAD  THE  INFO  HIGHWAY  PACK 


Uicrosoj 


million  hue 


William  H.  Gates  III  has  a  lot 
of  ideas  about  how  the  Infor- 
mation Highway  should  he 
built  and  operated.  So  many  ideas,  in 
fact,  that  he  and  his 
No.  1  technology  guru, 
Nathan  Myhrvold,  are 
hoping  to  write  a  best- 
seller on  the  topic.  The 
book  could  be  out  by  late 
this  year. 

But  you  don't  have  to 
wait  to  learn  what  Gates 
has  in  mind:  After  a  year 
of  watching  other  compa- 
nies take  high  profile  posi- 
tions in  the  race  into  the 
digital  future,  Microsoft 
Corp.  is  finally  showing  its  hand.  In  ear- 
ly March,  the  software  giant  announced 
its  first  major  Information  Highway 
deals:  two  projects  with  ca 
ble-TV  titan  Tele-Communi- 
cations Inc.  The  first  is  a 
joint  venture  to  set  up  and 
test  an  interactive  cable 
system,  which  will  initially 
be  offered  to  Microsoft 
and  TCI  employees  late 
this  year.  The  second  is 
a  cable-TV  channel  for 
computer  owners. 

These  deals  are  only 
the  first  signs  of  a  more 
ambitious  agenda— not 
only  to  develop  the  Information  High- 
way but  to  transport  Microsoft  into  new 
markets  beyond  its  personal-computer 
empire.  The  key  is  a  massive  research 
effort  that  Gates  quietly  launched  three 
years  ago.  Called  Ad- 
vanced Technology 
group  (ATG),  the  R&D  lab 
has  grown  to  500  em- 
ployees and  has  an  annu- 
al budget  of  $100  million. 
ATG  is,  says  Myhrvold, 
Microsoft's  version  of  Bell 
Laboratories  or  Xerox 
Corp.'s  famed  Palo  Alto 
Research  Center  (PARC). 
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If  it  delivers  on  Myhrvold's  promises, 
ATG  will  put  Microsoft  firmly  on  the 
leading  edge— and  once  and  for  all  quiet 
critics  who  say  that  the 
company  is  mainly  an  adroit 
exploiter  of  existing  tech- 
nology. After  all,  Mi- 
crosoft's fortune  is  founded 
on  MS-DOS,  a  product  it  ac- 
quired. And  it  thrives  to- 
day on  Windows,  a  pro- 
gram that  draws  heavily 
from  Apple  Computer 
Inc.  and  Xerox  technolo- 
gies. "With  Nathan's 
group,  Microsoft  is  try- 
ing to  show  themselves 
as  a  creative  force  in  the  industry," 
says  William  Bluestein,  an  analyst  at 
Forrester  Research. 
"WE'RE  THE  LEADER."  It's  not  just  a  mat- 
ter of  pride.  The  age  of  double-digit 
sales  growth  in  person- 
al computers  is  coming 
to  a  close,  and  Gates 
has  been  warning  in- 
vestors that  Microsoft's 
growth  rate  is  bound  to 
slow— a  big  reason  the 
company's  stock  now 
trades  at  around  81,  well 
off  its  12-month  high  of  98. 
New  growth  will  come 
from  new  uses  of  micropro- 
cessors—in everything  from 
cars  to  fax  machines  to  the 
hardware  for  the  Info  Highway.  The 
most  critical  path  may  he  into  the 
home— via  interactive  cable  TV,  using 
PC-like  converter  boxes.  "The 
next  DOS  will  be  the  set-top 
box  and  its  software,"  says 
W.  Russell  Neuman,  a  fel- 
low at  Massachusetts  In- 
stitute of  Technology's 
Media  Lab.  "The  guys 
who  own  that  will  be  the 
next  Bill  Gates." 

Naturally,  the  current 
Bill  Gates  thinks  that 
should  be  him.  Gates 


predicts  that  many  of  the  earlier! 
ects— announced  with  fanfare  b}| 
companies  as  Oracle,  Bell  Atlantic 
Warner,  and  U  S  West  "will  provej 
dead  ends."  Already,  he  asserts:  * 
the  leader  on  the  Information  Hig 
Maybe  someday— it's  too  eai 
anoint  any  company.  Still,  as  the  \ 
largest  and  wealthiest  software 
oper,  Microsoft  has  a  huge  edge 
company  had  revenues  of  $3.8  bil 
its  fiscal  year  ended  June  30,  an 
lysts  expect  it  to  make  a  $1.3 
profit  on  $4.5  billion  revenues  fi 
current  fiscal  year.  Microsoft,  meai 
is  sitting  on  $2.5  billion  in  cash. 

But  Microsoft  may  not  prove 
much  of  a  player  outside  the  PC  n 
"Being  dominant  may  be  difficult 
Richard  Sherlund,  an  analyst  at 
man,  Sachs  &  Co.  "People  have 
guard  up."  That  may  be  why  Mici 
deals  with  TCI  are  more  limite( 
had  been  expected.  Another  i 


j  up  the  in-  myhrvold: 
isonalities  of    captain  of  the 
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in  C.  Malone, 

nrester's  Bluestein,  "might  be 
ing  two  scorpions  in  a  bottle." 
0s  no  question  that  Microsoft's 
ith  TCI  are  less  far-ranging  than 
ft,  a  venture  that  Microsoft  tried 
together  with  TCI  and  Time 
Inc.  last  year.  Had  it  clicked,  it 
lave  been  enough  to  make  Mi- 
the  software  standard-bearer  in 
:ve  TV.  Sources  close  to  the  talks 
reason  Cablesoft  never  got  off 
und  was  the  cable  companies' 
5  over  Microsoft's  demands.  Es- 
worrisome:  The  software  giant 
to  limit  the  use  of  competing 
software,  the  sources  say. 
r,  with  ATG,  Microsoft  is  betting 
levelop  the  software  that  man- 
e  Info  Highway.  So  far,  the 
has  proved  elusive.  Among  the 


earliest  projects  to  emerge 
from  the  research  unit,  none 
has  yet  scored  in  the  market. 
Nobody  is  more  aware  of  the 
odds  than  Gates.  He  says  the 
typical  ATG  project  will  take 
more  than  three  years  and 
has  "less  than  a  50%  chance 
of  working." 

five  degrees.  The  real  goal 
may  be  transforming  Microsoft  into 
more  of  a  techno-pioneer.  That's  Myhr- 
vold's  job.  The  34-year-old  Microsoft  se- 
nior vice-president  has  degrees  in  math, 
geophysics,  space  physics,  mathemat- 
ical economics,  and  a 
PhD  in  theoretical  phys- 
ics from  Princeton  Uni- 
versity. He  did  postgrad- 
uate work  under  famed 
Cambridge  University  as- 
trophysicist Stephen  W, 
Hawking.  At  Cambridge  in 
1983,  he  began  writing 
mathematics  software  and 
the  following  year  started 
his  own  software  company 
to  create  windowing  systems 
for  PCs.  Microsoft  bought  his 
company.  Dynamical  Systems 
Research,  in  1986,  and  he  be- 
gan working  on  Windows. 

Myhrvold's  basic-research  group,  Mi- 
crosoft Research,  focuses  on  technology 
to  make  software  "smarter"— easier  to 
use  and  more  capable  of  acting  inde- 
pendently to  help  humans  work  more 
effectively.  It's  headed  by 
Rick  Rashid,  a  computer-sci- 
ence professor  at  Carnegie 
Mellon  University  for  12 
years,  who  wrote  Mach,  a 
version  of  the  Unix  oper 
ating  system. 

The  biggest  group  in 
Advanced  Technology, 
though,  is  working  on 
the  Information  High- 
way. Called  Advanced 
Consumer  Technology 
(ACT),  it  is  headed  by 
Craig  Mundie,  the  for- 
mer chief  executive  of  Alliant  Computer 
Systems  Corp.,  a  failed  supercomputer 
company.  Mundie  says  supercomputers, 
designed  for  the  defense  industry,  are 
obsolete.  That  includes,  he  says,  the  "big 
iron"  approach  of  Mi- 
crosoft rival  Oracle 
Corp.,  which  is  betting 
on  supercomputers  from 
nCube  Corp.,  a  company 
that  is  owned  in  part  by 
Oracle  Chairman  Law- 
rence E.  Ellison.  Oracle  is 
testing  nCubes  for  video 
on    demand    with  Bell 
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GATES:  RIVAL  PLANS 
WILL  "PROVE  TO  BE 
DEAD  ENDS" 

Atlantic  and  British 
Telecommunications. 

Microsoft's  approach 
is  a  system  that  is  code- 
named  Tiger.  Running 
on  a  complicated  net- 
work of  PC  microproces- 
sors and  storage  devices, 
the  Tiger  file  server  fetches  sequences 
of  video  on  the  different  drives  and 
sends  them  to  homes.  Tiger  is  set  to 
emerge  from  the  lab  in  the 
fourth  quarter,  when  limit- 
ed tests  with  Microsoft 
and  TCI  employees  are 
scheduled.  A  large-scale 
trial  won't  begin  for  at 
least  another  year.  Then, 
Gates's  boast  of  Informa- 
tion Highway  leadership 
can  be  put  to  the  test. 
new  terrain.  For  now, 
the  company  will  pur- 
sue simpler  paths  to 
the  digital  future.  The 
first  project  is  a  test 
with  Pacific  Gas  & 
Electric  Co.  to  use 
tci's  cable  system  to  link  the  utility  and 
its  customers  to  manage  energy  con- 
sumption and  billing.  Next  up  is  Mi- 
crosoft's proposed  cable-TV  channel. 

Microsoft's  most  important  work  con- 
tinues in  secret  in  Myhrvold's  laborato- 
ry. And  there's  no  guarantee  it  will  ever 
pay  off:  Neither  Bell 
Labs  nor  PARC  made 
their  parent  companies 
leaders  in  computers. 
The  reason,  says  Myhr- 
vold, is  that  the  com- 
panies were  getting  them- 
selves into  unknown 
territory.  By  contrast,  all 
of  Microsoft's  research  is 
focused  on  software. 

Besides,  Gates  and  Myhr- 
vold know  that  if  they  don't 
forge  ahead,  they'll  be  over- 
taken by  companies  that  do.  "Anyone 
who  says  you  should  stick  to  your  knit- 
ting is  wrong,"  says  Myhrvold.  "And 
anyone  who  says  do  or  die,  create  some- 
thing for  the  sake  of  being 
different,  is  wrong,  too." 
Striking  a  balance  will  be 
key  to  putting  Microsoft  in 
the  Information  Highway's 
fast  lane. 

By  Richard  Brandt  in 
Redmond,    Wash.,  with 
Julia  Flynn  in  London, 
Amy   Cortese   in  New 
York,  and  bureau  reports 
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IS  IT  TOO  SOON 

TO  JUMP-START  ELECTRIC  CARS? 


More  states  are  mandating  them,  but  critics  say  better  alternatives  exist 


Starting  this  spring,  20  intrepid 
Boston-area  commuters  will  hop 
behind  the  wheels  of  electric  cars 
to  see  how  they  handle  the  rigors  of 
urban  travel.  The  outcome  may  not 
count  for  much  now:  12  Northeast  states 
and  the  District  of  Columbia  on  Feb.  1 
decided  to  follow  California's  lead  and 
force  carmakers  to  sell  electric  vehicles, 
starting  in  1998.  But  down  the  road,  the 
Boston  results  could  prove  compelling. 

The  backing  of  electrics  by  the  North- 
eastern states  and  California  leaves  auto 
makers  little  choice  but  to  gear  up  for 
mass  production  of  electric  vehicles— an 
effort  in  which  manufacturers  in  the 
U.  S.,  Japan,  and  Europe  all  contend 
they  will  almost  surely  lose  huge  sums. 
"It  will  be  very  difficult"  to  build  an  at- 
tractive, affordable  electric  car,  says  To- 
moyuki  Sugiyama,  a  Honda  Motor  Co. 
executive  chief  engineer. 
TEMPERAMENTAL.  The  big  question:  Are 
electric  vehicles  being  pushed  too  fast? 
Critics  argue  that  electric  vehicles  may 
not  actually  cut  smog  and  other  pollution 
in  the  Northeast.  That's  because  much  of 
the  region's  electricity  is  generated  by 
coal-  and  oil-fired  plants  that  themselves 
spew  out  plenty  of  nasty  pollutants. 

Moreover,  few  people  believe  that 
consumers  in  the  Northeast  will  em- 
brace this  new  breed  of  auto.  Battery 


INSIST  THEY'LL  LOSE  MONEY 


technology  hasn't  progressed  as  fast  as 
backers  had  hoped.  Today's  most  ad- 
vanced electrics— including  GM's  proto- 
type Impact— go  a  maximum  of  100  miles 
per  charge,  can  be  temperamental  in 
cold  weather,  and  will  cost  $2,000  to 
$15,000  more  than  conventional  cars. 

To  be  sure,  electric  buggies 
have  advantages.  It's 
easier  to  control  pollu- 
tion from  stationary 
generating  plants  than 
to  monitor  millions  of  peri 
patetic  tailpipes.  Moreover, 
the  electrics  don't  have  sen- 
sitive emission-control  systems  that  dete- 
riorate with  use.  That's  why  they  may 
be  right  for  places  such  as  Los  Angeles, 
where  electricity  comes  from  distant 
plants  and  where  air  quality  is  terrible. 

Several  studies  conclude  that  they'll 
help  improve  the  air  significantly  in  the 
Northeast,  too.  A  1992  paper  prepared 
for  the  Northeast  States  For  Coordinat- 
ed Air  Use  Management,  a  coalition  of 
eight  states,  predicts  that  electric  vehi- 
cles would  nearly  eliminate  emissions  of 
carbon  monoxide,  as  well  as  the  com- 
pounds that  help  form  ozone. 

That  may  be  an  overly  rosy  assess- 
ment, however.  A  few  researchers  think 
their  colleagues  may  have  made  opti- 
mistic assumptions  about  EV 


ELECTRIC  CARS:  THE  CASE  AGAINST 


AIR  QUALITY  gains  in  the  Northeast  may  be  minimal.  Some  studies  indi- 
cate that  coal-  and  oil-fired  generating  plants  in  the  region,  which  will  have 
to  ramp  up  to  power  the  cars,  spew  nearly  as  much  of  some  pollutants  as 
gas-powered  cars.  Natural-gas  vehicles  and  incentives  to  retire  old,  high 
polluting  cars  might  make  more  sense. 

HIW  BATTERIES  that  could  extend  electric  cars'  limited  50-  to  100-mile  driving 
range  likely  won't  be  commercially  ready  by  the  1 998  deadline,  despite  $260 
million  in  federal  and  private  spending  over  4  years. 

CONSUMER  ACCEPTANCE  may  be  weak.  Short  driving  range  aside,  severe  cold 
weather  can  disable  electric  vehicles  entirely  in  the  winter. 

LAWMAKERS  have  yet  to  come  up  with  consumer  incentives  needed  to  offset  the 
higher  price  tags  on  electric  cars,  which  are  expected  to  cost  from  $2,000  to 
$15,000  more  to  manufacture  than  comparable  gas-powered  vehicles. 
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efficiency  and  how  many  owners  will 
charge  batteries  at  night,  when  surp 
electricity  is  available.  If  they're  wro 
nitrous  oxide  emissions  could  incra 
Thomas  C.  Austin,  a  senior  partner 
Sierra  Research  Inc.,  thinks  they  wol 
double  in  Pennsylvania,  New  York,  i 
New  Jersey,  boosting  ozone  levels. 
winter-proof?  Some  Environmern 
Protection  Agency  researchers  have  sij 
ilar  concerns.  An  unreleased  1993  < 
study  obtained  by  BUSINESS  WEEK 
shows  increases  in  nitrous  oxide  ( 
sions  in  some  cases.  It  concludes 
C02  emissions  could  rise  substant 
too.  Top  agency  officials  initially 
to  quash  the  controversial  study.  M 
powerful  Democratic  Repn 
tative  John  D.  Din 
(Mich.)  demai 
its  release,  the 
EPA  brass  pull 
U-turn.  Richan 
Wilson,  head  of  the 
Office  of  Mobile  Sour 
says  the  study  will  be  released  in 
next  few  weeks. 

It's  not  clear,  either,  that  electric! 
hides  can  operate  in  harsh  winters  :1 
as  the  one  the  Northeast  is  enduii 
Passenger-compartment  heaters  uf 
lot  of  precious  electricity.  And  subfr 
ing  temperatures  can  reduce  bat] 
power,  too.  Those  factors  can  cut  r$ 
by  20%,  estimates  Jeff  Shimp,  a  se 
engineer  in  the  transportation  dej 
ment  of  Baltimore  Gas  &  Electric  h- 
which  maintains  a  fleet  of  seven  ele» 
minivans. 

Carmakers  and  critics  of  electric  « 
cles  contend  that  other  fuel  alternaljf 
improve  air  quality  nearly  as  muca 
far  less  cost.  Vehicles  that  use  P 
pressed  natural  gas  (CNG),  fo» 
stance,  run  extremely  c# 
Quicker  gains  still  wla 
come  from  fixing  or  retfc 
old  clunkers  with  bnt(i 
emission  equipment.  Aw 
inspection-and-mainteni 
program  proposed  bvi 
ERA  may  help.  But  even| 
plan  forces  repairs  onl 
to  $450,  not  enough  to  fix 
of  the  worst  offenders. 

In  the  end,  lawmakers  ir 
Northeast  may  be  better  off 
poning  the  push  toward  el( 
vehicles.  While  scientists  sor* 
whether  evs  will  actually  1 
fresh  air,  they  can  encourage 
pensive  alternatives,  such  as  . 
And  they  won't  risk  angering  cor* 
ers  who  buy  cars  that  haven't  quit? 
all  of  the  bugs  worked  out. 

By  David  Woodruff  i?i  Detroit,^ 
Mary  Beth  Regan  in  Washington 


Commentary/by  John  Carey 


BIG  BROTHER  COULD  HOBBLE  HIGH  TECH 


ike  some  techno-Santa, 
President  Clinton  swept 
into  office  laden  with 
ises  for  America's  high- 
industries— and  deliv- 
on  many  of  them.  The 
e  House  boosted  tech- 
y  funding,  eased  export 
ols  on  computers,  and 
mt  a  vision  for  a  nation- 
ormation  Highway, 
t  a  funny  thing  is  hap- 
g  on  the  way  to  high- 
nirvana.  Government 
ders  of  law  and  nation- 
•urity  are  warning  that 
'orld  is  still  too  danger- 
)  give  techies  free  rein. 
Pentagon,  which  sup- 
d  relaxation  of  export 
ails  last  year,  has  shifted 
to    a  cold-war-like 
e.  The  FBI,  fretting  that  the  Dig- 
ige  makes  it  harder  to  spy  on 
rials,  wants  expanded  powers  to 
1  the  Info  Highway.  And  the  Na- 
1  Security  Agency  is  trying  to 
ess  the  use  of  virtually  unbreak- 
'odes  by  foreign  terrorists, 
ese  are  all  legitimate  concerns. 
Droblem  is  that  the  spooks,  G- 
and  generals  have  persuaded  the 
I  House  to  back  initiatives  in  the 
of  law  enforcement  and  national 
ity  that  range  from  unfortunate 
iously  misguided— and  could  ham- 
I  the  advancement  of  technology. 
cey  wrench.  Consider  the  latest 
le,  the  so-called  digital  telepho- 
II,  an  FBI  proposal  embraced  by 
dministration  in  early  March.  It 
require  that  any  new  technology 
led  by  communications  common 
rs  permit  the  nation's  watchdogs 
vesdrop  on  calls  and  electronic 
It  would  also  require  phone  com- 
5  to  collect  "setup"  information— 
.lly  who  is  calling  whom— on  con- 
ns as  they  are  made.  As  a  result, 
s  could  watch  every  move  sus- 
make  on-line,  from  shopping  for 
is  to  breaking  into  data  bases, 
e  all  for  the  Information  Super- 
ay,"  explains  FBI  Director  Louis 
:eh.  "We  just  don't  want  a  super- 
ay  without  a  cop  on  it." 
the  current  proposal  goes  too 
t  turns  a  system  of  communica- 
lto  something  whose  purpose  is 
illance,"  says  David  Banisar,  pol- 
alyst  with  Computer  Profession- 
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SPOOKS  FEAR  OBSOLESCENCE 


als  for  Social  Responsibility,  an  advoca- 
cy group.  The  FBI's  past  record  of  ille- 
gal wiretaps  makes  it  hard  to  assume 
that  the  power  won't  be  abused. 

What's  more,  the  measure  might 
even  throw  a  wrench  into  the  develop- 
ment of  the  Infobahn.  Communications 
industry  officials  say  that  portable  per- 
sonal phone  numbers  are  one  innova- 
tion that  could  be  stymied  by  the  pro- 
posed rules.  When  the  numbers  are 
used  on  the  road,  the  call  can't  be 
picked  up  by  standard  wiretaps  on 
home  exchanges.  So  phone  companies 
would  have  to  install  cumbersome  tech- 
nology to  reroute  calls  back  to  the 
home  switch— or  not  offer  the  service 
at  all.  "The  thrust  of  the  bill  is:  If  we 
can't  tap  it,  you  can't  do  it,' "  com- 
plains David  J.  Markey,  vice-president 
for  government  affairs  at  BellSouth 
Corp.  "That  will  interfere  with  our 
ability  to  modernize  the  network." 

Just  as  ill-advised  are  attempts 
to  control  encryption  technology. 
Pushed  by  the  nsa,  the  White 
House  wants  companies  to  adopt 
the  "Clipper  chip,"  a  device  that 
turns  communications  and  files 
into  nearly  unbreakable  code. 
The  catch  is  that  the  feds  can 
open  a  "trap  door"  and  listen  in. 
To  encourage  use  of  the  chip,  the 
Administration  is  blocking  export  of 
rival  encryption  systems.  The  net  ef- 
fect could  be  disastrous.  The  law-en- 
forcement benefits  are  minuscule,  since 
terrorists  wouldn't  code  messages  with 
the  Clipper  chip.  And  with  equally  se- 


cure systems  available 
around  the  world,  the  export 
controls  could  end  up  cost- 
ing U.  S.  companies  up  to  $6 
billion  a  year  in  sales,  esti- 
mates the  Business  Software 
Alliance. 

So  why  is  the  White 
House  pushing  the  retro- 
grade notions?  One  reason  is 
the  Clintonites'  fear  of  ap- 
pearing soft  on  crime  and 
terrorism.  "No  one  wants  the 
head  of  the  FBI  walking 
around  saying:  'I  don't  have 
what  I  need  to  do  my  job,' " 
says  BellSouth's  Markey. 

Things  aren't  entirely 
bleak.  The  Administration, 
taken  aback  by  vehement 
opposition  from  industry, 
Congress,  and  civil  libertar- 
ians, is  suggesting  it  may  back  off. 
"People  are  willing  to  work  things  out," 
says  White  House  Staff  Secretary  John 
D.  Podesta,  who  is  involved  in  technol- 
ogy issues.  FBI  Director  Freeh  says 
he's  willing  to  accept  higher  hurdles 
to  get  court  approval  for  surveillance. 
And  there  are  tantalizing  hints  that 
the  White  House  is  reconsidering  its 
hard  line  on  the  Clipper  chip.  Such 
policy  shifts  would  go  a  long  way  to- 
ward avoiding  some  serious  bumps  on 
the  Information  Superhighway— and  re- 
store Clinton  to  the  techie's  pantheon. 

John  Carey  covers  technology  policy 
in  BW's Washington  bureau. 


art* 


Of  THl 


37 


AIRLINES  I 


SKY 

ANXIETY 


Faltering  partners  are  shaking  British  Airways'  strategy  of  global  alliances 


We're  not  your  sugar  daddy. 
That  was  the  message  British 
Airways  PLC  had  for  its  U.  S. 
partner,  USAir  Group,  on  Mar.  7.  The 
British  carrier,  which  has  invested  S400 
million  in  USAir  since  last  year,  decided 
it  wouldn't  pay  another  farthing  of  a 
promised  8450  million  until  the  American 
carrier  reversed  its  losses,  which  could 
total  more  than  S350  million  for  1994. 
Joint  marketing  and  purchasing  will  con- 
tinue, says  ba  Director  of  Strategy  Rog- 
er Maynard,  "but  we're  not  sure  we 
want  any  further  investment." 

Things  do  look  grim  for  USAir,  which 
suffers  from  high  costs,  fierce  competi- 
tion, and  a  total  of  S2.4  billion  in  losses 
since  1989.  But  overlooked  in  the  turmoil 
is  equally  troubling  news  for  British  Air- 
ways. That  carrier's  network  of  glottal 
alliances,  which  have  cost  the  carrier  SI 
billion  so  far,  has  gone  awry.  Each  of  its 
partners  is  weighed  down  by  difficult  la- 
bor negotiations,  overcapacity,  and  un- 
profitable routes.  The  stalled  strategy, 
forcing  capital  injections  and  write-offs,  is 
already  hurting  BA  profits.  And  BA's 
struggles  offer  a  warning  to  other  carriers 
bent  on  foreign  romances  of  their  own. 
"CODE-SHARING."  Under  Chairman  Colin 
Marshall,  the  S9.2  billion  British  carrier 
has  concluded  a  clutch  of  deals  since  1992 
(table).  Besides  the  USAir  deal,  BA  has 
bought  49.9%  of  TAT  European  Airlines, 
France's  largest  independent  carrier,  and 
launched  a  low-cost  German  carrier, 
Deutsche  BA.  To  serve  the  Pacific,  it 
bought  25%  of  Qantas  in  Australia. 

The  big  payoff  is  supposed  to  come 
through  coordinating  schedules  and  oth- 
er tactics— especially  "code-sharing." 
That's  where  a  computer  reservation 
system  lists,  say,  a  single  BA  flight  from 
Cleveland  to  Rome  but  automatically 
books  a  passenger  on  USAir  for  the  first 
leg  of  the  trip,  from  Cleveland  to  a  BA 
Kate  in  Pittsburgh. 


So  far,  the  costs  to  BA  have  far  out- 
weighed the  benefits.  Take  France's  TAT, 
a  S330  million  carrier.  BA's  stake  cost  it 
only  $22  million  last  year.  Yet  tat  ex- 
pects to  lose  S60  million  in  1994.  Part  of 
the  problem  lies  in  a  canceled  contract 
between  TAT  and  Air  France,  which  re- 
sents BA's  incursion.  Worse,  BA  has  had 
to  inject  S103  million  in  new  capital  this 
year  to  cover  the  losses  and  help  tat 
restructure. 

The  other  legs  in  BA's  global  stool 
are  shaky  as  well.  Deutsche  BA  is  losing 
money;  BA  won't  say  how  much.  Qantas 
lost  $260  million  in  the  year  ending  June 
30,  though  BA  expects  it  to  show  a  prof- 
it this  year.  Air  Russia,  a  venture  be- 
tween ba  and  some  Aeroflot  veterans, 
"has  no  immedi-     ^-  n. 


says  Maynard,  adding  that  BA's 
ment  has  been  minimal. 

It's  good  for  BA  that  its  core  o| 
tions  remain  relatively  strong.  Thanl 
part  to  healthy  bookings  on  its  fl 
from  Britain  to  Asia,  profits  for  the 
months  ended  Dec.  31  increased  31 
S657  million.  Revenues  rose  13%. 

Yet  since  early  February,  BA's  stc 
winner  in  1993,  has  dropped  14%,  to 
S6.18  a  share.  The  market  jitters  r 
the  tough  stretch  the  carrier  now  fa 
the  U.  S.  Especially  worrisome  are 
ernment  talks  over  the  Britain-U.  5 
services  treaty,  ba's  code-sharing  i 
with  USAir  expire  Mar.  17.,  and  botl 
riers  are  pressing  for  an  extension 
U.  S.  Transportation  Secretary  Fe< 
Peha  is  holding  the  extension  hosta^ 
til  Britain  frees  up  more  space  at 
don's  Heathrow  Airport  for  TJ.  S.  cai 
And  American  Airlines  Inc.  Chai 
Robert  L.  Crandall  is  lobbying  the  U 
scrap  all  talks  and  code-sharing 
sions  and  start  all  over  again. 
equity  loss.  Then  there  is  the  cri 
USAir.  ba's  toughness  could  shock  tl 
Air  unions  into  concessions.  "If  I  we 
Air,  I  would  not  be  upset  at  all  witl 
announcement,"  says  Duff  &  Phelps 
analyst  Robert  Decker.  "USAir  can 
as  a  bargaining  chip  with  labor."  Pe 
so— but  restive  unions  have  been  1 
to  wreak  havoc  on  U.  S.  carriers. 

Such  labor  turmoil,  as  well  as  a 
code-sharing,  would  seriously  unde 
the  value  of  BA's  USAir  link.  For  no 
ecutives  at  both  airlines  are  confidei 
won't  happen  and  that  ba's  vision 
tentes  mondiales  will  prevail.  Says 
nard:  "This  is  a  long-term  strateg 
whole  purpose  of  the  global  allianc 
to  secure  ba's  future  by  the  year 

The  pressing  question  is  whether  | 
alliances,  anchored  by  equity  stake 
offer  security  in  a  turbulent  industr 
lost  its  equity  in  Continental  Airlintl 
when  the  U.  S.  carrier  filed  for  banl> 
cy,  while  KLM  wTote  down  its  invesl 


ate  prospect  of 
starting  up," 


BAhok!s25% 
Investment 

§45o  nviluon 

'    l  c'  1993  bosses 


in  Northwest  Airlines  Inc.  A  pre 
alliance  of  KLM,  SAS,  and  two  othe 
riers  never  even  got  done.  BA  has 
to  do  before  it  shows  this  much-ba 
strategy  is  a  winner. 

By  Paula  Du-yer  in  L 
^\   with  Keith  L.  Alexander  in 
A|R  PRESSURE         burgh  and  bureau  reports 

British  Airways' 
troubled  alliances 
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MARTIN  MARIETTA 


te  falling  Pentagon  budgets,  it  keeps  buying  other  defense  contractors 


Augustine's  Laws,  his  1983  book 
management  aphorisms,  Martin 
irietta  CEO  Norman  R.  Augustine 
s  fellow  executives  to  try  to  con- 
leir  destinies.  "It  is  better  to  be 
srganizer  than  the  reorganizee,"  he 
as. 

one  seems  more  intent  on  heeding 
dvice  than  Augustine  himself.  As 
•enching  defense  restructuring  con- 
he  is  making  it  clear  that  Martin 
,ta  Corp.,  based  in  Bethesda,  Md., 
s  to  be  a  leading  survivor.  On 
J,  Martin  launched  a  $1.9  billion 
ly  tender  offer  for  the  stock  of 
nan  Corp.,  a  once  proud  maker 
vy  combat  aircraft 
has  strug- 
nce  military 
ing  peaked 
mid-1980s, 
le  deep  Pen- 
budget  cuts 
prompted  ri- 
sen as  Honey- 
""ord,  and  Gen- 
Electric  to 
;  from  some  de- 
activities,  and 
lers  to  diversify 
ivilian  markets, 
;tine  is  doubling 
ets  on  military 
ss. 

ISING  LINE.  Even 

the  Grumman  an 
iment,  the  58-year 
•mer  Pentagon  official  had 

to  spend  $3.2  billion  to  ac- 
3eneral  Electric  Co.'s  aero- 
division  and  General  Dy- 
5  Corp.'s  rocket  business. 

mergers— which  give  the 
ny  $13  billion  in  revenues 

backlog  of  $22.7  billion- 
Martin  Marietta  the  world's 
t  defense  electronics  com- 
tnd  one  of  the  largest  mili- 
ontractors.  Augustine  dis- 

the  notion  that  defense  is 
g  business.  Recent  turmoil 
I  "offers  even  more  reason 
strong  defense  budget,"  he 


tary  line— defense  electronics.  Martin 
has  historically  supplied  Army  ground 
forces.  Grumman  bolsters  the  compa- 
ny's ties  with  the  Navy,  a  likely  benefi- 
ciary of  a  Pentagon  push  for  a  more 
nimble  fighting  force.  The  merger 
"broadens  [Martin's]  client  base  just  as 
the  military  is  moving  toward  the  rapid- 
deployment  strategy,"  says  Thomas 
Meagher,  defense  analyst  for  brokerage 
Ehrenkrantz,  King,  Nussbaum. 

Although  Grumman,  based  on  New 
York's  Long  Island,  is  all  but  out  of  the 
airframe  business,  it  owns  some  lucrative 
contracts  (table).  One  is  J-STARS,  an  air- 
borne surveillance  system 
that  uses  modified  Boe- 
ing 707s  to  detect  and 
track  enemy  tanks,  heli- 
copters, and  troops.  An- 
alysts say  J-STARS  could 
be  worth  up  to  $10  bil- 
lion in  revenues  over 
10  years. 

The  Grumman  deal 
also  positions  Martin 


1 


le  integrating  yet  another 
ate  culture  into  Martin  is 
lting  challenge,  the  acqui- 
of  Grumman  strengthens 
mpany  in  a  promising  mili- 


DEFENSE  • 
WHAT  MARTIN  ELECTRONICS 

MA  pi  ETTA  CEEC  *     As  the  Pentagon  builds  a 

m  rmiMH aii        nimbler' h  gh  tech  m  1  ta  y 

I"  UKUmiHAIl  Grumman's  strong 

^                     _  _X_  electronics  businesses 

ununrKEUCr        '  •  cou'c'  flourish.  Grumman's 

BUSINESS             •  promising  J-STARS 

°  airborne  surveillance 

Grumman  has  devel-  system-designed  to  detect 

oped  a  lucrative  business  enemy  tanks,  helicopters, 
designing  sophisticated     '     and  troops-could  be 

information  systems  for  worth  up  to  $  10  billion.  * 

such  customers  as  NASA  . 

and  the  IRS.  .  •  1 

■   +  •  •  * 

AEROSPACE  •    •  "V:;«i 

Despite  Pentagon  cutbacks,  Grumman  can  count  on 
substantial  revenues  from  the  E-2c  patrol  plane,  which  it 
builds  for  the  Navy,  and  from  upgrading  more  than 
1,000  military  aircraft  still  in  service. 

t  .   •     .  .     DATA:  BUSINESS  WEEK        •  ^ 


military-derived  civilian  markets  as  wire- 
less communications  and  tracking  sys- 
tems for  commercial  aviation.  Analysts 
believe  that  by  melding  the  pieces  ac- 
quired from  GE,  General  Dynamics,  and 
Grumman,  Martin  will  become  the  only 
U.  S.  company  that  can  build  satellites, 
launch  them,  and  operate  them.  "Martin 
Marietta  is  creating  a  monopoly— almost 
a  cartel— in  space  systems,"  says  Richard 
Bitzinger,  an  industry  analyst  for  the 
Defense  Budget  Project,  a  Washington 
research  group. 

For  Grumman,  the  merger  closes  the 
book  on  one  of  the  most  storied  names 
in  defense  history.  When  the  end  of  the 
cold  war  left  the  military  with  a  glut 
of  aircraft  in  the  early  1990s,  Grumman 
watched  helplessly  as  the  Pentagon  halt- 
ed production  of  its  A-6  carrier-based 
bombers  and  F-14  interceptors  and  can- 
celed the  A/F-X,  the  company's  next-gen- 
eration attack  plane.  Grumman  direc- 
tors saw  the  company  losing  its  critical 
mass.  "This  was  going  to  make  it  very, 
very  difficult  to  compete,"  says  Grum- 
man Chairman  Renso  L.  Caporali. 
rosy  view.  Merger  talks  between  Grum- 
man and  Northrop  Corp.  fell  apart  as 
recently  as  late  February  when 
Northrop  couldn't  come  up  with  enough 
cash,  according  to  Grumman  filings  with 
the  Securities  &  Exchange  Commission. 
Augustine,  by  contrast,  was  flush.  So 
he  walked  away  with  Grumman  for  a 
mere  58%  of  sales,  says  Morgan  Stanley 
&  Co.  analyst  Philip  Friedman.  In  the 
1980s,  similar  purchases  fetched  as  much 
as  two  times  sales.  The  depressed  stock 
price— or  inside  information  about  the 
deal— led  investors  to  buy  up  Grumman 
options  and  stock  just  before  the 
1  merger  announcement.  The  SEC 
is  investigating. 

For  Augustine,  the  deal  is  a 
calculated  gamble.  The  defense 
budget  seems  to  have  stabilized: 
While  Pentagon  spending  on  pro- 
curement and  research  has  tum- 
bled 39%  from  its  1987  peak  to 
$91.2  billion  this  year.  President 
Clinton  recently  pledged  that  he 
will  not  cut  defense  further. 

But  the  future  of  post-cold-war 
defense  budgets  isn't  assured,  and 
even  cheap  assets  could  be  no 
bargain.  Augustine  "has  pur- 
chased some  interesting  proper- 
ties, but  they  may  have  outlived 
their  usefulness,"  warns  one  in- 
dustry consultant. 

Martin's  chief  remains  sanguine 
about  the  prospects  for  the  fu- 
ture. But  he  has  to  worry  that 
his  flurry  of  defense  bottom-fish- 
ing doesn't  violate  his  own  33rd 
law:  "Fools  rush  in  where  incum- 
bents fear  to  bid." 

By  Dean  Foust  in  Washington 
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THE  WHITE  HOUSE  I 


CAN  HILLARY  PUT  THE  PIECES 
BACK  TOGETHER? 


The  sharks  are  circling — so  she's  hitting  the  road  to  spruce  up  her  image 


illary  Rodham  Clinton  made  one 
tiling  perfectly  clear  during  the 
Presidential  campaign:  The  tal- 
ented, brainy  lawyer  wanted  a  seat  at 
the  power  table.  And  she  got  it,  crafting 
the  Administration's  health-care  plan 
and  advising  her  husband  on  White 
House  personnel  choices. 

But  now,  Clinton  is  learning  that  her 
trailblazing  role  carries  big  risks.  She 
is  a  key  figure  in  the  Whitewater  af- 
fair. Her  poll  numbers  are  sink- 
ing. And  she  has  become  a  light- 
ning rod  for  Republican  attacks 
on  the  President. 

White  House  aides  knew  they 
were  sailing  in  uncharted  waters 
when  the  First  Lady  decided  to 
combine  her  ceremonial  tasks 
with  policymaking.  For  a  while, 
she  managed  to  juggle  both  roles. 
But  her  complex  health-care  plan 
is  unraveling  in  Congress,  and 
some  of  her  choices  for  top  posts, 
such  as  Associate  Attorney  Gen- 
eral Webster  L.  Hubbell  and  her 
chief  of  staff,  Margaret  A. 
Williams,  are  under  fire. 

Worse,  she  seemed  totally  un- 
prepared for  the  Whitewater 
whirlpool— and  the  questions 
raised  about  her  powerful  posi- 
tion. "She  can't  figure  out  how 
these  [public]  perceptions  can 
take  on  reality— how  people  can 
charge  her  with  behavior  she's 
incapable  of,"  says  one  aide.  In- 
deed, though  no  one  claims  Clin- 
ton violated  the  law,  a  Mar.  7  ABC 
News  poll  found  36%  of  those  sur- 
veyed believed  she  did  something 
illegal  as  part  of  Whitewater. 
"CASCADING  EFFECT."  The  White 
House  is  worried  about  the  im- 
pact of  the  swirl  of  negative  pub- 
licity on  substantive  issues.  Sen- 
ate Republicans  have  vowed  to 
hold  up  the  nomination  of  Ricki 
Tigert— a  Friend  of  Hillary— to 
head  the  Federal  Deposit  Insur- 
ance Corp.  until  the  Senate 
Democratic  leadership  agrees  to 
hold  Whitewater  hearings.  And 
aides  worry  that  the  controver- 
sy could  further  damage  health- 
care reform.  "If  she  is  caught  in  a 
series  of  bad  judgments,  there's  a 
cascading  effect,"  says  Robert 
Denton,  a  communications  profes- 


sor at  Virginia  Polytechnic  Institute. 

Controversy  around  the  First  Lady 
began  to  mount  when  Whitewater  Spe- 
cial Counsel  Robert  B.  Fiske  Jr.  sub- 
poenaed Williams  and  other  White 
House  officials  to  testify  about  their 
meetings  with  government  agencies 
about  Whitewater.  Fiske  is  also  prob- 
ing charges  that  Williams  and  White 
House  Counsel  Bernard  W.  Nussbaum,  a 
longtime  Clinton  friend  who  resigned  on 


i 


Hillary  Rodham  Clinton's  involvement  in  Whitewater 


INVESTOR  HRC  was  an  original  investor  in  Whitewater 
Estates.  She  borrowed  $30,000  to  buy  a  model  home  in 
Whitewater  and  sold  it  for  a  profit. 


ATTORNEY  James  McDougal,  a  Whitewater  partner 
and  owner  of  Madison  Guaranty  Savings  &  Loan,  hired 
Rose  Law  Firm,  HRC's  former  firm,  to  represent  the  bank 
on  a  stock  offering.  HRC  handled  the  matter  before  a 
state  regulator  appointed  by  her  husband. 


CONFLICTS  A  special  federal  prosecutor  is  investigating 
possibly  improper  relationships  between  Whitewater  and 
the  now-failed  Madison.  As  part  of  the  probe,  the  prose- 
cutor has  subpoenaed  two  of  the  First  Lady's  staffers. 


Mar.  5,  may  have  improperly  rem(j 
Whitewater  files  from  the  office  of  M 
baum  deputy  Vincent  W.  Foster  Jr.  1 
ter,  a  former  Clinton  law  partner,  I 
mitted  suicide  last  summer. 

The  First  Lady,  who  resisted! 
pointment  of  a  special  counsel,  has  I 
a  low  profile  for  the  past  two  wel 
She  avoided  her  usual  rounds  of  pi 
forums  on  health  care  and  children! 
sues— though  aides  say  she  has  kef 
full  schedule  of  health-care  mee 
with  lawmakers.  Although  the  Pres 
has  defended  her  publicly,  the 
is  taking  a  toll.  "Everyone  is  woi 
that  she  will  be  seen  as  just  anc 
scuzzy  attorney,"  says  one  Admini 
tion  adviser. 
lose-lose.  The  White  House  has  de< 
that  the  best  public-relations  stra 
is  to  return  to  business  as  usual.  T 
why  Clinton  plans  to  reem 
Mar.  14  for  a  health  foru 
Denver.    Democratic  pol 
Celinda  Lake,  whose  Feb.  2£ 
shows  Clinton's  approval  ra 
above  50%,  says  her  hi. 
marks  come  from  women  an 
niors,  the  strongest  support* 
health  reform.  "It's  critical 
she  shore  up  what  support 
plan  has,"  says  Lake.  "Having 
less  visible  hurts  health  car 
But  Clinton  may  be  caughl 
no-win  situation.  "No  matter 
she  does,  it  will  be  interpi 
as  negative,"  frets  a  White 
aide.  "If  she  continues  to  b 
tive,  her  detractors  will  call 
political  liability  on  health  ca 
she  folds  her  tent,  she  wi 
down  thousands  of  people." 

However  Whitewater  1 
out,  it's  clear  that  Clinton' 
tempts  to  transform  the 
Truman  role  model  into  a  W 
of  the  '90s  has  serious  pitfal 
her  and  the  President, 
question  the  motives  of  the 
ics.  "People  have  been  waiti 
pounce  on  Hillary  Clinton, 
Vero  Beach  (Fla.)  res 
Michele  Genz.  But  the  GO 
gues  that  Clinton  can't  ha 
both  ways:  be  a  top  advise 
exempt  from  scrutiny.  "It  i 
be  demeaning  not  to  trea 
the  same  way  as  anyone  sin 
situated,"  says  House  Mir 
Whip  Newt  Gingrich  (R-Ga 
Calls  on  Clinton  to  ar 
cpjestions  about  her  ro 
Whitewater  won't  end  soon 
if  she  can't  take  the  heat, 
may  have  to  heed  her  detr 
calls  and  go  back  to  the  kit 

By  Susan  B.  Garland  in 
ington,   with   Gail  DeGeor\ 
Miami 
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Commentary/by  Lee  Walczak 


HOW  CLINTON  CAN  KEEP  HIS  HEAD  ABOVE  WHITEWATER 


ks  political  drama  goes,  the 
Whitewater  affair  has  all  the 
elements  of  a  Watergate-era 
er.  There's  a  tangled  money  trail, 
;  of  executive  privilege,  document 
iding,  and  the  threat  of  obstrue- 
nt' justice  charges  for  Administra- 
loyalists.  And  there  is  an  embat- 
President  who  defends  his  wife 
ist  a  partisan  lynch  mob— though  a 
'-faced  Bill  Clinton  is  a  poor  substi- 
for  a  skulking  Richard 
n. 

g  out  your  tattered  copy 
le  "Checkers"  speech. 

off  All  the  President's 

Thanks  to  a  murky  Ar- 
as  land  deal,  a  mysteri- 
aiicide,  and  stonewalling 
bumbling  staff,  Bill  Clin- 
is  in  danger  of  being 
formed  from  an  earnest 
y  wonk  to  a  victim  of 

ambition. 

■  say  that  Republicans 

elighted  is  to  understate 
joy  at  the   turn  of 

ts.    "It's    our  turn," 

>ps  former  Nixon  aide 

Nofziger.  "The  Clinton- 
have  shown  that  their 

ing  curve  from  Water- 
to  Whitewater  is  a 

^ht  line." 

oating  aside,  the  Nixon 
•ans  may  have  a  point, 
more  dangerous  than  some  pos- 

finagling  over  unreported  income 
3  perception  of  a  Watergate- style 
•-up.  That  image  has  been  created 
/erzealous  Administration  officials 

issued  contradictory  statements 
irranged  improper  meetings  with 
lators.  News  of  the  contacts  trig- 
i  subpoenas  from  Special  Counsel 
rt  B.  Fiske  Jr.  and  has  immobi- 

the  White  House  as  aides  scram- 
Dr  documents. 

the  bizarre  goings-on  start  to 
3  confidence  in  the  President,  it 
1  hurt  the  Administration's  push 
ealth-care  reform  on  Capitol  Hill. 

longer  this  drags  on,"  says  GOP 
Ler  Neil  Newhouse,  "the  more  it 

Clinton  political  capital  and  di- 
>  attention  from  his  issues."  At  a 

8  press  conference,  Clinton  corn- 
ed, "This  is  not  what  I  was  hired 
'  1  was  hired  to  be  President." 


Of  course,  the  Administration 
doesn't  have  to  stay  paralyzed  by 
Whitewater.  The  Clintons  could  yet 
navigate  past  the  controversy  if  they 
consider  some  long-overdue  steps. 
Among  them: 

■  Come  clean  with  the  help.  One  rea- 
son Bill  and  Hillary  can't  be  properly 
defended  against  Whitewater  charges 
is  that  they  haven't  told  aides  every- 
thing. On  Mar.  7,  for  instance,  the 


The  President  needs  to  shore  up  his  team,  which  is 
long  on  loyalty  and  short  on  political  savvy 


President  startled  staffers  by  revealing 
he  knew  about  a  White  House-Treas- 
ury Dept.  briefing  on  the  matter.  Jokes 
pollster  Claibourne  Darden:  "They've 
either  got  to  lie  better  or  start  dishing 
out  some  facts." 

■  Fight  the  cover-up  story.  The  Presi- 
dent says  he  has  built  a  "firewall" 
against  improper  staff  activities.  Too 
bad  it  comes  after  the  fact.  Now,  he 
has  to  counter  cover-up  perceptions  by 
giving  congressional  probers  more  de- 
tails about  Whitewater.  Also  advisable: 
a  Hillary  Clinton  press  conference  to 
explain  her  role  in  the  affair. 

■  Face  reality.  The  Clintons  have  to 
rethink  their  unconvincing  response  to 
Whitewater,  which  goes  like  this:  It 
happened  long  ago  and  far  away;  crit- 
ics are  part  of  a  GOP  cabal;  and  be- 
sides, we  lost  our  shirts.  'This  strategy 
asks  you  to  believe  that  they're  inept, 
because  otherwise  they're  criminal," 


says  a  top  GOP  strategist.  "They've  got 
to  do  better  than  that."  One  reason 
for  this  lame  defense,  says  ex-Reagan 
deputy  Michael  K.  Deaver,  is  that 
"Clinton  is  still  contemptuous  that  the 
scandal  is  preventing  him  from  solving 
all  the  nation's  problems.  He's  got  to 
realize  that  from  now  on,  he's  going  to 
spend  a  significant  part  of  his  time 
containing  the  mess." 

■  Clean  house.  At  76,  "temporary" 
White  House  Counsel  Lloyd 
N.  Cutler  represents  more 
of  a  creaky  concession  to  the 
scandalmongers  than  a  solu- 
tion to  the  White  House 
meltdown.  Frets  a  leading 
Democrat:  "Cutler,  like 
[White  House  Counselor  Da- 
vid R.]  Gergen,  is  a  Band- 
Aid  for  the  Clintons." 

To  prevent  future  White- 
waters, the  President  needs 
to  shore  up  his  team,  which 
is  long  on  loyalty  and  short 
on  political  savvy.  That 
means  cutting  loose  those 
under  a  Whitewater  cloud, 
such  as  Associate  Attorney 
General  Webster  L.  Hubbell 
and  Deputy  Treasury  Secre- 
tary Roger  C.  Altman.  Chief 
of  Staff  Thomas  F.  McLarty 
III,  who  is  reluctant  to  bring 
the  Clintons  bad  news, 
should  consider  a  narrower 
role  as  a  Presidential  counselor  and 
bring  aboard  some  experienced— and 
vigorous— Washington  hands. 

■  Throw  up  a  diversion.  To  remind 
folks  why  he  was  elected  in  the  first 
place,  Clinton  could  unveil  his  provoca- 
tive welfare-reform  scheme,  due  for 
release  in  April,  now.  A  Hill-White 
House  summit  to  revive  his  comatose 
health-care  plan  wouldn't  hurt,  either. 

Ultimately,  only  the  special  counsel's 
findings  will  provide  answers  to  what 
happened  in  the  ethical  swamps  of  Ar- 
kansas. In  the  meantime,  the  Clintons 
could  do  themselves  a  lot  of  good  if 
they  peel  off  their  hip  boots,  wipe  off 
the  muck,  and  start  leveling  with 
Americans  about  how  a  third-rate  land 
deal  grew  into  a  first-class  scandal  that 
could  cripple  a  Presidency. 

Washington  Bureau  Chief  Walczak 
covers  politics  for  BUSINESS  WEEK. 
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If  You're  Tired  Of  Paying  All  Those  Brokers' Fees... 

10  Reasons  Why 
You  Should  Make 

The  Switch  To 
Fidelity  Brokerage 


Compare  Your  Broker  To  Fidelity  For 
Value,  Service  and  Choice 

Does  Your  Broker  Offer: 

Fidelity 
Brokerage 

Your 
Broker 

1.   Low  Discount  Commissions 

✓ 

2.   Low  Margin  Rates 

✓ 

3.   No  IRA  Fees' 

✓ 

4.  No-Fee  Asset 
Management  Account 

5.  No  Postage  Fees 

✓ 
✓ 

6.   No  Handling  Fees 

✓ 

7.   No-Load  Fidelity  Funds 

✓ 

8.   Electronic  Trading  Discounts 

✓ 

9.  Hundreds  of  Leading 
Mutual  Funds 

10.  24-Hour  Service 

✓ 
✓ 

Score:  0-5:  It's  time  to  switch  from  your  full-cost  broker 
6-9:  It's  time  to  switch  to  a  better  discount  broker 
1 0:  You  already  invest  with  Fidelity 

The  Fidelity  Brokerage  Advantage: 
Better  Service  And  Lower  Costs 

Lower  trading  commissions  are  the  reason  most  people 
choose  a  discount  broker  in  the  first  place.  But  today, 
more  and  more  investors  are  turning  to  Fidelity 
because  of  all  the  "extra"  fees  so  many  full-cost  brokers 
are  adding  on. 

At  Fidelity,  keeping  our  costs  down  means  we  can  pass 
the  savings  along  to  you.  So  you  can  get  our  renowned 
24-hour  service  every  day  and  fast,  accurate  trades  for 
up  to  76%  less;  and  without  all  the  hidden  fees. 

Invest  With  Your  Favorite 
Fund  Companies  Through 
Fidelity's  FundsNetwork® 

Fidelity  has  joined  together  with  many  of  the  ^ 
nation's  best-known  fluid  companies  to  offer 
investors  the  diversity  and  convenience  they  demand. 
Now,  through  FundsNetwork,®  Fidelity  allows  you  to 
invest  in  a  wide  array  of  mutual  funds  all  available  in 
one  place,  with  no  commissions,  no  loads  and 
no  transaction  fees. 1  Call  anytime  for  your  free 
FundsNetwork  Performance  Directory,  which 
includes  a  list  of  available  funds. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 


'Tin'  Sill  annual  IRA  maintenance  fee  will  he  waived  if  one  or  mure  Fidelity  mutual  fund  positions  held  in  the  IRA  has  a  balance  of  $5,000  or  more  at  the  time  of  the  IRA  maintenance 
fee  billing  or  il  you  make  two  or  more  trades  in  one  retirement  accounl  in  \our  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  For  1994  fees,  the  waiver  is  ba 
on  trades  from  1 1/1/93  through  10/31/94,  The  waiver  applies  to  an)  two  trades  made  in  retirement  accounts  in  your  name.  Trades  in  mutual  funds  and  limited  partnerships  are 
excluded.  You  must  have  a  Fidelity  prototype  plan  with  an  FDIC  insured  custodian/trustee  to  qualify  -'"(»"..  savings  based  on  an  October  1993  survey  of  full-cost  brokers.  Minimum 
commission  $.38.  There  may  be  fees  for  special  services.  'For  more  complete  information,  including  management  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully 
before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  lees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to 
charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less  than  six  months)  on  funds  available  with  no  transaction  fees  in  a  twelve  month 
period.  If  you  purchased  a  no-load  fund  and  paid  a  transaction  fee,  you  will  he  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  w  ithout  notice.  Shz 
prices  (except  for  money  market  funds)  yields  and  returns  w  ill  vary  .  You  may  have  a  gain  or  loss  when  you  sell  your  shares.  Past  performance  is  no  guarantee  of  future  results  All 
underlying  kind  expenses  still  apply.  Fidelity  Brokerage  Serv  ices,  Inc  (FBSI)  K>1  Devonshire  Street.  Boston.  MA  02 110.  Member  NYSE,  SIPC. 


Commentary/by  Christopher  Farrell 


VHAT  REALLY  RATTLED  THE  BOND  MARKET  WASN'T  INFLATION 


ver  since  the  Federal  Reserve 
hiked  short-term  interest  rates 
on  Feb.  4  and  the  bond  markets 
ie  U.  S.  and  abroad  violently 
;ed,  the  financial  markets  have 
seized  by  inflation  fears.  But 
•e  spooked  by  the  wrong  demon: 
vorry  now  shouldn't  be  a  reprise 
lation  past  but  powerful  down- 
pressure  on  prices, 
arly,  the  economic  fundamentals 
explain  the  bond-market  carnage. 
3  bloodied  markets  of  Japan  and 
>e,  growth  is  ane- 
nd  inflation  negli- 
-and  likely  will 
that  way.  As  for 
resurgent    U.  S. 
my,    the  major 
indexes  suggest 
on  is  running  well 
■  2%.  True,  some 
tries  are  increas- 
rices,  and  a  bowl 
icial  K  costs  more 
a  year  ago.  "But 
s  a  big  difference 
;en  one-shot  in- 
ss  in  prices  and  an 
lg  inflation,"  says 
s  Tobin,  an  econ- 
at  Yale  University 
Nobel  laureate. 
'  bubble.  Indeed, 
ay's  tightly  connected,  quicksilver 
I  markets,  had  inflation  pressures 
l  investors  to  dump  bonds,  both 
bmputer  models  and  market  tra- 
almost  certainly  would  have  si- 
d  money  off  into  that  classic  in- 
i  hedge— gold.  Yet  since  the  Fed 
med,  gold-mining  share  prices 
dropped  by  11%  and  gold  prices 
;  the  price  of  oil— "black  gold"— is 
by  more  than  8%. 
the  precipitous  fall  in  bond 
has  little  to  do  with  inflation— 
^erything  to  do  with  the  sudden 
ng  of  a  huge  speculative  bubble 
i  global  fixed-income  markets, 
nancial  history  shows  that  when- 
i  boom  ends,  the  reversal  always 
s  with  the  unexpected  brutality 
owerful  earthquake. 
:he  past  several  years,  financial 
ngers,  including  hedge  fund  op- 
's, earned  lottery-size  profits  the 
ihioned  way:  They  rode  a  pow- 
oond  bull  market  driven  by  con- 


tinual disinflation— and  amplified  their 
investment  returns  with  leverage. 

One  popular  strategy  of  these  in- 
vestors involved  buying  U.  S.  govern- 
ment bonds  maturing  in  two  years 
(yielding,  say,  4%)  or  in  five  years 
(yielding  perhaps  5%)  and  funding 
those  assets  with  money  borrowed  at 
the  overnight  rate  (3%  or  so).  With 
short-term  rates  staying  low,  investors 
traded  confidently  in  long-term  bonds, 
pocketing  the  spread  between  interest 
earned  and  the  cost  of  carry. 


Traders  improved  that  return  by 
sometimes  leveraging  up  as  high  as 
100  to  1,  says  John  Taylor,  president  of 
F/x  Concepts,  a  firm  specializing  in 
managing  currency  and  interest  rates. 
In  addition,  as  the  specter  of  disinfla- 
tion and  slow  growth  seized  Japan  and 
Europe,  the  gunslingers  added  lever- 
aged bets  on  falling  rates  abroad  to 
their  portfolios.  Many  also  took  to  ag- 
gressively speculating  on  currency 
swings. 

It  wasn't  just  the  hedge  funds  and 
other  fast-moving  money  managers 
that  played  the  global  fixed-income 
markets,  though.  The  bull  market  in 
bonds  and  growing  confidence  in  low 
interest  rates,  attracted  more  and 
more  large  investors,  from  managed 
futures  pools  to  mutual  funds  to  pen- 
sion funds.  The  growing  crowd  spun 
the  web  of  global  leverage  wider  and 
wider.  Others  simply  loaded  up  on 
long-term  bonds,  luxuriating  in  dou- 
ble-digit annual  returns. 


But  when  the  Fed  raised  short  rates, 
"the  cost  of  carry  increased,  and  things 
started  to  come  unglued,"  says  Eric 
Miller,  chief  investment  officer  at  Don- 
aldson, Lufkin  &  Jenrette  Inc.  The 
quarter-point  hike  surely  wasn't  dra- 
matic, but  leveraged  speculators  around 
the  world  panicked,  bailing  out  to  meet 
margin  calls.  No  one  wanted  to  buy 
their  fixed-income  securities,  so  liquid- 
ity dried  up,  yields  spiked  higher,  and 
billions  were  lost.  In  a  time-honored 
rhythm,  financial  success  bred  excess. 

spooked.  By  most  reck- 
onings, volatile  trading 
conditions  will  continue 
for  some  time.  Investors 
are  too  spooked  and 
their  losses  too  big.  And 
in  every  major  market, 
there  are  other  factors 
contributing  to  the  rise 
in  rates.  The  Japanese 
bond  market  is  skittish 
over  a  tsunami  of  new 
bonds  to  pay  for  the 
government's  planned 
fiscal  stimulus.  In  Ger- 
many, it's  a  higher-than- 
expected  increase  in  the 
money  supply.  Still,  as 
economic  fundamentals 
reassert  themselves,  in- 
terest rates  should  be 
trending  lower. 

Yet  the  danger  exists  that  the  infla- 
tion fear  haunting  the  Fed  and  the  mar- 
kets could  send  U.  S.  rates  even  higher. 
The  markets  sold  off  when  the  Fed 
raised  short  rates,  believing  the  gover- 
nors must  know  something  about  infla- 
tion that  they  didn't.  Yet  the  Fed  is  re- 
lying much  more  on  the  market  for  its 
inflation  signals.  "Each  is  reacting  to 
what  it  thinks  the  other  believes  and 
knows,"  worries  David  Resler,  chief 
economist  at  Nomura  Securities  Inter- 
national Inc. 

The  big  risk:  Each  side  misreads  the 
other,  sending  rates  ever  higher.  In- 
stead of  combating  inflation,  high  rates 
may  actually  slow  growth,  sending  the 
global  economy  into  a  cycle  of  falling 
prices  and  lackluster  demand.  That  de- 
flationary scenario,  certainly,  is  not  what 
Fed  Chairman  Alan  Greenspan  intended. 

Farrell  ivrites  on  economics  from 
New  York. 
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RETAILING  I 


THE  GAP 
DOLLS  ITSELF  UP 


Fewer  jeans  and  T-shirts,  more  high-margin  fashions — and  more  profits 


The  fashion  business  remains 
in  a  funk.  Apparel  sales  are 
stuck  in  a  slump.  But  the 
flap  is  hack. 

To  see  why,  walk  into  any  Gap 
store.  Remember  that  huge  wall 
of  denim,  shelf  upon  shelf  of  blue 
jeans  staring  you  in  the  face?  It 
has  shrunk  dramatically.  Fewer 
T-shirts,  too.  But  look  at  the  hats 
and  handbags,  the  embroidered 
tops  and  flowing  skirts,  the  $58 
linen  pants. 

Notice  the  emphasis  on  wom- 
en's clothes.  Gap  Inc.  says  that  it 
now  is  tailoring  its  apparel  to  be 
more  "gender-specific."  That 
means  fewer  unisex  items  and 
more  floor  space  devoted  to  wom- 
en. More  frills,  too.  As  Richard 
M.  Lyons,  flap  division  presi- 
dent, puts  it:  "Women  want  wom- 
en's clothes,  and  men  want 
women  who  want  women's  clothes." 
SOARING  EARNINGS,  (kip,  which  made 
its  name  selling  basics,  increasingly  is 
turning  to  fashion.  T-shirts  and  jeans 
still  bring  people  in  the  door,  and  plain 
khaki  pants  anchor  its  effectively  ro- 
mantic ads.  But  fashion  is  where  the 
profit  margins  lie— particularly  when 
competitors  are  knocking  off  flap  basics 
and  undercutting  its  prices.  So  far,  Gap's 
new  approach  is  paying  off.  For  the  fis- 
cal year  ended  January,  1994,  earnings 
shot  up  23%,  to  $258  million,  on  $3.3 
billion  in  sales.  Fourth-quarter  profits 
soared  66%,  even  as  sales  gains  at  stores 
open  a  year  or  more  stalled  (chart). 

Usually,  profit  gains  without  big  sales 
increases  imply  major  cuts  in  costs. 
While  Gap  brass  are  serious  about  cost  / 
control,  raw  slashing  is  emphatically 
not  the  reason  for  the  upturn.  In  fact, 
as  the  Gap  expands  floor  space  and 
adds  new  stores,  it  took  on  5,000  new 
employees  in  1993,  hitting  44,000. 

What's  boosting  profits  is  a  combi- 
nation of  faster  inventory  turns,  high- 
er-margin merchandise,  and  far  fewer 
markdowns.  Customers  aren't  spending 
much  more,  but  what  they  buy  produces 
higher  profits.  If  consumers  loosen  up 
their  purse  strings,  what's  shaping  up  as 
a  good  1994  could  turn  into  a  great  year. 
Wall  Street  is  noticing:  At  47,  the  stock 


FASTER  INVENTORY  TURNS,  NOT  AS  MANY  MARKDOWNS 


is  up  83%.  since  its  trough  six  months 
ago.  "flap  is  doing  a  tremendous  job  of 
creating  fashion  in  a  business  where 
there  is  no  real  fashion  edge  right  now," 
says  Janet  J.  Kloppenburg,  analyst  at 
Robertson  Stephens  &  Co. 

Gap's  turnaround  came  in  the  second 
half  of  1993,  after  Lyons  moved  to  the 
flap  division  from  the  successful  Gap- 
Kids  unit,  flap  stores,  which  account  for 
almost  70%  of  the  company's  sales,  were 
responsible  for  most  of  its  earnings  de- 


THE  GAP'S  NEW  LINE 


YEAR-OVER-YEAR 

GROWTH  IN 
SAME-STORE  SALES 
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clines  in  1992  and  early  1993,  when  I 
chandising  miscues  and  tougher  com 
tition  magnified  the  effects  of  thJ 
tailing  recession. 

Lyons'  team  took  advantage  oil 
gressive  changes  in  inventory  marl 
ment  already  under  way.  Gap  had  I 
stocking  stores  with  far  too  many  stl 
and  overbuying  within  each  style.  I 
were  creating  too  much  competl 
within  Gap  stores,"  says  Ricl 
F.  Eastwick,  senior  vice-presl 
for  planning  and  distribution! 
colors  of  blazers,  say,  when! 
would  do.  That  meant  too  I 
space  available  for  hot-sell 
high-profit  items,  while  too  m 
doggy  designs  were  relegattl 
the  markdown  racks,  depreJ 
margins. 

NEW  stores.  Basics  were  ti 
up  too  much  real  estate,  too. 
stores  overstocked  items  su 
denim  to  visually  reassure 
tomers  that  they'd  find 
sizes.  That  meant  slower  ii 
tory  turns  and  lower  profits 
reducing  space  for  basics 
making  room  for  fashion  req 
much  faster  replenishment  i 
Eastwick  came  through.  In- 
basics  inventory  has  beei 
duced  by  as  much  as  40%. 
companywide,  inventory  n( 
only  5%  higher  than  it  was  two 
ago,  even  as  the  chain  has  added  t 
lion  square  feet  of  selling  space. 

For  help  with  fashion  merchar 
Lyons  tapped  Lisa  Salamone,  who 
ated  hugely  successful  girls  clothmj 
lections  at  GapKids,  to  take  char] 
women's  fashion.  With  others,  th 
fine-tuning  the  product  mix.  In  the 
the  biggest  stores  would  get  a  wic 
ray  of  styles  that  would  be  narr 
for  smaller  stores.  Now,  the  am 
styles  is  consistent  in  all  881  stores 
want  to  present  one  picture.' 
Lyons.  Larger  stores  fill  extra 
with  new  categories— shoes,  woi 
clothes,  and  the  like.  And  Gap  is 
sidering  moving  into  persona 
products,  such  as  fragrances,  t 
paste,  and  shampoo. 

By  cutting  down  on  the  numl 
styles,  the  risk  is  that  the  si 
buyers  will  pick  the  wrong  ones 
i  lower  our  inventory,  the  more  ci 
\  our  buying  decisions  are,"  ack 
n  edges  Robert  Fisher,  chief  fin; 

officer  and  son  of  founder  Djs 
But  Lyons  insists:  "You've  got 
the  risk,  do  something  new.  Th 
things  never  work."  So  far,  the 
things  are  selling  fine.  If  they  <| 
there  will  be  a  new  line  in  a  few  wj 
By  Russell  Mitchell  in  San  Frai 


rhousands  of  IBM  products. 
Four  easy-to-use  catalogs. 
3ne  toll-free  number. 


S/400 


Now 

you  have  a  direct  line  to 
the  vast  array  of  IBM  products 
and  services  featured  in  the  IBM 
•ect  catalogs.  From  compilers  to  com- 
te  CPU  upgrades,  it's  all  here  and  it's  all 
t  a  1800  IBM-CALL  away. 

A  Direct  is  your  direct 
rce  for  IBM  business 
'ducts.  Simply  call 
[)0  IBM-CALL  to  order  any  of  our  free 
A  Direct  catalogs.  You'll  find  the  latest 
dware  and  most  advanced  software  for 
r  IBM  midrange  system,  a  wide  variety 
letworking  products  and  a  complete 
;ction  of  IBM  mainframe  software. 

ie  IBM  RISC  System/6000® 

rect  catalog  features  everything 
n  easy  upgrades,  workstations, 
ipherals  and  accessories  to  systems  and 
lication  software,  tools,  languages  and 
ities. 

e  IBM  AS/400®  Direct 

alog  makes  it  easy  to  order  upgrades, 
cessors,  peripherals  and  workstations, 
t'ell  as  systems  and  application  software, 


1800 IBM- CALL 


/  tools,  languages  and  utilities.  It  also 
features  communications  and  LAN 
hardware  and  software,  client /server 
software  and  more. 

The  IBM  Networking  Direct 

Catalog  gives  you  easy  access  to 
operating  systems,  communications 
hardware,  client/server  and  network 
management  software,  internet- 
working hardware  and  software, 
routers,  bridges  and  hubs,  as  well 
as  adapters  and  connectors. 

The  IBM  Mainframe 
Software  Direct  catalog 
puts  under  one  cover  all  IBM  main- 
frame operating 
systems;  application 
development  tools; 
client /server,  database  and  data 
delivery  software;  a  full  range  of 
systems,  network  and  storage  manage- 
ment tools;  plus  office  systems,  publish 
systems  and  image  processing  products. 

To  place  an  order  or  request  your  free 
IBM  Direct  catalogs,  simply  dial  1 800 
IBM-CALL  (1 800  426-2255),  dept.  I00B 
or  complete  and  return  the  attached 
business  reply  card. 

It's  IBM  Direct  from  IBM. 


IBM*ih 
DIRECT 
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JAPAN  BOWS  A  LITTLE 
ON  IMPORTS 


Trade  war?  What  trade 
war?  Japan's  Transporta- 
tion Ministry  has  dropped  a 
barrier  to  let  Chrysler  export 
up  to  10,000  Jeep  Cherokees 
to  Japan  this  year,  double  the 
previous  number.  The  move 
conies  on  the  heels  of  Toyota 
Motor's  announcement  that  it 
will  voluntarily  boost  purchas- 
es of  U.  S.  auto  parts.  And 
sources  tell  business  week 
that  the  two  countries  are  not 
as  far  apart  on  the  Motorola 
market  access  dispute  as  they 
appear.  If  the  Japanese  don't 
act  by  Mar.  17,  the  U.  S.  will 
name  Japanese  imports  as 
possible  targets  of  retaliation. 
Now,  Japan  appears  ready  to 


CLOSING  BELL 


45  -  COCA-COLA 
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PAY  FOR 
PERFORMERS 

iiiliiilimlniliiilimliiiliiiliiiiliMliHilnii 

JAN.  4/93  MAR.  7,  '94 

Citicorp  CEO  John  Reed  went 
bonusless  in  1991.  No  tears 
now.  Reed  received  $4.2  mil- 
lion in  cash  compensation  in 
1993  and  over  $2  million  in 
options  and  stock.  Senior  Exe- 
cutive Vice-President  Christo- 
pher Steffen,  the  former 
Eastman  Kodak  CFO  who 
joined  Citi  last  June,  also  was 
well  rewarded,  with  $  1.3  mil- 
lion in  cash,  $552,500  in  a 
restricted  stock  award,  and 
options  for  325,000  shares. 
Stockholders  aren't  complain- 
ing: Their  shares  were  up  66% 
last  year.  Compare  that  to  the 
continuing  slump  at  Coca-Cola, 
where  CEO  Robert  Goizueta 
took  home  $3.8  million. 

IiiMAi 


I  low  to  pressure  and  grant 
Motorola  more  access  to  its 
cellular  telephone  market. 


A  ROGERS  TAKEOVER 
GETS  A  RED  LIGHT 


MAKING  AMENDS  AT 
METROPOLITAN  LIFE 


LABOR  SNAPS  A  WET 
TOWEL  AT  FIELDCREST 


orma    Rae    would  be 
proud.  Siding  with  the 
I  Amalgamated  Clothing  and 
IS  Textile  Workers  Union  (ACT- 
WU),  two  National  Labor  Rela- 


The  media  industry  consoli- 
dation binge  moves  north: 
On  Mar.  8,  Canada's  Rogers 
Communications  won  its 
month-long  battle  to  buy 
Maclean  Hunter  for  $2.3  bil- 
lion. The  deal,  creating  a  sort 
of  Canadian  Time  Warner, 
would  give  Rogers  a  third  of 
Canada's  cable-TV  subscribers. 
Rogers,  already  big  in  cellular 
and  long-distance  phone  ser- 
vice, would  also  get  a  pub- 
lishing empire  that  includes 
Maclean's  magazine  and  The 
Financial  Post,  Canada's  lead- 
ing financial  newspaper.  If  ap- 
proved by  regulators,  the  pur- 
chase will  help  Rogers  com- 
pete against  phone  companies 
and  U.  S.  rivals  in  the  race  to 
create  Canada's  Info  Highway. 


Metropolitan  Life  Insur- 
ance is  paying  a  stiff 
price  to  settle  allegations  of 
deceptive  sales  practices.  In 
a  Mar.  7  agreement  with  at 
least  28  state  insurance  com- 
missioners, MetLife  agreed  to 
pay  up  to  $20  million  in  penal- 
ties—among the  largest  such 
fines  ever.  The  states  had 
charged  the  insurer  with  mis- 
representing whole  life  insur- 
ance policies  as  retirement 
savings  plans.  MetLife  could 
also  wind  up  paying  a  maxi- 
mum of  $70  million  in  restitu- 
tion to  customers.  Separately, 
Florida  regulators  charged  87 
MetLife  agents  with  fraudu- 
lent sales  practices. 


WELL,  BACK  TO  THE  HUNT 


Wells  Fargo  Chairman 
and  CEO  Carl  Reichardt 
wants  to  drive  his  stagecoach 
outside  California.  For  now, 
though,  he'll  stay  put:  In  late 
February,  says  the  trade  pa- 
per American  Banker, 
First  Interstate 
Bancorp  turned 
down  Wells  Far- 
go's  proposal  to 
merge. 

Both  banks 
declined  to  com- 
ment. But  a 
team-up  makes 
sense.  While  archri 
val  BankAmerica  con 
tinues  to  take  new  territory, 
Wells  Fargo  has  confined  its 
branch  system  to  California. 
A  First  Interstate  merger 
would  double  its  asset  base 
and  add  branches  in  13  West- 
ern states. 

The  deal  failed,  outsiders 


speculated,  because 
didn't  meet  First  Inters 
price— and  because  Fir) 
ecutives  feared  they 
be  pushed  aside.  Cert 
Reichardt  would  hav 
tained  control,  r 
steered  Wells 
a  tight  ha 
CEO  since 
In  1986 
bought  Ci 
National, 
proceedec 
cut  5,700  j 
What's 
Reichardt  has 
ed  he  won't  ov 
for  the  sake  of  empire 
ing,  but  he  could  mal 
other  run  at  First  Intel 
At  62,  he  has  a  bit  ovt 
years  until  retirement 
betting  is  Wells  will  c 
a  big  deal  before  then. 

By  Russ  k 


tions  Board  judges  ordered 
Fieldcrest  Cannon  to  pay  back 
wages  of  about  $3.5  million- 
plus  interest— and  rehire  14 
fired  workers  following  a 
long-running  labor  dispute. 
The  union  had  accused  the  na- 
tion's largest  towel  manufac- 
turer of  some  183  labor  law 
infractions  during  a  1991  or- 
ganization drive,  including 
threatening  to  deport  or  im- 
prison Spanish-speaking  work- 
ers who  voted  in  favor  of  the 
union.  ACTWTJ  officials  call  the 
Mar.  1  ruling  vindication  for 
their  loss  in  the  campaign. 
Fieldcrest  says  it  will  appeal. 


THE  EPA  HITS 
PENNSYLVANIA  AVENUE 


Call  it  the  Green  White 
House.  For  11  months,  a 
team  of  100  environmental 
and  energy  experts  have 
crawled  through  the  Presi- 
dential pad,  looking  to  save 
energy  and  make  the  place 
more  environment-friendly. 
The  results,  according  to  a 
White  House  report:  New 


lighting  fixtures  and  bul 
producing  energy  savi 
65%  to  75%;  new  refr 
tors  could  save  another 
to  $6,000  a  year.  Retro 
steam  radiators  with  tl 
static  control  valves  wi 
up  to  $1,500.  And  rec 
cooling  water  will  hah 
cost  of  sewage  treatmetP 
there's  more  to  come. 
Environmental  Pro 
Agency  staffer  put  it 
place  is  like  your  gfl 
ther's  garage.  They've 
can  of  this  or  a  bucket 
lying  around." 


ET  CETERA... 


►  Peace  dividend:  Ra; 
will  take  a  $162  million 
and  lay  off  4,400. 

►  KKR's  K-III  Communi 
unit  bought  the  Kat 
Gibbs  secretarial  school 

►  QVC  blamed  a  fourtl 
ter  loss  on  costs  related 
failed  Paramount  bid. 

►  The  price  of  first-cla; 
by  early  1995,  if  the. 
Postal  Service  has  its 
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or  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


4i 


1987,  when  Canon  introduced 
world's  first  Color  Laser 
our  copiers  have  made  a 
ng  one  billion,  two  hundred 
color  copies. 

no  wonder  Canon  has  been 
jrpassed  leader  in  color  copiers 
:onsecutive  years,  with  equally  unsurpassed  color  quality, 
ay,  Canon  makes  the  most  technologically  sophisticated 
ipiers  available,  including  copiers  that  can  even  connect  to 


Official  Copier  of 
I  Vor/dCu/;  USA94" 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing: 
1-800-OK- 
CANON.  We'll 
immediately 
rush  you  a  free  » 
Color  Solutions  guide 


Canon 


WE  FLY  BETTER  THAN 
THEY,  AND  THEY  COOK 
BETTER  THAN  WE. 


Several  months  ago,  we 
asked  some  of  the  country's  best 
chefs  to  help  us  cook  up  a  new 
in-flight  menu. 

The  result 
of  their  labors, 
Northwest's  "a 
la  carte"  dining 
service,  should 
bring  an  end 
to  those  cliched 


1  Todd  English.  Olives, 
Boston  2  Kevin  Cullen, 
Goodfellows,  Minneapolis 
3,  Nancy  Oakes.  Boulevard. 
Sain  Francisco  4  Brian 
Polcyn,  Acadia,  Detroit 
5  Mark  Haugen,  Tejas, 
Minneapolis 


airline  food  jokes  once  and 
for  all.  At  mealtime,  you  choose 
from  a  variety  of  fruits,  salads, 
entrees  and  desserts.  The  entire 
menu  reflects  recent  trends 
toward  freshness,  simplicity 
and  innovation. 

For  more  information  or 
reservations,  call  your  travel 
agent,  visit  your  Northwest  City 
Ticket  Office,  or  call  Northwest 
Airlines  at  1-800-225-2525. 

And  taste  what  happens 
when  you  take  a  group  of  top- 
flight chefs,  and  turn 
them  into  in-flight  chefs. 

NORTHWEST 

Some  People  Just  Know  How  to  Fly  ' 


Northwest  recycles  enough  paper  to  save  40,000  trees  a  year,  c  1994  Northwest  Airlines 
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LN  ILL  WIND  FROM  CHICAGO 

OULD  TOPPLE  CLINTON'S  HEALTH  PLAN 


Jill  Clinton's  proposal  to  overhaul  the  nation's  health-care 
system  is  falling  apart  on  Capitol  Hill.  The  House  Ways 
&  Means  Committee  has  begun  putting  together  a  bill 
at  all  but  ignores  Clinton's  approach.  An  Energy  &  Com- 
jrce  subcommittee  is  so  badly  split  that  it  can't  even  get 
irted  drafting  a  measure.  And  this  is  the  point  in  the  pro- 
ss  where  the  White  House  expected  Ways  &  Means  Chair- 
in  Dan  Rostenkowski  to  pull  together  a  consensus. 
Unfortunately  for  the  Prez,  Rostenkowski  is  preoccupied 
th  his  own  problems.  The  Chicago  Democrat  is  the  target  of 
:wo-year  grand  jury  investigation  into  his  congressional-  and 
mpaign-office  finances.  And  he's  fighting  for  his  political 
e  in  a  Mar.  15  primary.  A  recent  Chicago  Tribune  poll 
showed  him  leading  a  five-man 
field  with  27%,  with  surging  state 
Senator  John  J.  Cullerton  at  23%. 
Rostenkowski  is  left  hoping  that 
fading  challenger  Dick  Simpson, 
who  calls  him  "absolutely  corrupt," 
siphons  enough  votes  from  Cul- 
lerton to  give  the  incumbent  a 
narrow  win.  "I  think  he's  on  his 
last  legs,"  frets  Chicago  resident 
Albert  K.  Yoshimura,  a  longtime 
supporter  of  "Mr.  Chairman." 

If  Rosty  loses,  he'll  finish  the 
year  as  a  lame  duck.  But  if  he's 
hit  with  a  felony  indictment,  he 


IOSTY:  TOUGH  PRIMARY 


ust  turn  his  chairmanship  over  to  Representative  Sam  Gib- 
ins  (D-Fla.),  a  prickly  lawmaker  who  is  sometimes  reluctant 
compromise.  Either  way,  "this  is  a  terrible  blow  to  Clinton," 
ys  American  University  historian  Allan  J.  Lichtman. 
Reconstructing  the  health-care  system  would  be  hard 
lough  under  the  best  of  circumstances.  Democrats  are  splin- 
red  into  three  major  camps  and  stitching  together  a  major- 
i  requires  the  skill  of  a  surgeon.  Rostenkowski  has  honed  his 
chnique  over  more  than  a  decade  as  Ways  &  Means  chair- 
an.  His  goal  is  always  the  same:  Put  together  a  bill  that  can 
iss  and  don't  get  hung  up  on  ideology  or  details.  "He  knows 
hen  to  swerve  and  when  to  hang  tough,"  says  one  House 
emocratic  strategist.  "With  Rosty,  you  can  feel  confident 
at  he'll  pull  something  out  of  his  hat." 
E>  POWER  PLAY.  The  Rosty  method:  Ask  members  what  they 
ant  and  whether  they'll  vote  for  the  bill  if  they  get  it.  Once 
e  chairman  has  a  rough  consensus,  he  puts  forward  a  bill  un- 
iv  his  own  name  and  shields  fellow  lawmakers  from  the 
jat  that  the  details  always  generate. 

Rostenkowski's  problems  probably  won't  kill  health-care 
iform  because  too  many  lawmakers  have  a  stake  in  passing 
imething.  But  a  weakened  Rosty  would  boost  the  influence  of 
ayers  less  loyal  to  Clinton,  especially  Energy  &  Commerce 
hairman  John  D.  Dingell  (D-Mich.),  who  prefers  a  plan  clos- 
•  to  Canada's  single-payer  system,  and  Senate  Finance  Com- 
.ittee  Chairman  Daniel  P.  Moynihan  (D-N.Y.),  who  wants 
eli'are  reform  to  take  precedence  over  the  health  plan. 

With  Rosty's  woes  and  Senate  Majority  Leader  George  J. 
Mitchell  (D-Me.)  already  a  lame  duck.  Democrats  can't  play 
3wer  politics  as  they  did  during  the  1993  budget  fight.  "It  will 


be  almost  impossible  for  the  Democrats  to  muscle  a  bill 
through"  without  Republican  support,  says  a  House  GOP  strat- 
egist. What's  likely  is  a  more  modest,  bipartisan  compromise. 

Rostenkowski  remains  Clinton's  best  hope  of  keeping  his 
proposal  from  being  gutted.  That's  why  the  President,  despite 
his  own  ethics  problems,  was  willing  to  stump  for  the  belea- 
guered chairman  on  the  snowy  streets  of  Chicago.  Without 
Rosty,  Clinton  told  Chicago  voters,  "we  would  not  be  able  to 
do  the  things  that  we  have  to  do  to  meet  our  obligations  to 
the  future  in  health  care,  welfare  reform,  and  many  other  ar- 
eas." Such  praise  often  trips  off  the  Presidential  tongue,  even 
for  second-rate  lawmakers.  But  this  time,  Clinton's  warning 
may  turn  out  to  be  all  too  true. 

By  Howard  Gleckman  and  Richard  S.  Dunham,  with  Greg 
Burns  in  Chicago 


AFTER  MITCHELL,  A  LESS  LIBERAL 
SENATE  SEEMS  LIKELY 


With  shock  waves  from  Senate  Majority  Leader 
Mitchell's  Mar.  4  retirement  announcement  still  re- 
verberating through  the  Capitol,  it's  tough  to  hand- 
icap the  race  to  succeed  him.  But  one  thing  is  clear:  The 
Senate  leadership  will  move  to  the  right— and  that  will  reshape 
the  legislative  outlook  for  the  second  half  of  Clinton's  term. 

Mitchell,  the  Democratic  leader  since  1988,  has  been  a 
skillful  advocate  for  liberals,  even  as  the  Senate  majority 
has  moved  closer  to  the  center.  A  more  moderate  replacement 
would  accentuate  the  differences  between  the  Senate  and 
the  more  liberal  House  majority. 

The  shift  would  also  change  the  dynamics  of  congressional 
relations  with  the  White  House.  For  example:  A  centrist 
Senate  leader  might  have  saved  Clinton  an  embarrassing  de- 
feat by  warning  him  off  last  year's  economic  stimulus  plan. 

The  early  frontrunners  in  the  race  for  leader  include  New 
Democrat  John  B.  Breaux  (La.),  50,  whose  friendship  with  the 
President  has  not  kept  him  from  opposing  Clinton's  health-re- 
form and  economic  plans,  and  Majority  Whip  Wendell  H. 
Ford  (Ky.),  69,  an  old-school  moderate.  More  liberal  contend- 
ers are  Thomas  A.  Daschle  (S.D.),  a  low-key  baby-boomer  and 
Mitchell  protege,  and  John  D.  Rockefeller  IV  (W.Va.),  a  lead- 
er on  health  care. 

Business  groups,  often  frustrated  by  Mitchell's  soak-the-rich 
inclinations,  are  looking  forward  to  the  change.  Breaux  and 
Ford  have  worked  closely  with  corporate  lobbyists  on  issues 
ranging  from  taxes  to  the  environment.  And  while  Daschle  is 
more  liberal,  he  meets  monthly  with  business  leaders.  "He  is 
accessible,"  says  one  trade-group  lobbyist.  "He  may  not  agree 
with  us  all  the  time,  but  he  is  willing  to  listen."  Rockefeller, 
meanwhile,  bears  the  most  famous  name  in  American  business. 

Leadership  races  are  unpredictable,  often  decided  by  person- 
al relationships  and  regional  alliances  rather  than  ideology.  But 
the  odds  are  good  that  beginning  next  year,  new  leadership 
will  at  last  reflect  the  growing  strength  of  Democratic  moder- 
ates in  the  Senate. 

By  Richard  S.  Dunham 
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GERMANY  I 


EXECUTIVE 
IN  EXILE 


Metallgesellschaft's  Heinz  Schimmelbusch  speaks  out 


As  he  sits  in  the  hook-lined  confer- 
ence room  of  a  friend's  Manhat- 
tan office,  Heinz  Schimmel- 
busch's  eyes  well  up  when  the  talk  turns 
to  the  stresses  on  his  family  since  he 
was  fired  nearly  three  months  ago 
as  CEO  of  giant  German  conglomerate 
Metallgesellschaft  (M<;). 

Schimmelbusch,  dubbed  "the  hate 
man"  by  the  mass-circulation  newspa- 
per Bilil,  is  under  investigation  by  Ger- 
man prosecutors  amid  allegations  he  cov- 
ered up  more  than  $1.3  billion  in  U.S. 
oil-trading  losses  that  nearly  caused  the 
company's  collapse.  Police  have  searched 
his  Frankfurt  apartment.  His  17-year- 
old  son,  who  has  remained  in  Germany, 
has  received  telephoned  death  threats 
aimed  at  the  former  executive.  And  his 
10-year-old  daughter,  now  staying  with 
Schimmelbusch  and  his  wife  in  an  apart- 
ment in  New  York,  "cannot  sleep  at 
night,"  he  complains,  toying  nervously 
with  his  eyeglasses. 

The  trouble  began  on  Dec.  17,  when 
the  powerful  CEO  was  summoned  to  the 


office  of  Deutsche  Bank  Director  Ronal- 
do  H.  Schmitz,  who  also  serves  as  chair- 
man of  mg's  supervisory  board.  Schmitz, 
charging  he  had  been  blindsided  by 
mounting  deficits  as  oil  prices  collapsed 
last  fall,  "told  me  I  had  misinformed  the 
board,"  Schimmelbusch  recalls.  "I  told 
him  he  was  lying.  He  said:  'You're  fired.' 
And  that  was  that." 
personal  FEUD.  At  roughly  20-minute 
intervals,  Schmitz  dealt  out  the  same 
treatment  to  four  other  members  of  MG's 
management  board,  which  in  Germany's 
unique  corporate  architecture  is  directly 
responsible  for  day-to-day  operations. 
But  that  has  hardly  quieted  the  waters 
at  MG,  whose  $15  billion  in  annual  sales 
make  it  Germany's  14th-largest  indus- 
trial group. 

As  Deutsche  Bank,  Dresdner  Bank, 
and  other  big  lenders  implement  a  $1.97 
billion  bailout  plan,  the  mess  at  MG  has 
mushroomed  into  a  personal  grudge 
match  between  an  ousted  CEO  and  the 
powerful  Deutsche  director  who  did  him 
in.  "This  was  the  biggest  corporate  fail- 


SCHIMMELBUSCH 
IS  ALLEGED  fO 
HAVE  COVERED 
UP  MORE  THAN 
$1  BILLION 
IN  OIL-TRADING 
LOSSES  AT  MG 


i  WILL  DEFEND 
MYSELF' 


During  a  three-hour  interview  in  New 
York,  former  MG  CEO  Heinz  Schimmel- 
busch discussed  his  firing  with  Senior 
Editor  Frank  Comes,  Senior  Writer  Wil- 
liam ( Uasgall,  and  International  News  Ed- 
itor Christopher  Power. 

Q  How  did  MG  get  into  energy! 

A  In  198!)  and  1990,  we  traded  a  little 
over  30  commodities.  We  were  always 
looking  to  add  ones  in  which  we  could 
use  our  knowhow  in  trading  and  logistics. 
We  decided  to  have  an  expansionary 
strategy— metals  in  London  and  energy 
in  New  York. 

Q  Did  you  explain  //our  oil-trading  plans 
with  Deutsche  Hank! 


A  We  had  very  intensive  contacts  with 
Deutsche  Bank  in  New  York  and  Frank- 
furt on  this  hedging  strategy. 

Q  Was  MG's  board  kept  posted! 

A  On  July  7  [1993],  a  prepared,  very  in- 
depth  corporate  strategy  discussion  on 
the  initiation  of  the  chairman  of  the 
supervisory  board  was  conducted.  Why 
is  it  totally  approved  in  July,  and  why 
not  in  December?  Strategies  don't 
change  every  second. 

Q  Could  you  hare  corrected  //our  losses  af- 
ter oil  prices  plunged! 

A  This  was  very  manageable.  I  was  not 
very  excited  about  this  one.  I  had  a  spe- 
cific strategy  in  mind— put  options,  fi- 
nancing accounts  receivable.  This  was  a 
liquidity  issue  more  than  a  loss  issue. 

Q  Did  //ou  offer  to  quit! 


A  Between  Dec.  3  and  Dec.  17,  I  It 
my  resignation  several  times  . .  |' 
ceo  has  to  carry  overall  respond 
and  offer  his  resignation.  That's  thli 

Q  Will  you  sue  over  your  dismissm 

A  I  will  defend  myself  with  all  p 
priate  instruments. 

Q  What  are  your  other  plans! 

A  I  will  try  to  build  a  business. fc 
new  company,  a  consortium.  It  l|b 
Eastern  European  angle. 

CtAre  you  afraid  to  return  home! 

A  I  am  frightened.  The  feeding  f 
press— because  I  incurred  oil  Is. 
I  am  responsible  for  the  reductft 
the  corporate  population  by  7,50(1 
has  triggered  threats  against  my  I 
Germany. 


52  BUSINESS  WEEK/MARCH  21,  1994 


INTERNATIONAL  BUSII^K 


ure  since  the  war,"  says  Schmitz,  chain- 
smoking cigarillos  during  an  interview 
in  his  office.  "The  company  was  on  the 
verge  of  bankruptcy.   What  further 
grounds  do  you  want  for  fir- 
ing a  chief  executive  officer?" 
Responds  Schimmelbusch:  "If 
somebody  says  I  knew  things 
that  I  was  willfully  hiding 
from  somebody  else,  that's  a 
lie.  What  has  been  done  is 
irresponsible.  I  will  fight  for 
my  reputation  and  against 
everybody  who  defamed  me." 

Such  mudslingihg  among 
Germany's  corporate  titans 
seems  to  be  on  the  rise  now. 
As  the  country's  lengthy  re- 
cession bites  into  profits,  cor- 
porate executives  are  being 
made  to  pay— in  public— for 
their  mistakes.  Schimmel- 
busch is  a  freewheeling  Aus- 
trian who  reveled  in  his  role 
as  an  outsider  breaking  the 
rules  of  Frankfurt's  conser- 
vative    business  society. 
Schmitz  is  a  buttoned-down 
former-  chemical-industry  ex- 
ecutive who,  as  MG  chairman, 
oversees  Deutsche's  10.65% 
stake  in  the  conglomerate. 
And  both  are  digging  in  their 
heels.  One  source  close  to  Schimmelbusch 
maintains  the  two  have  been  feuding 
ever  since  Schmitz  took  over  as  MG  chair- 
man last  March  and  that  Schimmelbusch 
offered  to  quit  as  early  as  last  May. 
Schmitz  denies  any  previous  disputes. 
The  hostilities  now  may  be  headed 


IAD  TO 
IE  HIM' 


ed  in  a  black  leather  armchair,  Ro- 
ll. Schmitz,  a  Deutsche  Bank  di- 
cmd  chair-man  of  Metallgesellschaft  s 
isory  board,  discussed  the  ouster 
Heinz  Schimmelbusch  during  an 
'«m  in  Frankfurt  with  Bonn  corre- 
ct Karen  Lowry  Miller. 

y's  this  become  such  a  public  issue? 

3  is  the  biggest  corporate  failure 
;he  war,  and  I  think  it  deserves  a 
Jvel  of  debate  and  attention. 

ny  other  German  companies  have 
d  big  bsses.  Why  have  their  manag- 
zaped  punishment? 

st  companies  suffered  losses  be- 


cause the  economy  turned  down.  And 
when  the  management  has  the  right 
strategy,  you  give  them  a  chance  to  get 
the  job  done.  That  differs  from  what  we 
had  at  Metallgesellschaft. 

Q  Were  you  informed  about  what  was 
happening  in  the  oil  business? 

A  The  [MG  management]  board  and 
Schimmelbusch  had  been  given  ample 
opportunity  in  1993  to  come  forward  with 
specific  information  . . .  and  explain  about 
important  risks  and  unusual  develop- 
ments, which  they  did  not. 

Q  Did  you  ask  about  risks? 

A  Very  definitely.  The  question  was 
asked  whether  there  were  special  risks 
to  be  reported  about  and  whether  the 
systems  to  control  trading  were  ade- 
quate ....  In  every  one  of  those  dis- 
cussions, it  was  made  clear  that  the 


Metallgesellschaft  systems  were  perfect. 

Q  Is  there  a  history  of  antagonism  be- 
tween you  and  Mr:  Schimmelbusch? 

A  No.  I  was  told  by  Mr.  Schimmelbusch 
and  board  colleagues  that  they  had  very 
much  welcomed  my  appointment  as 
chairman. 


Q  Why  did  you 

Schimmelbusch  ? 


choose  to  fire  Mr. 


A  Choose  to?  I  had  to. . . .  The  company 
at  that  point  was  on  the  verge  of  bank- 
ruptcy. What  further-  grounds  does  one 
want  for  firing  a  chief  executive  officer? 

Q  What  about  MG's  oil-hedging  strategy? 

A  It  was  not  a  hedging  strategy.  Future 
delivery  contracts  were  hedged  assuming 
prices  would  continue  to  rise.  There  was 
no  provision  for  a  fall. 
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for  the  courts.  Hildegard  Becker-Tous- 
saint,  a  spokeswoman  for  the  Frankfurt 
prosecutor's  office,  says  prosecutors  in 
December  launched  an  investigation  into 
the  actions  of  Schimmelbusch  and  Mein- 
hard  Forster,  MG's  ousted  chief  finan- 
cial officer.  Becker-Toussaint  says  they 
are  suspected  of  disloyalty,  potentially  a 
criminal  charge.  Schimmelbusch  is  also 
being  investigated  for  possible  tax  eva- 
sion. "According  to  my  attorneys,  neither 
[allegation)  has  any  merit,"  says  Schim- 
melbusch. Forster  declined  to  comment. 
CENSORED.  On  Mar.  2,  Frankfurt  police 
and  prosecutors  raided  MG's  headquar- 
ters, Forster's  house,  and  Schimmel- 
busch's  apartment.  At  MG,  investigators 
sealed  off  several  rooms  and  carted 
away  nearly  .'500  files.  Schmitz  says  the 
MG  supervisory  board  may  also  pursue 
unspecified  "civil  proceedings"  against 
Schimmelbusch. 

Schmitz  repeatedly  has  alleged 
that  Schimmelbusch  misled  the 
supervisory  board.  Minutes  of 
management  board  meetings  that 
Schimmelbusch  gave  Schmitz,  the 
banker  claims,  "had  been  cen- 
sored" and  lacked  "any  indication 
of  peculiarities"  in  MG's  fast-grow- 
ing oil  business.  The  contention 
adds  fuel  to  the  growing  debate  in 
Germany  over  the  role  of  superviso- 
ry boards.  Corporate  critics  say 
they  are  little  more  than  rubber- 
stamp  bodies  with  no  real  power. 
But  Schmitz  says  that  as  soon  as  he 
became  MG's  supervisory  board  chair- 
man, he  started  asking  for  minutes 
of  management  board  sessions. 

Schimmelbusch  says  he  refused  to 


hand  them  over,  arguing  that  at  German 
corporations  this  "was  never  done." 
Nonetheless,  observers  feel  that  Ger- 
man corporate  law  entitles  a  chairman 
to  any  information  he  requests.  So 
Schimmelbusch  says  he  agreed  to  give 
Schmitz  "a  list  of  results"  from  each 
meeting  detailing  "decisions  taken." 

Schmitz  apparently  found  these  re- 
ports less  than  forthcoming.  He  says 
Schimmelbusch  "was  fully  informed 
about  the  [oil-trading]  activities  in  North 
America."  Schimmelbusch  also  "made 
me  believe,  whenever  we  touched  on 
the  subject,  that  a  system  of  controls 
was  all  in  place  and  perfect,"  Schmitz 
says.  "But  it  was  not." 

Schimmelbusch  got  MG  into  the  oil 

"THE  HATE  MAN":  THE  GERMAN  PRESS 
BLAMES  SCHIMMELBUSCH  FOR  HIS 
COMPANY'S  NEAR-COLLAPSE 


MG  PLUNGED 
INTO  AN  OIL- 
FUTURES  TRADING 
STRATEGY  ON  THE 
NEW  YORK 
MERCANTILE 
EXCHANGE 


business  in  the  U.  I 
in  1991,  partly  t 
offset  the  drag  o 
MG  caused  by  plun 
meting  world  me 
als  prices  and  th 
German  recessioi 
By  offering  customers  fixed  prices  for  i 
long  as  10  years,  MG  captured  2%  of  th 
American  oil-products  market.  MG  of 
set  its  sales  obligations  by  purchasin 
oil-futures  contracts  on  the  New  Yor 
Mercantile  Exchange.  But  when  crud 
prices  plunged  last  fall,  MG  was  left  wit 
large  losses  on  its  futures  portfolio. 

Although  Schimmelbusch  concedes  h 
oil  strategy  may  have  been  "too  expai 
sionary,"  he  says  he  always  kept  Schmil 
fully  posted  on  where  MG  was  heading 
He  says  he  held  "a  very  in-depth  corpd 
rate  strategy  discussion"  last  July  7,  "o 
the  initiation  of  the  chairman."  TheJ 
over  the  summer,  Schmitz  called  in  audi 
tors  from  the  international  aecountim 
firm  KPMG  to  review  the  books  of  MG 
U.  S.  and  London  units.  The  firm  reconj 
mended  sharply  boosting  the  reserves  J 
MG's  U.  S.  energy  operations.  Schmil 
says  he  never  attended  the  July  stratf 
gy  session  and  did  not  receive  the  aud 
tor's  report  until  he  met  with  Schin 
melbusch  in  early  December  to  discus 
MG's  worsening  oil  situation. 
no  armistice.  The  oil  business  is  likel 
to  receive  even  more  scrutiny  in  con 
ing  weeks.  A  former  MG  employee,  M 
Arthur  Benson,  a  trader  who  crafte 
MG's  petroleum  strategy,  has  sued  M 
and  Deutsche  in  the  U.  S.  Benson  wa 
dismissed  on  Feb.  4.  Charging  libel  an 
defamation,  he  claims  MG  and  Deuts 
che  stated  he  "was  personally  respor 
sible"  for  more  than  $1  billion  in  o 
losses. 

Benson  declined  to  comment  on  hi 
suit,  as  did  officials  at  MC 
Schmitz  says  that  "we  are  o 
perfectly  safe  ground  in  th 
way  we  interpreted  our  [oi' 
positions."  But  the  war  c 
words  between  Schmitz  an 
Schimmelbusch  is  any  thin 
nit    over.  Schimmelbusc1 
says  he  is  setting  up  a  ne\ 
business  with  "an  Easter 
European  angle"  as  he  cor 
tinues  to  plot  his  strateg 
against   Deutsche  Bant 
and  MG.  "I  will  defend  mj 
self  with  all  available  m 
struments,"  he  says.  Eve 
if  that  carries  Germany' 
headline-grabbing  slug 
test  to  new  heights. 

Bii  William  '  i/asi/all  i 
New   York  and  Kare 
Lowry  Miller  in  Frankfurt 
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Every  man  over  50  should  take  this 

PROSTATE  TES 


^0  ^  often,  espec^ 


ttou 


We  stat"^ 


If  you  answered  "yes"  to  any  question,  you  should  see  your  doctor. 
You  may  be  experiencing  the  symptoms  of  a  condition  called 
benign  prostatic  hyperplasia  (BPH),  which  is  an  enlargement  of 
the  prostate  gland. 

Affecting  one  out  of  three  men  over  the  age  of  50,  symptomatic 
BPH  can  be  caused  by  a  tightening  of  muscles  inside  the  prostate. 
These  tightened  muscles  can  slow  the  flow  of  urine,  leading  to 
the  kinds  of  urinary  symptoms  described  above. 

There  are  three  basic  treatment  options  for  symptomatic  BPH: 
"watchful  waiting,"  which  entails  having  regular  checkups 
over  time;  surgery;  and  medication. 

HYTRIN:  A  New  Treatment  Option 

HYTRIN  is  a  once-a-day  medication  that  can  rapidly  treat 

bothersome  BPH  symptoms.  HYTRIN  works  by  relaxing  the 


Please  see 

patient  information 

on  adjacent  page. 
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muscles  that  have  tightened  in  the  prostate,  increasing 
urine  flow  and  decreasing  urinary  symptoms.  With  HYTRIN, 
you  can  see  improvement  in  2  to  4  weeks. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at 
the  beginning  of  treatment  (or  if  you  miss  doses  and  then 
start  taking  the  medication  again).  You  may  feel  dizzy,  faint, 
or  "light-headed,"  particularly  after  getting  up  from  a 
chair  or  bed. 

If  you  have  any  urinary  symptoms,  see  your  doctor. 

Only  your  doctor  can  properly  diagnose  symptomatic  BPH 

(or  other  conditions  such  as  prostate  cancer). 

And,  only  your  doctor  can  treat  your  bothersome  BPH  symp- 
toms with  HYTRIN.  For  FREE  information  on  symptomatic 
BPH  and  HYTRIN,  please  call  1-800-4777778 


ASK  YOUR  DOCTOR  U^fYfoKflktl 
TODAY  ABOUT  II  *  1  IIIIl 

(terazosin  hci) 


HYTRIN 

/terazosin  hciI 

PATIENT  INFORMATION 
ABOUT 
HYTRIN^  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  (BPH) 

Please  read  this  leaflet  before  you  siarl  taking 
HY  TRIN.  Also,  read  il  each  lime  you  gel  a  new  pre- 
scription This  inlormalion  should  NOT  lake  Ihe  place 
of  a  lull  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  you  sian  taking  it  and  at  your  regular  check- 
ups. 

HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH.  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension).  This  leaflet  describes  HYTRIN 
only  as  a  treatment  tor  BPH. 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder.  It 
surrounds  Ihe  urethra  (you-REETH-rah),  which  is  a 
tube  thai  drains  urine  from  the  bladder.  BPH  is  an 
enlargement  of  the  prostate  gland.  The  symptoms  of 
BPH,  however,  can  be  caused  by  an  increase  in  the 
tightness  ol  muscles  in  the  prostate.  If  the  muscles 
inside  Ihe  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  Ihe  llow  ol  urine.  This  can  lead  to  symp- 
toms such  as: 

•  a  weak  or  Interrupted  stream  when  urinating 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  ol  delay  when  you  start  to  urinate 

•  a  need  to  urinate  often,  especially  al  night,  or 

•  a  feeling  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  main  treatment  options  lor  BPH: 

•  Program  of  monitoring  or  "Watchful  Waiting". 
Some  men  have  an  enlarged  prostale  gland,  but  no 
symptoms,  or  symptoms  lhal  are  not  bothersome. 
II  this  applies,  you  and  your  doctor  may  decide  on 
a  program  ol  monitoring  including  regular  check- 
ups, instead  ol  medication  or  surgery. 

•  Medication.  There  are  different  kinds  of  medica- 
tion used  to  treat  BPH  Your  doctor  has  prescribed 
HYTRIN  lor  you.  See  "What  HYTRIN  does" 
below. 

•  Surgery.  Some  patients  may  need  surgery.  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures lo  Ireat  BPH  Which  procedure  is  best 
depends  cm  your  symptoms  and  medical  condi- 
tion 

What  HYTRIN  does 

HYTRIN  relaxes  the  lightness  ol  a  certain  type  of 
muscle  in  Ihe  prostale  and  al  the  opening  of  the  blad- 
der. This  may  increase  the  rate  of  urine  flow  and/or 
decrease  the  symptoms  you  are  having 

•  HYTRIN  helps  relieve  the  symptoms  ol  BPH  It 
does  NOT  change  the  size  ol  the  prostale,  which 
may  continue  to  grow.  However,  a  larger  prostale 


•  II  HYTRIN  is  helping  you,  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
of  starting  to  take  the  medication. 

•  Even  though  you  lake  HYTRIN  and  il  may  help 
you,  HYTRIN  may  not  prevent  the  need  for 
surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Can  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VERY  FIRST  DOSE.  You  may 

feel  dizzy,  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  after  you've  taken  the  first  few  doses, 
but  can  occur  at  any  lime  while  you  are  taking  the 
drug.  Il  can  also  occur  if  you  stop  taking  the  drug  and 
then  re-slarl  treatment. 

Because  ol  this  effect,  your  doctor  may  have  told  you 
to  lake  HYTRIN  at  bedtime.  If  you  take  HYTRIN  at 
bedtime  but  need  lo  gel  up  from  bed  to  go  to  Ihe  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  Il  is  also  important  to 
gel  up  slowly  from  a  chair  or  bed  al  any  time  until  you 
learn  how  you  react  to  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  ol  the  medication.  If  you  begin  lo  feel  dizzy,  sit 
or  he  down  until  you  feel  better. 

•  You  will  start  with  a  I  mg  dose  of  HYTRIN.  Then 
the  dose  will  be  increased  as  your  body  gets  used 
to  the  effect  of  the  medication. 

•  Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  blurred  or  hazy 
vision,  nausea,  or  "puffiness"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  you  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  lo  4  weeks  So,  you  will  need  lo  continue  seeing 
your  doctor  to  check  your  progress  regarding  your 
BPH  and  lo  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  lor  your 
BPH  and  nol  lor  prostate  cancer.  However,  a  man 
can  have  BPH  and  prostate  cancer  at  the  same 
time.  Doctors  usually  recommend  that  men  be 
checked  lor  prostate  cancer  once  a  year  when  they 
turn  50  lor  40  il  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  even  if  you 
are  taking  HYTRIN.  HYTRIN  is  not  a  treatment 
lor  prostale  cancer. 

•About  Prostate  Specific  Antigen  (PSA)  Your 
doctor  may  have  done  a  blood  lest  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not 
affect  PSA  levels.  You  may  want  to  ask  your  doc- 
tor more  about  this  if  you  have  had  a  PSA  test 
done. 

How  to  take  HYTRIN 

Follow  your  doctor's  instructions  about  how  to  take 
HYTRIN.  You  must  take  it  every  day  at  the  dose  pre- 
scribed Talk  with  your  doctor  if  you  don't  take  it  for 
a  few  days,  you  may  have  to  restart  it  at  a  I  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  with  anyone  else;  it  was  piescribed  only  for 
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Keep  HYTRIN  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  HYTRIN 
AND  BPH,  TALK  WITH  YOUR  DOCTOR, 
NURSE,  PHARMACIST  OR  OTHER  HEALTH 
CARE  PROVIDER. 
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The  Burning  Must  Stoi 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rai  n  forests  occupy  just 
2%  of  the  earth's  sur- 
face. Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife- 
species  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

Y  m  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

VC^hen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke  You'd  better  call  now. 


The  National 
Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 
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HINA  AND  THE  U.S.: 

i  DANGEROUS  MISUNDERSTANDING 


Jn  the  eve  of  a  crucial  visit  by  U.  S.  Secretary  of 
State  Warren  M.  Christopher,  China  has  launched  a 
crackdown  on  dissidents.  China's  most  prominent  ac- 
ist,  Wei  Jingsheng,  was  detained  on  Mar.  4  and  then  ban- 
ed  to  the  provinces  after  dining  with  visiting  U.  S.  Assistant 
sretary  of  State  for  Human  Rights  John  Shattuck.  A  total 
13  other  dissidents  were  detained  or  arrested. 
While  it  may  be  that  the  Chinese  authorities  were  just 
ing  to  punish  Shattuck  for  what  they  considered  rude  be- 
Aor  by  a  guest,  the  roundup  has  produced  major  strains  in 
S. -Chinese  relations.  Passing  through  Hong  Kong  on  his 
y  home  from  Beijing,  Shattuck  sounded  the  alarm.  "Oh 
■  God,  not  another  one,"  he  said  when  informed  that  another 
,ivist  had  been  hauled  off.  There  could  be  very  serious 
lsequences  unless  the  Chinese  make  concessions  to  Christo- 
er— as  some  State  Dept.  officials  believe  they  will, 
sic  errors?  Regardless  of  the  outcome,  this  series  of 
ents  reveals  dangerous 
sunderstandings  between 
3  two  governments.  Be- 
jse  the  Clinton  Adminis- 
ition  is  so  eager  to  culti- 
te  China  as  a  major 
)wth  area  for  exports,  it 
s  failed  to  convince  the 
inese  that  the  U.  S.  is  also 
*ious  about  human  rights, 
r  their  part,  China's  lead- 
3  have  underestimated 
w  badly  their  efforts  to 
nff  out  dissent  would  play 
Washington.  "It's  a  terri- 
i  thing  to  see  the  Chinese 
ike  basic  errors  in  judg- 
int,"  says  Ian  Perkins, 
ief  economist  at  the  Hong  Kong  General  Chamber  of  Com- 
jrce.  "The  timing  couldn't  have  been  worse." 
That's  because  China's  crackdown  comes  as  the  annual  bat- 
:  on  renewing  its  most-favored-nation  trade  status  heats 
in  Washington.  In  order  for  China  to  keep  MFN  status, 
esident  Clinton  has  said  that  Beijing  must  make  "overall,  sig- 
icant  progress"  on  human  rights.  But  under  the  present  cir- 
mstances,  the  President  can  hardly  make  the  case  that 
lina  has  met  that  standard. 

Senior  U.  S.  officials  see  themselves  in  a  terrible  dilemma, 
l  the  one  hand,  muses  one,  there  is  "no  way"  Clinton  would 
t  U.  S.  jobs  at  risk.  But  then  he  asks:  "How  can  the  U.  S. 
t  revoke  MFN  [if  the  Chinese  don't  ease  up]?  They  are 
iking  the  impossible  inevitable." 

Without  MFN,  tariffs  would  soar,  pricing  many  Chinese  ex- 
rts  out  of  the  U.  S.  market.  That  has  Western  executives 
th  a  stake  in  China  on  edge.  "I  think  people  in  the  American 
isiness  community  are  very  worried,"  says  Thomas  D.  Gor- 
an, a  Hong  Kong-based  American  publisher.  "They're  on  a 
llision  course." 

Why  is  China  playing  such  a  dangerous  game?  One  problem 
that  Beijing  has  been  getting  confusing  signals  from  Wash- 
srton.  Since  the  Administration  began  a  series  of  high-level 


talks  with  China  last  September,  U.  S.  officials  have  repeatedly 
said  that  to  be  assured  of  MFN  status  China  must  show 
progress  on  specific  human-rights  issues  such  as  accounting  for 
and  releasing  jailed  dissidents  and  complying  with  a  1992 
deal  on  prison  labor.  But  U.  S.  officials  also  have  made  clear 
that  China's  fast-growing  market  presents  mind-boggling  op- 
portunities for  American  business.  Analysts  say  statements  by 
senior  Administration  officials  about  delinking  MFN  and  human 
rights  have  misled  the  Chinese.  Beijing  apparently  believes  the 
Administration  won't  jeopardize  the  $3  billion  U.  S.  business 
has  invested  in  China  or  the  thousands  of  jobs  created  by  or- 
ders for  such  items  as  Boeing  jets  or  Motorola  cellular  phones. 
"If  they  buy  40  Boeing  jets,  the  Chinese  feel  they  have  bought 
M  FN,"  says  a  Western  diplomat  in  Hong  Kong. 

China  also  has  its  own  reasons  for  being  unwilling  to  tolerate 
dissent.  With  the  89-year-old  Deng  Xiaoping  looking  increasingly 
frail,  the  power  struggle  in  Beijing  is  intensifying.  As  a  National 

People's  Congress  convenes 
this  week,  no  leadership  con- 
tender wants  to  look  as  if  he 
is  caving  in  to  the  U.  S.  Also, 
Chinese  leaders  don't  think 
they  can  afford  dissent  while 
they  are  trying  to  push 
through  radical  economic  re- 
forms that  will  lead  to  closing 
state  factories,  perhaps 
putting  employees  out  of 
work.  "1994  is  likely  to  be  a 
difficult  year  because  of  ris- 
ing prices  and  the  real-in- 
come loss  for  the  man  in  the 
street,"  says  a  European 
diplomat  in  Beijing.  "Strikes 
are  a  very  real  fear." 
But  Wei  has  energized  political  activists  in  Beijing  and 
Shanghai  since  his  release  last  fall  after  nearly  15  years  in 
prison.  The  dissidents  may  be  using  the  Christopher  and 
Shattuck  visits  as  cover.  They  also  seem  to  be  allying  them- 
selves with  discontented  workers  and  peasants— something 
the  government  views  as  a  grave  threat.  Three  of  those  ar- 
rested were  authors  of  the  Peace  Charter,  an  underground  pe- 
tition signed  by  about  350  dissidents.  It  calls  for  the  National 
People's  Congress  to  do  everything  from  assuring  workers  the 
right  to  strike  to  requiring  families  of  senior  officials  to  pub- 
licly declare  their  assets  as  a  way  to  fight  corruption. 

Despite  the  soured  atmosphere,  there's  still  time  to  mend 
relations.  In  the  past,  the  Chinese  have  made  narrow  conces- 
sions to  allow  MFN  to  squeak  by.  If  that's  going  to  happen, 
Christopher  is  going  to  have  to  make  his  message  heard  in 
Beijing.  He's  off  to  a  rocky  start.  Before  his  arrival  in  China, 
he  warned  that  it  must  improve  its  dismal  human-rights 
record  or  risk  losing  MFN  status.  But  he  also  announced  that 
the  Administration  was  lifting  sanctions  imposed  last  year 
on  the  sale  of  satellite  technology  to  China.  It's  yet  another 
confusing  signal  from  Washington. 

By  Joyce  Barnathan  in  Hong  Kong,  with  Dave  Lindorff, 
Lynne  Curry  in  Beijing,  and  Douglas  Harbrecht  in  Washington 
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Compaq  And  Microsoft. 
The  Connection  That's  Making 
"Plug  And  Play"  A  Reality. 


Just  about  everyone  who's  ever  used  a  computer  has 
experienced  the  same  thought:  Wouldn't  it  be  great 
it  setting  up  or  upgrading  your  machine  was  as  easy 
as  turning  it  on? 

The  idea  is  called  "Plug  and  Play."  People  have  been 
talking  about  it  for  years.  But  now,  an  ongoing  partnership 
between  Compaq  and  Microsoft,  working  with  other 
industry  leaders,  is  actually  making  it  happen. 

Plug;  and  Play  is  the  result  of  some  very  fresh  think- 
ing in  both  hardware  and  software  -  an  accomplishment 
that  tapped  the  combined  engineering  expertise  of  both 
companies.  Together,  Compaq®  computers  and  the  next 
version  of  the  Microsoft®  Windows  '"  operating  system  (code- 
named  Chicago)  will  deliver  the  long-promised  benefits 
of  true  Plug  and  Play:  easy  setup,  easy  expansion  and 
easy  connection  to  peripherals. 

Which  means  no  more  configuration  headaches.  No 
more  hidden  switches,  cryptic  codes  or  mystery. 

Even  today,  Compaq  is  shipping  computers  that  will 
take  full  advantage  of  Plug  and  Play  technology  as  soon 
as  the  forthcoming  version  of  Windows  is  available.  So  the 
Compaq  &  Windows  combination  will  quickly  become 
the  standard  for  Plug  and  Play  computing.  A  welcome 
reassurance  for  people  who  buy  computers. 


COMPAQ.  Microsoft 


994  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  Registered  U.S.  Patent  ami  Trademark  Office  Microsoft  is  a  registered  Iradem 
of  the  Microsoft  Corporation  Windows  is  a  trademark  of  the  Microsoft  Corporation 
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BEHIND  THE  SCANDAL 
AT  SPECTRUM 


Is  Peter  Caserta  just  'colorful' — or  a  manipulator  who  duped  John  Sculley  and  milked  the  company? 


Spectrum  was  in  sorry  shape  when 
Peter  T.  Caserta  was  named  chief 
executive  in  July,  1992.  The  small 
Dallas-based  company  had  developed  a 
patented  technology  that  would  allow 
wireless  data  transmission  among  com- 
puters. But  in  eight  years  it  had  yet  to 
make  a  profit.  It  was  Caserta's  job  to 
change  all  that.  A  self-styled  investment 
banker  who  claimed  to  have  extensive 
contacts  in  the  worlds  of  finance  and 
high  tech,  Caserta  vowed  to  win  Spec- 
trum Information  Technologies  Inc.  the 
recognition— and  riches— it  deserved. 

Two  years  later.  Spectrum  is  in- 
deed well-known,  though  not  for  its 
technology.  Former  Apple  Comput- 
er Inc.  Chairman  and  CEO  John 
Sculley's  announcement  on  Oct.  18 
that  he  was  taking  over  as  Spec- 
trum's boss,  and  his  subsequent  de- 
cision—just four  months  later— to 
resign  have  certainly  gained  the 
company  notoriety.  And  Spectrum 
continues  to  make  headlines.  Scul- 
ley has  sued  Caserta,  alleging  tha 
Caserta  had  concealed  Spectrum's 
regulatory  and  accounting  prob 
lems.  In  turn,  Spectrum  has  suec 
Sculley  for  reneging  on  his  employ- 
ment contract.  And  in  a  new  twist, 
sources  close  to  Spectrum  say  that 
the  lawsuits  are  about  to 
dropped.  Sculley  and  Spectrum 
wouldn't  comment. 
OUTSIDE  TIES.  While  he  was  under- 
taking such  high-profile  maneuvers 
as  hiring  Sculley,  Caserta  was 
rewarding  himself  and  his  associates, 
a  business  week  investigation  has 
found.  Soon  after  taking  charge,  Ca- 
serta moved  Spectrum's  offices  from 
Dallas  to  Manhasset,  N.Y.,  where 
his  consulting  firm  is  based.  He 
spent  $500,000  of  cash-strapped  Spec- 
trum's money  on  a  lavish  remodeling  of 
its  offices  and  $50,000  on  a  30-foot  speed- 
boat to  entertain  clients.  Caserta's  con- 
tract gave  him  a  $250,000  salary— nearly 
double  the  former  CEO's  pay— a  company 
Mercedes-Benz,  and  options  to  purchase  2 
million  shares  of  stock.  In  Caserta's  first 


year  on  the  job,  expenses  rose  53%,  to 
$14.6  million,  while  sales  declined  8%, 
to  $100  million,  and  losses  widened  to 
$10  million  from  $1.6  million. 

In  addition,  Spectrum,  during  Caser- 
ta's tenure,  handed  out  high-paying  jobs 
and  lucrative  options  to  more  than  a 
dozen  relatives  and  friends  of  the  CEO, 
according  to  interviews,  public  docu- 
ments, and  lawsuits.  Spectrum  also  ap- 
parently failed  to  disclose  the  tight  rela- 
tionship between  his  private  consulting 
firm,  Caserta  Group,  and  Spectrum. 


up  business  for  the  consulting  firrs  *' 

Caserta  declined  to  be  interviewee 
and  Sculley  refuses  to  comment  on  hi 
dealings  with  the  company.  But  Spec 
trum's  general  counsel,  Christopher  I  w 
Franco,  says  Spectrum's  acting  ceo  dt  § 
nies  any  wrongdoing.  "Peter  is  definite r 
ly  a  colorful  character,  but  he's  an  hor 1 
est  man,"  says  Franco. 

If  nothing  else,  Peter  Caserta  has  a 
ways  been  ambitious,  according  to  thos ' 1 
who  know  him.  "Creative  and  entreprt f 
neurial"  is  the  way  Frank  Caserta  d«  - 


10 


CASERTA'S 
TROUBLED 
TENURE  AT 
SPECTRUM 


if 


SPECTRUM'S 
STOCK  PRICE 


1  ~  JULY,  1992  Caserta  becomes 

Spectrum  CEO.  Spectrum  appo 
over  a  dozen  of  his  family  memf. 
qJ  and  friends  to  management  anc  ^ 


MAR  9,  '92 


Spectrum's  latest  proxy  statement 
makes  no  mention  of  Caserta's  ongoing 
outside  activities— a  possible  violation  of 
securities  laws  if  disclosure  would  have 
affected  investors'  perception  of  Spec- 
trum's stock.  But  former  clients  of  Ca- 
serta Group  say  the  firm  often  cited 
Caserta's  position  at  Spectrum  to  drum 


scribes  his  51-year-old  brother.  Pe- 
ter Caserta  attended  the  now 
defunct  RCA  Institute  of  Technok 
gy  in  1959  and  1960.  In  1976,  h  N 
and  his  brother  founded  Interglobf 
Technical  Services  Inc.,  a  ScottsdaD 
(Ariz.)  company  offering  temporary  teel 
nical  and  engineering  help  to  companies  * 
Interglobal  prospered.  In  1988,  it  was  a< 
quired  by  CDI  Corp.,  a  Philadelphia-base 
competitor,  for  $2.6  million. 

While  his  brother  Frank  remained  a 
CDI,  Caserta  started  the  Caserta  Grouf « 
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firm  hills  itself  as  an  investment 
k  specializing  in  high-tech  startups, 
gers  and  acquisitions,  and  manage- 
it  consulting.  Its  long-term  goal,  put 
h  in  promotional  materials,  was  to 
imulate  a  net  worth  of  $300  million, 
ely  by  taking  equity  stakes  in  client 
panies.  And  the  firm  wasn't  above 
tellishing  its  resume  to  woo  clients, 
n  apparent  reference  to  Interglobal, 
firm's  literature  boasts  that  Caserta 
ided  a  technical  and  engineering  firm 
l  a  staff  of  10,000  and  sales  of  $100 
ion.  Interglobal  had  annual  revenues 
>40  million  and  employed  2,000.  A 
<esman  for  the  Caserta  Group  says 
claims  are  "technically"  correct. 
bhly  MISLEADING."  It  was  through 
consulting  business  that  Caserta  first 
une  familiar  with  Spectrum.  Founded 
984  by  Dana  C.  Verrill,  the  company 
ired  its  first  patent  in  1987  on  a  tech- 
»gy  that  allowed  computers  to  com- 
licate  over  cellular  phone  systems, 
the  company  was  struggling.  In  1991, 
ctrum  averted  a  cash  crisis  with  a 
lie  offering.  That's  when  the  board 

Verrill  to  broaden  Spectrum's  man- 
ment  and  find  new  outside  direc- 
;.  He  turned  to  Caserta,  who  had  ad- 


ed  to  chief  executive,  pushing  Verrill 
into  the  chairman's  job. 

Caserta  quickly  filled  out  management 
ranks  with  allies.  His  29-year-old  daugh- 
ter, Diana,  and  his  son,  Peter  Jr.,  25, 
were  hired  as  vice-presidents  of  Spec- 
trum subsidiaries.  Franco  says  that 
there  was  nothing  inappropriate  in 
Caserta's  hiring  of  friends  and  relatives. 
"The  board  was  fully  aware  of  the  exec- 
utives recruited  by  Peter  Caserta  and 
agreed  with  his  choices,"  he  says.  Caser- 
ta's daughter  and  son  declined  to  com- 
ment. Other  family  members  also  did 
well  by  Spectrum.  In  November,  Spec- 
trum paid  $4.2  million  for  Yield  Indus- 
tries Inc.,  an  engi- 
neering contracting 
company  owned  by 
Caserta's  nephew, 
James  L.  Paterek. 
The  company,  based 
in  Staten  Island,  N.Y., 
was  profitable  with 
revenues  of  $6  million. 
Paterek  disputes  sug- 
gestions of  nepotism, 
saying  the  acquisition 


USER,  1992  In  press 
ise,  Spectrum  claims 
!  the  "equivalent"  of 
patents,  though  the 
Dany  has  only  3. 


MAY,  1993  Caserta  claims  a 
new  AT&T  agreement  will 
produce  "hundreds  of 
millions  of  dollars  in 
royalties."  Within  days, 
Spectrum's  stock  triples. 
AT&T  calls  Caserta's 
prediction  "a  gross 
exaggeration."  The  SEC 
begins  inquiry  into  stock 
manipulation. 


lent"  patents  were  pending  claims,  the 
company  says.  The  release  went  on  to 
quote  University  of  Washington  law  pro- 
fessor Donald  S.  Chisum,  an  expert  on 
patent  law,  to  back  up  the  claim.  But  a 
director  acknowledges  that  Spectrum  lift- 
ed the  quote  from  a  book  by  Chisum  on 
patent  law.  Chisum,  who  says  he  was 
never  contacted  by  Spectrum,  says  the 
press  release  is  "highly  misleading." 

Spectrum's  stock  really  took  off  last 
May,  after  the  company  made  statements 
about  a  deal  with  American  Telephone 
&  Telegraph  Co.  to  increase  its  royalty 
payments  for  Spectrum's  technology.  The 
amount  was  never  disclosed.  But  in  a 
press  release  dated 
May  11,  Spectrum  pro- 
claimed that  the 
agreement  with  AT&T 
would  result  in  "mil- 
lions of  dollars"  of  pay- 
ments to  Spectrum.  In 
interviews  the  next 
day,  Caserta  said  that 
the  deal  would  yield 
"hundreds  of  millions 
of  dollars"  in  royalties. 
The  day  of  the  an- 
nouncement, 34  million 


RIDGE  INFORMATION 
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JUNE,  1993  Arthur  Andersen  advises  board 
of  extensive  problems  with  internal 
accounting  controls.  The  auditor  is  later 
replaced  by  KPMG  Peat  Marwick. 


FEBRUARY,  1994  Sculley  resigns  and  files  a  damage  suit,  saying  he 
was  misled  by  Caserta  about  Spectrum.  Shareholders  file  lawsuit, 
alleging  scheme  to  pump  up  stock  price.  Spectrum  countersues 
Sculley,  charging  breach  of  contract.  |  | 

'94  MAR.  7,  '94 


sd  Spectrum  on  how  to  raise  money, 
^ot  everyone  was  happy  with  Caserta. 
■jroup  of  directors  fought  his  appoint- 
nt  as  vice-chairman  at  a  May,  1992, 
ird  meeting.  They  believed  Caserta 
3  trying  to  grab  control  of  the  compa- 
say  former  directors.  Indeed,  at  the 
le  meeting,  Caserta  had  recommended 
ee  new  directors  to  Spectrum's  board, 
ih  had  close  ties  to  the  Caserta  Group. 
3  dissenting  directors  were  outvoted, 
1  Caserta  joined  Spectrum's  manage- 
nt.  Two  months  later,  he  was  elevat- 


was  authorized  by  Sculley  and  the  board. 

While  his  management  style  didn't  do 
much  for  the  company's  bottom  line,  Ca- 
serta turned  out  to  be  a  master  at  sell- 
ing Wall  Street  on  Spectrum.  "With  the 
equivalent  of  over  200  patents  in  its 
quiver,  and  more  applications  pending, 
Spectrum  is  shooting  for  major  success 
in  its  licensing  program  during  1993," 
crowed  a  company  press  release  dated 
Dec.  30,  1992.  Spectrum's  patent  attorney 
acknowledges  that  the  company  had  only 
three  patents  at  the  time.  The  "equiva- 


shares  of  Spectrum  stock  changed  hands, 
the  most  active  trading  ever  for  a  Nasdaq 
stock.  By  May  19,  Spectrum's  share  price 
had  tripled,  to  11%, 

AT&T  won't  comment  on  Spectrum, 
but  at  the  time,  it  disputed  the  con- 
tract's value,  putting  it  at  a  few  million 
dollars.  The  SEC  began  an  inquiry  into 
stock  manipulation,  according  to  Spec- 
trum. Since  then,  both  the  SEC  and  the 
U.  S.  Attorney  in  New  York  have  sub- 
poenaed company  records,  Franco  says. 

Meanwhile,  Caserta  continued  to  op- 
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erate  his  consulting  business— though 
Sped  rum  [)re\  iously  indicated  to  share- 
holders that  he  had  left  Caserta  Group. 
Spectrum's  latest  proxy,  dated  Sept.  28, 
L993,  states  that  Caserta  had  l)een  chair- 
man and  CEO  of  Caserta  Group  from 
1988  to  1991.  It  marie  no  mention  of  any 
continued  involvement  with  the  firm. 
But  as  late  as  December,  1992,  Caserta 
wrote  and  signed  a  letter  on  Caserta 
Group  stationery  that  identified  him  as 
president  of  the  firm.  The  fact  that  four 
Spectrum  directors  are  paid  members 
of  Caserta  Group's  advisory  board  also 
hasn't  been  disclosed. 
A  Specuiun  s|x)kesman 
says  the  proxy  erret 
in  not  disclosing 
Caserta's  consulting 
work.  Franco  says 
that  Caserta  sold  Ca- 
serta Group  to  his 
son-in-law,  John  Bohr- 
man,  late  last  year. 
As  for  the  directors' 
role  at  Caserta  Group, 
Spectrum's  attorney 
says  disclosure  wasn't 
required. 

HEAVYWEIGHT.  Clients 
and  people  close  to 
the  firm  describe  the 
Caserta  Group  as  a 
high-pressure  sales 
operation  that  made 
thousands  of  cold  calls 
to  high-tech  compa- 
nies each  year.  In 
their  sales  pitches,  Caserta  Group  staff- 
ers repeatedly  referred  to  their  close 
ties  to  Spectrum  to  show  they  under- 
stood the  problems  of  small  companies, 
according  to  executives  at  companies 
that  have  been  approached  by  the  firm. 

One  executive  who  was  intrigued  by 
the  sales  pitch  was  David  L.  Vangeison, 
president  of  Life  Medical  Technologies 
Inc.  Vangeison  wanted  to  raise  $1  million 
for  his  company.  But  before  he  hired 
the  firm,  he  insisted  that  Caserta  Group 
provide  a  former  client  he  could  clic  k 
with.  Eventually,  he  was  told  to  call  Jo- 
seph Musacchio  of  CMI  Inc.,  a  consulting 
company  and  client  of  Caserta  Group. 
But  Vangeison  wasn't  informed  that  Mu- 
sacchio was  working  for  Spectrum, 
where  he  was  a  sales  executive  by  June, 
1992,  according  to  later  SEC  filings. 

Musacchio,  who  couldn't  be  reached 
for  comment,  spoke  approvingly  of 
Caserta  Group's  abilities.  So  in  Decem- 
ber, 1992,  Vangeison  agreed  to  pay  Ca- 
serta Group  fees  totaling  $18,000  for  its 
help  in  lining  up  $1  million  in  financing. 
Caserta  never  did  get  Life  Medical  its  fi- 
nancing. And  Vangeison  says  Caserta 
approached  up  to  15  investment  firms  to 


discuss,  without  his  approval,  a  possible 
initial  public  offering.  Then,  Life  Medi- 
cal's president  says,  Caserta  wanted 
$30,000  a  year  to  serve  as  his  invest- 
ment banker.  That's  when  Vangeison 
cut  the  firm  loose.  "The  Caserta  Group 
misrepresented  themselves,"  Vangeison 
says.  Caserta  Group  says  it  never  guar- 
antees that  it  will  secure  financing. 

Signing  Sculley  on  as  Spectrum's  CEO 
was  the  most  lucrative  deal  of  Caser- 
ta's career,  say  former  Spectrum  insid- 
ers and  shareholders.  News  that  Sculley 
was  coming  aboard  sent  Spectrum's 


share  price  up  46%  in  a  sin- 
gle day,  to  U%.  That  set  the 
stage  for  Caserta  to  sell  his 
stock  and  leave  the  compa- 
ny, according  to  the  share- 
holder lawsuit  filed  in  fed- 
eral court  in  New  York  last 
May.  sec  filings  suggest  that 
Caserta  and  other  Spectrum 
executives  may  have  been 
making  plans  to  leave  the  company: 
They  had  revised  their  employment 
agreements  in  August,  1992,  according 
to  the  filings.  For  one  thing,  the  striking 
price  for  their  options  on  Spectrum  stock 
was  lowered  40%,  to  just  $1.12  a  share. 
A  year  later  a  provision  was  added  al- 
lowing Caserta  to  keep  his  stock  options 
if  he  left  the  company. 
ROCKY  ROAD.  In  November,  Caserta  and 
three  executives  and  directors  cashed  in 
1.7  million  options  for  a  profit  of  $14  mil- 
lion, according  to  sec  documents.  Caserta 
pocketed  $8.4  million.  And  to  ensure  a 
big  payoff,  the  shareholder  suit  claims, 
Spectrum  didn't  disclose  the  SEC  investi- 
gation that  began  after  the  AT&T  episode, 
even  though  the  company  had  known  of 
it  for  three  months.  Spectrum  waited 


geison 
claims  he  paid 
Caserta  Group  to 
line  up  financing 
that  his  company, 
Life  Medical, 
never  received 


until  January  to  disclose  the  probt 
By  December,  however,  Sculley  aj 
parently  was  having  second  thought, 
Soon  after  joining  the  company,  he  di: 
covered  Spectrum's  earnings  had  bee 
inflated  through  questionable  accoun 
ing  practices,  according  to  Sculley's  lav 
suit  against  Caserta.  In  one  bookkeepin 
tactic,  the  suit  alleges,  Spectrum  booke 
licensing  revenue  of  $3.8  million  for  a 
agreement  with  modem  maker  U.  S.  R 
botics  Inc.  and  Rockwell  Internation: 
Corp.  in  the  quarter  before  the  deal  we 
signed  last  November. 

Spectrum,  whie 
says  Sculley's  su 
has  no  merit,  mail 
tains  its  former  aud 
tor,  Arthur'  Anderse  \ 
&  Co.,  had  approve  | 
counting  the  revenui 
But  a  spokesman  fc 
Andersen  says  th 
firm  didn't  review  c 
audit  any  financial 
after  Mar.  31,  199: 
Moreover,  Anderse 
says  it  raised  que; 
tions  about  intern? 
controls  and  practii 
es  at  a  June  23  Spei 
trum  board  meeting 
Spectrum  says  Scu 
ley  dismissed  Arthu 
Andersen  so  he  coul 
hire  KPMG  Peat  Mai 
wick.  The  new  aud 
tors  told  Spectrum  t 
restate  its  first  and  secon 
quarters.  It  then  posted 
combined  loss  of  $5.3  mi 
lion.  On  Fell.  7,  Sculley  ar 
nounced  his  resignation. 

And  the  bad  news  contir 
ues  for  Spectrum.  For  th 
quarter  ended  Dec.  30 
had  a  loss  of  $12  million,  it 
largest  ever.  Its  stock  pric 
has  fallen  to  about  '■>.  More  significantly 
its  future  looks  rocky.  Its  wireless  mc 
dems  face  competition  from  several  con 
panics,  including  Data  Race  Inc.  of  Sa 
Antonio  and  the  Paradyne  unit  of  AT&T 
Worse,  Spectrum's  patents  pertain  t 
today's  analog  cellular  systems  and  ma 
not  bear  much  weight  as  the  industr. 
switches  to  digital  cellular  systems 
Spectrum  hasn't  pumped  much  mone, 
into  updating  its  technology.  In  inter 
views,  Caserta  has  claimed  that  Spec 
trum  has  spent  more  than  $50  millio 
developing  its  technology.  But  a  reviev 
of  company  documents  shows  it  ha 
spent  only  $808,000  since  1986  on  R&I 
Like  so  many  other  ambitious  claims  b 
Caserta,  this  one,  too,  comes  up  short 
By  Michael  Schroeder  in  Washingto 
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Berger 
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Fund 

1  Year 
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5  Years 
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10  Years 
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15  Years 
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1  Year 
23.6% 

3  Years 
27.8% 

5  Years 
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18.2% 

10  Years 
**** 

13.4% 

15  Years 
14.6% 

19  Years+t 
14.4% 
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"Consider  our  past  in  planning  your 

future  retirement." 

President 

f\  lot  of  people  are  retiring  earlier  these  days.  If  yon  want  to  he  one  of  them,  you  need  to  start  saving  today 
ro  help  you  reach  your  retirement  goals,  we  offer  hoth  IRA  or  if  you're  self-employed,  Keogh  plans,  which  allow  you  to 
:he  benefits  of  tax-deferred  investments.  We  also  offer  two  investment  vehicles  for  these  plans,  the  Berger  100  Fund  anc 
Berger  101  Fund,  which  have  helped  countless  investors  save  toward  retirement  over  our  19-year  history.  (Naturally,  as 
with  any  mutual  fund,  past  performance  shows  the  Funds'  history  but  does  not  guarantee  future  results.) 

The  philosophy  of  the  Berger  100  and  Berger  101  Funds.  We  think  the  key  to 
investment  success  is  to  search  for  profitable,  successful  companies  because  we  believe  they  are 
most  apt  to  become  profitable,  successful  investments. 

If  our  thinking  complements  your  own,  the  next  step  is  to  see  which 
Berger  Fund  is  right  for  you.  Both  have  earned  five-star  overall  ratings  from 
Momingstar+,  but  each  has  a  different  investment  objective. 

The  Berger  100  Fund  is  a  growth  fund  which  invests  in  what  we  think  are  the  best  of  the 
current  faster-growing  companies. 

The  Berger  101  Fund  is  a  growth  and  income  fund  which  tends  to  own  larger,  establishe 
companies  whose  stability  is  often  confirmed  by  a  record  of  paying,  growing  dividends. 

You  can  open  an  account  with  as  little  as  $250  or  add  to  an 
existing  account  with  just  $50.  And  while  periodic  investments  do  not 
assure  a  profit  nor  protect  against  loss  in  declining  markets,  our  low  minimums 
help  keep  it  easy  for  you  to  start  saving  for  your  future. 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


The  Berger  Funds 


Together  we  can  move  mountains.™ 

Performance  figures  are  for  the  period  ending  12/31/93  and  include 
changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  which 
will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  Source:  Lipper  Analytical  Services,  Inc.  Past 
performance  only  shows  the  Funds'  history  and  does  not  guarantee 
future  results.  The  figures  include  the  deduction  of  12b- 1  fees  begin- 
ning in  June  1990.  "^Morningstar  proprietary  ratings  reflect  historical 
risk-adjusted  performance  through  1/31/94.  The  ratings  are  subject  to 
change  every  month.  Morningstar  ratings  are  calculated  from  the  funds' 
three-,  five-  and  ten-year  average  annual  returns  with  appropriate  fee 
adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to 
three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in 
an  investment  category  receive  five  stars  and  22.5%  receive  four  stars. 
t+Berger  Associates  assumed  management  of  the  Funds  9/30/74 
©  1994  Berger  Associates,  Inc.  BW  32194 
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ARE  GOOD  CAUSES 
GOOD  MARKETING? 


More  brands  are  using  the  ploy — and  more  critics  question  it 


hil  Collins  is  hardly  a  fashion  ma- 
ven.  And  he's  no  professional 


D 

■      model.  So  why  was  the  rock 
signed  to  appear  in  nation- 
al TV  advertisements 
for  Sears,  Roebuck  & 
Co.?  As  part  of  its  ef- 
fort to  pull  itself  out  of  a 
sales  slump,  the  retailer 
is  sponsoring  a  40-city 
concert  tour  by  Collins 
that  will  raise  more  than 
SI  million  for  the  homeless.  ' 
Says   John    H.    Costello,  \ 
Sears'  marketing  chief:  "We 
think  it  will  reinforce  the 
idea  that  Sears  is  the  most 
compelling  place  to  shop." 

Phil  Collins?  The  homeless? 
Shopping  at  Sears?  Welcome 
to  the  world  of  cause  market- 
ing, one  of  the  fastest -grow- 
ing—and  increasingly  debated— attempts 
by  corporations  to  get  consumers  to 
reach  for  their  brands.  Companies 
poured  nearly  SI  billion  into  cause  cam- 
paigns last  year,  up  24%  from  1992  and 
151%  from  1990.  according  to  the  Inter- 
national Events  Group. 
CLUTTER-CUTTER.  Inspired  by  cause-mar- 
keting success  stories  such  as  ice-cream 
maker  Ben  &  Jerry's  l  which  gives  away 
7'/4%  of  pretax  profits  I,  many  big-name 
brands  have  jumped  on  the  bandwagon. 
Avon  supports  breast-cancer  research 
in  the  U.  S.  and  several  other  causes 
abroad.  Timberland  says  it  wants  to 
"give  racism  the  boot."  Adolph  Coors 
promotes  literacy.  Kraft  General  Foods 
donates  25<f  for  scholarships  for  African 
American  college  students  with  specially 
marked  coupons  for  Stove  Top  stuffing 
and  other  products.  American  Express, 
which  stirred  marketers'  interest  in 
cause  marketing  in  the  1980s  with  a 
campaign  supporting  the  Statue  of  Lib- 
erty restoration,  raised  So  million  during 
the  holidays  when  it  promised  to  do- 
nate 2C  from  every  transaction  to  com- 
bat hunger. 

Cause-marketing  advocates  say  such 
campaigns  can  meet  traditional  market- 
ing goals,  such  as  boosting  market  share, 
pumping  up  the  sales  force,  or  improv- 


****** 
3  for 


R  THE  CAUSE 


Cause-marketing  campaigns  have 
served  different  purposes: 

GLOBAL  MARKETING  Avon  Inc. 
trumpets  different  issues  in  each  of  its 
markets.  In  the  U.S.,  it's  breast  cancer 
research.  It's  violence  against  women 
in  Malaysia,  child  nourishment  in 
China,  and  AIDS  in  Thailand. 

SHORT-TERM  PROMOTION  In  the 

fourth  quarter,  American  Express  of- 
fered to  donate  2<t  per  transaction  to 
the  antihunger  organization  Share 
Our  Strength.  The  widely  advertised 
campaign  raised  $5  million,  the  com- 
pany says. 

IMAGE  BUILDING  Coors  Brewing  has 
pledged  to  spend  $40  million  over 
five  years  on  funding  for  literacy  or- 
ganizations and  public-service  ads  on 
literacy. 

MARKETING  TO  WOMEN  Midas  is 
courting  women  drivers  with  Project 
Baby  Safe.  Drivers  who  buy  a  $42 
Century  1 000  STE  car  seat  get  a  cer- 
tificate worth  that  sum  in  Midas  ser- 
vices. 

DATA:  COMPANY  REPORTS.  BUSINESS  WEEK 


ing  a  weak  public  image,  while  helph| 
causes  the  customer  cares  about.  Amli  . 
credits  its  antihunger  campaign  wil 
helping  boost  U.S.  charge  volume  11 
9.4%  in  last  year's  fourth  quarter.  "Wht 
there  is  parity  in  product  and  price,  col 
sumers  go  for  what's  relevant,"  sa;| 
Avon  Products  Inc.  Chief  Executbl! 
James  E.  Preston.  A  tie-in  with  a  hig 
profile  social  issue  can  cut  through  tli; 
clutter  of  rival  marketing  messages,  tht$ 
add.  "It's  getting  harder  and  harder  "j 
reach  people  through  traditional  adveji 
tising,"  says  marketing  consultant  Car 
Coletta. 

The  pitch  is  simple 
the  fashion  industry  cs 
dictate  what  people  wea 
why   can't   we  influem 
more   important  things 
asks  Edward  Wachtel,  chi 
executive  of  Members  On! 
which  for  years  has  use 
antidrug  messages  in  its  ad; 

What's  wrong  with  tha 
Quite  a  bit.  say  some  peopl 
Like  green  marketing  a  fe 
years  ago,  cause  marketing  hi 
rawn  a  growing  number  of  cri 
ics  as  it  has  increased  in  popula 
ity.  They  question  its  effectivi 
ness  as  well  as  the  marketer 
sincerity.  "A  lot  of  companies  sa 
they're  doing  it  for  community-relatior 
reasons  when  they're  really  just  lool 
ing  for  publicity,"  says  David 
D'Alessandro,  marketing  chief  at  Joh 
Hancock  Mutual  Life  Insurance  Co. 
"THIN  LINE."  Critics  argue  that  if  coi 
sumers  are  savvy  enough  to  see  throug 
traditional  ads,  they're  savvy  enough 
wonder  why  companies  don't  donate  th 
millions  they're  spending  on  cause-mai 
keting  ads  directly  to  the  cause.  There 
a  thin  line  between  doing  somethin 
that  really  helps  and  something  tha 
looks  self-interested."  says  Thomas  Hat 
ris,  an  adjunct  professor  at  Northwes 
ern  University's  Medill  School  of  Joui 
nalism  and  a  founder  of  Gollin/'Harri 
Communications.  Ben  &  Jerry's  cc 
founder  Bennett  R.  Cohen  says  man 
corporations  are  "insincere"  because  the 
donate  just  a  tiny  fraction  of  the  mone 
they  earn  from  the  campaigns. 

Research  indicates  consumers  their 
selves  haven't  sorted  things  out.  A  199 
survey  by  Roper  Starch  Worldwide 
sponsored  by  cause- market  ing  specialis 
Cone  Communications  in  Boston,  foun 
that  66%  of  1,981  consumers  polle 
claimed  they  were  likely  to  switc 
brands  if  the  purchase  supported  a  caus 
of  concern  to  them.  But  58%  of  the  re 
spondents  said  cause  marketing  is  "jus 
for  show  to  improve  the  company's  im 
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MARKET! 


If  tkis  is  your 
CFOs  id  ea  of  a  somewkat 

decent  pxirclaa.se, 

kere's  sometking  triat  skou  id 

impress  li  im . 

Q  ay,  you  'll  never  get  a  deal  like  Manhattan  for  twenty-four  dollars  worth  of  heads.  But 

you  can  at  least  show  your  Chief  B  ean  Counter  that  you  understand  his  way  of  thinking. 

By  choosing  Chevy  Cavalier  as  your  company  's  fleet  vehicle,  for  instance.  Cavalier  is  the 

lowest-priced  car  in  America  with  standard  anti-lock  brakes.  It  has  a  more  powerful  engine 

than  Escort  LX  Sedan  and  Civic  DX  Sedan.  Plus  an  impressive  list  of  features.  And 

Cavalier  is  priced  anywhere  from  $1400  to  $2600  less.  So  call  the  nation 's  largest  Fleet 

Sales  and  Service  organ  ization  at  1-800-FLEET-OPS  (353-3867).  And  make  the 

purchase  that  11  go  down  in 

your  company  s  history. 
C  li  evv  Cavalier 


"Based  on  M.S.R.P.  of  Cavalier  VL  Sedan  and  reported  M.S.R.P  of  competitive  models. 
The  Chevrolet  Emblem  and  Cavalier  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


Discover  an  investment 
that's  gfoingf  places. 


Twentieth  Century  International  Equity 

Benefit  from  worldwide  opportunities  with  the  Twentieth  Century 
International  Equity  fund.  This  fund  has  earned  strong  returns  by 
trying  to  stay  fully  invested  in  companies 
around  the  world  that  are  growing  at  acceler- 
ating rates.  The  fund's  total  return  since  its 
first  month  of  operation  compares  very  favor- 
ably to  the  performance  of  the  EAFE  "  Index, 
an  index  of  unmanaged  international  stocks. 
But  remember,  past  performance  is  no  guar- 


Cumulative  total  returns  from 
5/31/91  to  12/31/93' 

61.5° 

Twentieth  Century 
International  Equity 

19.0° 

EAFE  Index 


antee  of  future  results.  Call  or  write  for  your  free  information  kit 
about  this  no-load  international  stock  fund.  The  kit  contains  a 
prospectus  with  more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully 
before  investing.  Our  family  of  no-load  funds  is  also 
available  for  401  (It)  and  Keogh  plans. 

Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


'• '  1994  Twentieth  Cenlurv  Services.  Inc 
BSW 


Investments  That  Work* 


Open  Your  IRA  to  the  World! 


42.6  20.7  are  Twentieth  Century  International  Equity's  1-year  and  since  inception  (5/9/91) 
average  annual  total  returns  as  of  December  31,  1993  ■  Data  quoted  represents  past  performance  and  assumes 
reinvestment  of  all  distributions.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be 
more  or  less  than  original  cost.  ■  The  Morgan  Stanley  Europe,  Australia,  Far  East  (EAFE  )  Index  is  a  widely  followed 
group  of  stocks  from  20  different  countries. 


arketin 


age."  And  only  12%  said  helping  a  causa 
was  one  of  the  most  important  factors  iij 
their  purchase  decisions. 

Much  more  important  were  sucl 
things  as  past  experience  with  the  brancj 
(71%),  price  (62%),  the  company's  reputal 
tion  for  quality  (56%),  and  word-of-moutf 
recommendations  (31%).  Appeals  to  char 
jtable  impulses  simply  can't  overcom* 
traditional  reasons  for  buying  products  , 
says  Stephen  A.  Greyser,  a  marketing 
professor  at  Harvard  business  school 
Asks  Greyser:  "Why  should  a  persoi 
switch  toothpaste  just  because  you'n 
giving  a  few  pennies  to  a  charity  whei 
the  real  reason  you  buy  toothpaste  i: 
to  fight  cavities?" 

SORRY,  CHARLIE.  Star-Kist  Foods  Inc.':  • 
sales  actually  dropped  after  the  tun; 
packer  launched  a  high-profile  campaigi 
responding  to  complaints  that  its  fishing 
nets  were  killing  dolphins.  The  company  I 
changed  its  fishing  practices  and  pu  I 
"dolphin-safe"  labels  on  its  cans— with  n<  I 
price  increase— but  shoppers  continue( 
to  switch  to  private-label  and  cheapet 
brands.  People  "talked  out  of  both  side; 
of  their  mouth,"  says  then-Senior  Vice 
President  J.  Wray  Connolly,  who  hat 
since  retired.  "They  wanted  dolphin-safe 
but  weren't  ready  to  pay  for  it." 

Often,  marketers  can't  tell  for  sun 
whether  the  cause  tie-in  has  any  effect 
Last  year,  Midas  International  Corp.  of 
fered  child  car  seats  to  consumers  a 
the  wholesale  price  of  $42.  Drivers  wh< 
return  a  seat  when  the  kid  outgrows  i 
get  $42  in  Midas  services.  Marketing 
Vice-President  Christian  Schoenleb  say 
the  $500,000  push,  which  also  include: 
brochures,  videos,  and  events  for  kid: 
with  "Buckles  the  Bunny,"  is  helping 
draw  women  customers:  "We  know 
we're  attracting  more  foreign-car  users 
and  we  know  more  women  own  foreigi 
cars  than  men,"  he  says.  But  he  admit; 
that  it's  hard  to  be  sure  that's  becaus<  I 
of  the  car-seat  campaign. 

Some  companies,  though,  say  they've  I 
reaped  unexpected  long-term  benefits ' 
McDonald's  Corp.'s  franchises  have  long 
been  required  to  stay  close  to  local  coml 
munities,  pushing  do-goodership  such  aJ 
Ronald  McDonald  House.  When  wholf 
blocks  of  businesses  were  burned  an( 
looted  in  \WSs  South  Central  Los  An 
geles  riots,  "we  literally  had  peopk 
standing  in  front  of  some  restaurant: 
saying,  'No,  don't  throw  rocks  througf 
this  window— these  are  the  good  guys,' 
an  executive  says.  As  the  dust  cleared 
all  60  McDonald's  restaurants  in  Soutf 
Central  were  spared.  Unfortunately,  th( 
results  of  cause-related  marketing  aren'1 
always  so  clear. 

By  Geoffrey  Smith  in  Boston  and  Rot 
Stodghill  II  in  New  York 
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SPECIAL  ADVERTISING  SECTION 

The 
Revolution  in 
Employee 
Benefits 


Health  Care  And  Pensions 
Are  Both  Changing  Rapidly 


Nobody  calls  them  fringe 
benefits  any  more; 
they're  beyond  the 
fringe.  Employee  bene- 
fits have  become  a  cru- 
cial partner  with  cash  compensa- 
tion in  attracting,  retaining,  and 
motivating  employees.  In  fact,  a 
recent  report  from  the  National 
Study  of  the  Changing  Workforce 
found  that  43%  of  employees  who 
changed  jobs  rated  employee  ben- 
efits as  "very  important"  in  their 
decision,  while  only  35%  said  the 
same  for  salary  or  wages. 

Although  benefits,  which  cost 
U.S.  employers  a  sum  equal  to 
about  16%  of  total  wages,  continue 
to  play  an  important  role,  they  are 
undergoing  dramatic  changes.  The 
changes  began  as  employers  per- 
ceived the  growing  diversity  of  the 
U.S.  labor  force.  "  There  was 
recognition  that  it  isn't  a  one-size- 
fits-all  environment,"  says  John  S. 
Roberts,  a  vice-president  of 
UNUM  Life  Insurance  Company 
of  America.  As  a  result,  says  Allan 
Martin,  a  managing  director  at 
Bankers  Trust  Co.,  "There  has 
been  much  greater  emphasis  on 
employee  choice." 

But  the  movement  to  expand 
flexibility  has  become  bound  up  with 


Much  of  wbafs  in 
both  the  Clinton 
plan  and  competing 
proposals  before 
Congress  draws 
upon  experience 
amassed  by  insurers 
and  employers  in 
responding  to 
medical  cost 
inflation. 

a  second  major  trend,  the  drive  to 
cut  costs.  As  U.S.  corporations  have 
downsized,  they  have  sought  to  hold 
the  line  on  benefits  by  shifting  more 
of  the  costs  and  risks  to  employees 
in  return  for  giving  them  more  of  a 
voice  in  choosing  the  benefits  they 
want.  Changes  in  accounting  stan- 
dards requiring  companies  to  dis- 
close their  unfunded  liabilities  for 
pensions  and  health-care  benefits 
have  only  strengthened  the  cost- 
cutting  impulse. 


A  Vast  Array 

Employee  benefits  include  a  vast 
array  of  non-cash  compensation, 
from  discounts  on  the  company's 
products  and  subsidized  child  care  to 
healda  club  memberships  and  free 
parking  places.  But  the  two  main 
areas  of  benefits  are  health-care  and 
retirement  income,  and  both  are  in 
the  midst  of  sweeping  changes.  The 
Clinton  Administration  is  proposing 
extensive  health-care  reforms  diat 
will  reverberate  through  the  work- 
place, while  the  defined  contribution 
revolution  continues  to  reshape 
retirement  benefits. 

As  concern  about  health-care 
costs  has  mounted,  the  Clinton 
Administration  has  put  forward  a 
complex  proposal  for  government 
action  that  relies  heavily  on  employ- 
ers as  the  touchstone  for  health-care 
coverage.  Employers  are  carefully 
watching  what  promises  to  be  a 
lengthy  public  policy  debate,  but 
meanwhile,  they  are  continuing  to 
reshape  benefits  in  this  area. 

Indeed,  whatever  happens  in 
Washington,  "in  many  respects, 
health-care  reform  is  already  occur- 
ring," says  George  F.  Miller,  senior 
executive  vice  president  of  the  John 
Hancock  Mutual  Life  Insurance  Co. 
Laws  are  changing  at  the  state  level, 
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Real  life,  real  answers 


You  re  telling  someone  they  wont  see  their  money  again 
for  20  years.  You  know  you  can't  just  hand  them  a  brochure. 

We  know  that,  too.  That's  why  we  have  such  a  complete  and 
comprehensive  education  program  for  your  employees 
built  into  the  JOHN  HANCOCK  FLEXIBLE  401  (k)  PLAN. 
It's  backed  by  extensive  research  based  on  the  needs 


and  questions  most  employees  have  about  401  (k)  plans. 

Select  from  a  full  range  of  multi-media  materials  designed 
to  help  401  (k)  investors  build  wealth  over  time,  or  we'll  develop  a 

customized  approach  designed 
specifically  for  you. 

Need  a  little  convinc- 
ing yourself?  Just  call  us  at 
(800  )  294-7734  and  ask  about 
the  John  Hancock  Flexible 
401  (k).  We'll  even  tell  you  what 
the  (k)  means. 


We  can  answer  every 
question  your  employees 
have  about  a  401 (kl 


Including  why  the  k 
is  in  parentheses. 


©  IW4  |ohn  Hancock  Mutual  Lift  Insurance  <  ompiny,  |ohn  Hancock 
Distributors.  Inc.,  .ind  affiliated  companies,  Boston,  MA  112  1  1 7 


8PECIAL  ADVERTISING  SECTION 


and  he  adds,  "We're  seeing  a  con- 
solidation of  hospitals  and  doctors 
groups,  and  we're  seeing  an 
increased  competitive  environment, 
which  is  good  for  the  consumer  and 
for  the  country  in  terms  of  contain- 
in"  costs."  In  1993  medical  cost 
inflation  declined  to  6%,  the  small- 
est increase  in  more  than  a  decade. 
While  cynics  say  health-care 
providers  and  drug  companies  are 
simply  laying  low,  hoping  that  the 
Clinton  proposals  will  go  away, 
most  believe  the  declining  inflation 
rate  reflects  the  re-engineering  of 
health  care  that  has  been  pursued  by 
employers  and  insurance  companies. 

Much  of  what's  in  both  the 
Clinton  plan  and  competing  pro- 
posals before  Congress  draws  upon 
experience  amassed  by  insurers  and 
employers  in  responding  to  medical 
cost  inflation.  For  years,  the  basis  of 
medical  benefits  was  indemnifica- 
tion: An  employee  received  treat- 
ment and  sent  the  bill  to  the  insur- 
ance company  for  payment.  That 
meant  consumers  had  no  incentive 
to  shop  around  for  bargains,  and 
suppliers  had  no  incentive  to  limit 
prices,  leading  to  spiraling  costs. 

Insurers  have  responded  by 
moving  to  a  more  activist  role  in 
managing  the  care  that  diey  pay  for. 
"Managed  care"  used  to  mean  get- 
ting people  to  join  HMOs  [I  [ealth 
Maintenance  Organizations],  but 
that's  too  narrow  a  definition  for 
today,  says  Dr.  Edward  J.  Smith: 
"It's  a  spectrum.  The  common 
thread  is  that  health  care  is  adminis- 
tered through  a  provider  network — a 
specified  set  of  hospitals  and  service 
deliverers,  and  there  is  some  form  of 
utilization  management  so  services 
and  benefits  coverage  are  deter- 
mined in  advance  and  limits  are 
established  in  advance."  Dr.  Smith, 
who  is  vice  president  and  associate 
national  medical  director  of  CIGNA 
I  lealth  Plans,  adds,  "In  the  more 
mature  forms  of  managed  care,  you 
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The 
Revolution  in 
Employee 
Benefits 


•  1 

Employers  are 
offering  employees 
the  opportunity 
to  buy  additional 
insurance. 


also  have  forms  of  quality  manage- 
ment and  processes  related  to  con- 
tinuous quality  improvement."  A 
survey  by  I  Iay/I  liggins,  an  actuarial 
and  benefits  consulting  firm,  found 
that  half  of  the  companies  respond- 
ing offered  managed  care  as  their 
primary  health  insurance  plan. 

As  a  result,  instead  of  just  mail- 
ing out  claims  checks,  Miller  says, 
"We're  finding  ourselves  working 
much  more  closely  with  an  employ- 
er." Indeed,  Smith  says,  at  CIGNA, 
"We  call  ourselves  a  managed  care 
healdi-care  company.  We  view  our- 
selves as  part  of  the  medical  system, 
not  an  insurance  company.  CIGNA 
employs  a  thousand  physicians,  all 
in  the  direct  delivery  of  health-care, 
so  we're  really  a  medical  delivery 
company."  He  adds  that  CIGNA 
will  provide  "classic  indemnifica- 
tion, but  we  really  see  very  few 
clients  asking  for  it  any  more." 


Extending  the  Concept 

The  managed  care  concept  has 
been  extending  into  more  and  more 
benefits  areas.  In  the  case  of  work- 
ers compensation,  for  example,  Reg 
Wakefield,  assistant  vice  president 
and  manager  of  rehabilitation  at 
Liberty  Mutual  Insurance  Group, 
says,  "One  of  the  things  we're  doing 
is  substantially  expanding  our  case 
management  or  rehabilitation  man- 
agement network,  both  telephonic 
and  on  site."  Liberty  Mutual  has 
more  than  250  nurses  on  its  staff 
who  keep  in  touch  with  injured 
employees  and  make  sure  they  have 
an  appropriate  treatment  plan. 
"Employees  like  it  because  there  is 
communications  and  someone  is 
looking  out  for  them  and  addressing 
the  return  to  work  issue,"  Wakefield 
says,  "Most  patients  want  to  get 
better  and  go  back  to  work.  You 
hear  horror  stories,  but  that's  not 
the  norm." 

Something  similar  is  going  on 
in  disability  insurance  where  insur- 
ers are  becoming  increasingly 
proactive  because  "disability  is 
becoming  a  much  more  complex 
business,"  says  UNUM's  John 
Roberts.  The  Americans  With 
Disabilities  Act  has  changed 
employers'  obligations  to  employees 
who  become  disabled,  and,  mean- 
while, the  shift  to  a  post-industrial 
economy  means  more  workers  are 
suffering  from  such  modem  ail- 
ments as  carpal  tunnel  syndrome, 
chronic  fatigue  syndrome  and 
assorted  forms  of  stress.  These  are 
harder  to  diagnose,  harder  to  cure, 
and  harder  to  determine  when  and 
how  an  employee  ought  to  be 
expected  back  at  work. 

Roberts  notes  that  UNUM  has 
established  its  PRLME  program  - 
Proactive  Risk  Management  for 
Employers — to  "help  employers 
prevent  disabilities  or  teach  them 
how  to  get  people  off  disability  and 
bring  them  back  to  work."  Thus, 


We  give  every  facet  of 
your  benefit  plan  an  edg< 


ft 


The  Principal  Edge.® 

There's  more  to  the  beauty  of  a  benefit 
plan  from  Principal  Mutual  Life  Insurance 
Company  (The  Principal®)  than  meets  the  eye. 
Each  facet  is  uniquely  designed  to  reflect 
your  company's  needs.  Crafted  from  a  solid 
core  of  products,  each  with  its  own  advantage. 
Group  life  and  medical  plans.  401  (k),  404(c), 
pension  investment  products  and  employee  bene- 
fits of  all  kinds. 
We  can  add  polish  to  your  plan,  with  sponsored 
benefits  that  increase  value  without  increasing  your 
cost.  Products  like  Select  Universal  Life  and  Princare® 
Long-Term  Care. 

And  we  follow  up  with  flawless  service.  Quick  response 
to  claims.  And  an  accuracy  rate  of  99%  + .  In  addition, 
The  Principal  consistently  receives  excellent  ratings 
from  all  of  the  top  independent  ratings  services. 
For  113  years,  we've  been  creating  customized 

plans  that  give  companies  like 
yours  an  edge.  And  in  all 
modesty,  we  think  we've  achieved 
some  sparkling  results. 
'a\       The  Principal  Financial  Group, 
and         711  H'9h  Street,  Des  Moines,  IA 
F*11  \rt  50392-0150. 

Gr°uP 
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No  one 
thinks  about 
retiring  more 
than  we  do. 


A,  CIGNA,  we  provide  retirement 


and  investment  services  for  over  7,000 


companies  and  five  million  people.  We 


manage  over  $33  billion  in  retirement 


assets.  And  have  the  largest  network  of 


retirement  specialists  in  the  country. 


We  became  such  a  major  player  by  taking  a  different  approach.  Unlike  others,  we  don't 


try  to  sell  you  what  we  have.  We  first  figure  out  what  you  need.  Then  customize  a  pro- 


gram that  works  best  for  your  company.  Offering  a  full  range  of  investments  and  services 


to  make  defined  benefit  and  401(k)  plans  successful.  From  actuarial  services  and  benefit 


payments  to  employee  communications  and  recordkeeping.  Giving  you  and  your 


employees  a  wide  range  of  investment  options.  Including  access  to  some  of  the  best 


performing  mutual  funds  in  the  industry.  But  what  really  makes  us  different  is  not  what 


we  do.  But  how  we  do  it.  Our  goal  is  100%  customer  satisfaction,  100%  of  the  time. 


Which  is  what  you'd  expect  from  the  people  who  spend  all  day  thinking  about  retiring. 


CIGNA  Retirement  & 
Investment  Services 

A  Business  of  Caring. 


The  Guardian 


The  Good  Grades 


To  Have  Gotten. 


The  folks  at  The  Guardian  Life  Insurance  Company  may  not  have  walked  seventeen  miles  through 
a  blizzard  to  get  to  school,  but  nobody  gets  higher  marks  for  financial  strength.  Not  even  dear  oF  dad. 

Moody's  gave  them  an  Aaa.  Standard  &  Poor's  and  Duff  &  Phelps  rated  them  AAA. 
A.M.  Best  awarded  them  an  A++.  And  to  top  it  off,  FORTUNE"  magazine  recognized  The  Guardian 
as  the  Number  One  insurance  company  of  the  50  largest  based  on  net  income  as  a  percent  of  assets. 

Listen,  The  Guardian's  been  around  longer  than  your  dad's  dad.  Give  them  a  call  and  find  out  why 
they'll  be  here  for  your  kid's  kid's  kid.  And  learn  why  they're  the  intelligent,  financially  strong  choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance,  Disability  Income  Protection,  or  Equity  Products.* 

Call  1-800-662-1006  now  and  you'll  really  look  smart  to  your  family. 

4&  The  Guardian 


The  Intelligent  ( Choice 

Since  1860 
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A  retirement 
that  may 
be  longer 

than 
a  career. 

when  employees  at  a  software  devel- 
opment company  in  the  Boston  area 
had  problems  widi  carpal  tunnel 
syndrome,  the  company  initially 
thought  the  solution  would  require 
replacing  its  $10,000  workstations. 
But  UNUM  ergonomics  experts 
found  that  the  company  simply  had 
keyboards  on  the  wrong  level, 
Roberts  says. 

Meanwhile,  there  are  continu- 
ing additions  to  the  range  of  health- 
care benefits.  More  firms  are  offer- 
ing dental  and  psychiatric  coverage, 
for  example — but  these  additions 
are  coming  in  a  managed  care  and 
preferred  provider  network  frame- 
work. The  newest  frontier  is  long- 
term  care.  In  January,  Liberty 
Mutual  became  one  of  die  7%  of 
the  country's  employers  offering 
long-term  care  insurance  to  its 
employees.  Those  who  elect  this 
benefit  not  only  cover  themselves 


but  also  their  spouses,  parents,  and 
in-laws,  and  it's  portable,  allowing 
participants  to  continue  the  cover- 
age if  they  leave  the  company. 

More  employers  are  also  offer- 
ing employees  the  opportunity  to 
buy  additional  insurance.  Employees 
have  to  pay  for  it  themselves,  but 
they  get  to  buy  it  at  lower  group 
rates  by  going  through  the  company. 
They  can  supplement  the  company's 
benefits  with  additional  life  insur- 
ance or  disability  coverage  or  expand 
their  medical  coverage  to  such  areas 
as  eye  care  and  psychiatric  care. 
"People  look  at  this  as  an  added 
perk,"  says  UNUM's  Roberts. 

Despite  all  of  the  talk  about  cost 
controls,  CIGNA's  Smith  says, 
"There  are  costs  that  cannot  be  con- 
trolled: The  aging  of  our  society 
will  require  the  spending  of  more 
money.  Technology,  such  as  imag- 
ing or  pharmaceuticals  will  cost 
money."  But  he  adds,  "In  the  U.S., 
we  like  to  think  more  is  better,  and 
that's  simply  not  the  case.  What 
managed  care  is  trying  to  put  in 
place  is  a  system  that  defines  what's 
effective  and  make  sure  people  get  it 
in  the  right  setting." 

Pace  of  Change 

The  rising  pace  of  change  in 
health-care  benefits  is  joining  the 
revolution  in  pensions  that  has  been 
underway  for  1 5  years.  When  com- 
panies first  began  to  promise  pen- 
sions to  workers  decades  ago,  the 
costs  seemed  manageable  enough. 
In  many  cases,  an  employee  joined 
the  company  at  age  1 8  and  stayed 
until  he  was  65,  providing  plenty  of 
time  for  the  company  to  put  aside 
money  to  support  the  worker  in 
retirement  —  a  period  of  quiet  and 
modest  living  that  on  average  would 
last  a  couple  of  years. 

That  model  bears  little  rele- 
vance to  today's  employment  mar- 
ket, where  people  go  to  work  later, 
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retire  earlier,  change  jobs  more  fre- 
quently, and  need  an  income  for  a 
retirement  period  that  will  last 
longer  and  be  more  active.  These 
days,  it's  not  unusual  for  people  to 
enter  the  labor  force  in  their  late 
20s,  retire  in  their  late  50s  and 
because  of  increasing  longevity,  look 
forward  to  a  retirement  that  may  be 
longer  than  their  career. 

The  large  companies  that  began 
offering  pensions  after  W  orld  War 
II  created  defined  benefit  plans 
which  guaranteed  employees  specif- 
ic benefits  based  on  years  of  service 
and  final  salaries.  Companies  set 
aside  funds  which  they  invested  in 
the  hopes  of  generating  the  amounts 
their  actuaries  determined  they 
would  need  to  provide  the  benefits 
they  had  promised.  If  their  invest- 
ment results  fell  short,  thev  would 
have  to  contribute  more  monev. 

But  the  growing  mobility  of 
American  workers  meant  the 
promise  of  benefits  seemed  increas- 
ingly empty  to  those  who  left  the 
employer  before  they  were  vested  in 
the  plan  and  entitled  to  any  benefits. 
.Moreover,  many  employers  were 
troubled  bv  the  rising  costs  of  com- 
plying with  federal  pension  regula- 
tions and  paying  government  insur- 
ance premiums. 

All  of  this  has  spurred  the  rapid 
rise  in  defined  contribution  plans,  in 
which  companies  agree  to  set  aside  a 
defined  amount  per  month  for  each 
employee,  but  the  retirement  benefit 
is  not  defined.  Instead,  the  employ- 
ee's retirement  benefits  are  based  on 
the  investment  results  generated. 

"The  trend  toward  defined  con- 
tribution plans  and  away  from 
defined  benefit  plans  is  dramatic." 
says  Michael  P.  Kilev  a  vice  president 
at  the  Guardian  Life  Insurance 
Company  of  America.  The  large 
corporations  that  have  had  defined 
benefit  plans  have  kept  them,  but 
instead  of  enriching  them,  mam- 
have  added  defined  contribution 


The 
Revolution  in 
Employee 
Benefits 


Pre-mixed 
portfolios 
make  it  easy 
for  employees 
to  choose 
a  set  of 
investments. 

plans.  Moreover,  many  smaller  and 
newer  companies  which  are  just  cre- 
ating pension  have  focused  entirely 
on  defined  contribution  plans. 
Defined  benefit  plans  have  more 
than  $1.3  trillion  in  assets  and  cover 
some  28  million  workers,  but  defined 
contribution  plans  are  now  growing 
faster  in  terms  of  numbers  of  plans, 
total  assets,  and  employees  covered. 

"W  ithin  the  defined  contribu- 
tion area,  the  401  [k]  plan  is  obvi- 
ously the  most  popular  selection." 
Kiley  says.  A  surv  ey  last  year  by 
Buck  Consultants  found  that  94% 
of  the  respondents  offered  401  [k] 
plans,  up  from  "2%  in  1989.  On 
average  78%  of  eligible  employees 
participated  in  these  plans,  up  from 
66%  in  1989.  401  [k]  plans,  named 
for  the  section  of  the  Internal 


Revenue  Code  that  authorized 
them  in  1978,  allow  employees  to 
shift  up  to  6%  of  their  before-tax 
salaries  into  various  investments. 
In  401  [k]  plans— and  403  [b]  plans, 
the  401  [k]  counterpart  for  employ- 
ees of  non-profit  organizations — 
employers  frequently  encourage 
employee  savings  by  putting  in  as 
much  as  50  cents  for  each  dollar 
that  employees  contribute. 

Kiley  notes  that  these  plans 
"have  matured  and  are  reaching  a 
higher  level  of  sophistication  in 
their  investment  offerings."  He 
adds.  "The  early  plans  were  heavily 
skewed  toward  fixed  or  guaranteed 
investment  options,  but  more 
recently  participants  have  an  oppor- 
tunity to  select  from  a  much  broad- 
er array  of  investments." 

New  Regulations 

One  reason  for  this  has  been 
the  404[c]  legislation  put  forward 
by  the  U.S.  Department  of  Labor 
last  year.  These  new  rules,  con- 
tained in  Section  404 [c]  of  the 
Employee  Retirement  Income 
Security  Act  of  1974.  urge  plans  to 
offer  at  least  three  broad  investment 
options,  supply  sufficient  informa- 
tion to  plan  participants,  and  permit 
assets  shifts  at  least  once  a  quarter. 
Employers  aren't  required  to  com- 
ply with  these  rules,  but  companies 
which  do  have  a  "safe  harbor" 
exempting  them  from  potential 
legal  liability  in  many  areas. 

Allan  Martin  of  Bankers  Trust 
says,  "The  whole  initiative  around 
404[c]  has  caused  companies  to 
rethink  the  investment  design  in 
their  savings  plans,  and  the  bottom 
line  is  that  they  have  increased  the 
number  of  options."  Instead  of 
offering  a  choice  of  company  stock, 
some  kind  of  insured  investment, 
and  perhaps  one  other  choice,  more 
and  more  plans  are  providing  a  long 
list  of  choices,  sometimes  including 


Risk  has  a  very  long  reach. 


Retirement  planning  has  strikingly 
long-range  effects.  The  risks  you  choose  to 
take  —  or  not  take  —  can  touch  you  ten, 
twenty,  even  thirty  years  from  now. 

It  doesn't  matter  whether  you're 
planning  your  own  retirement  or  doing  the 
planning  for  your  whole  company.  The  risk 
is  just  the  same. 

Some  risk  is  of  a  familiar  species: 
market  risk,  inflation  risk.  But  most  is  more 
exotic:  longevity/mortality  risk,  early  retire- 


ment risk,  investment  allocation  risk. 

Risk,  hoth  garden  variety  and  exotic, 
is  what  Bankers  Trust  knows  most  ahout. 
Today,  we've  marshaled  all  our  risk  manage- 
ment skills  to  help  you  deal  with  that  most 
difficult  of  creatures,  the  retirement  plan. 

To  learn  more  ahout  our  Retirement 
Services,  call  Rich  Marin,  (212)  454-1613. 

Manage  risk  wrong,  and  it'll  reach 
out  and  punish  you.  Manage  it  right,  and  it 
will  bring  you  nothing  hut  rewards. 


D  Bankers  Trust  Retirement  Services 
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the  entire  range  of  products  offered 
by  a  mutual  fund  family.  Indeed, 
Hankers  Trust,  together  with 
(diaries  Schwab  &  Co.  is  offering  its 
40 1  [ k |  clients  access  to  some  200 
no-load  mutual  funds. 

In  addition  to  offering  varied 
investment  options  so  that  the  par- 
ticipant can  put  together  a  mixture 
appropriate  for  his  or  her  personal 
financial  circumstances  and  risk 
preferences,  Alan  Ann  Langevin, 
marketing  director  of  CIGNA 
Retirement  and  Investment 
Services,  says,  "We're  seeing  a  trend 
toward  lifestyle  funds — hinds  that 
are  premixed  with  the  right  portfo- 
lios. If  you're  30,  you  should  be 
heavily  invested  in  stocks,  but  some- 
one 50  or  60  is  not  going  to  be  mov- 
ing more  in  the  fixed  income  areas, 
so  providers  are  putting  out  an  arraj 
ot  lifestyle  hinds  that  will  meet  the 
needs  of  various  demographic  pro- 
files." These  pre-mixed  portfolios 
make  it  easy  for  employees  to 
choose  a  set  of  investments  that 
match  their  needs. 

As  the  range  of  choice  is 
widened,  however,  Martin  says,  "It 
places  a  higher  anil  higher  premium 
on  educating  participants.  It  does 
no  good  to  go  to  a  range  ot  hinds  if 
the  participants  don't  put  any 
money  in  the  new  options.  So 
4041c]  has  certainly  highlighted  the 
need  tor  companies  to  do  a  better 
job  ot  informing  participants.  "  I  Ie 
adds  that  there  is  a  certain  "ambiva- 
lence" among  employers  who  don't 
want  to  appear  to  be  giving  advice 
that  turns  out  badly. 

Nonetheless,  CIGNA's 
Langevin  says,  "We're  seeing  a  lot 
more  effort  to  go  to  participants 
with  information  and  tools  to  help 
them  decide  how  to  invest  their 
money."  For  example,  Public 
Sen  ice  Gas  >Sc  Electric  Co.,  a  utility 
based  in  Newark,  New  Jersey,  runs 
day  long  seminars  to  introduce 
401  [k|  participants  to  the  basics  of 
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investing.  The  sessions  focus  on 
risks,  including  the  risks  ot  not 
keeping  pace  with  inflation  as  well 
as  the  risks  of  losing  money  on 
investments. 

For  the  most  highlv  paid 
employees,  many  companies  aren't 
worried  about  education  but  about 
mechanisms  for  increasing  benefits. 
As  a  result  of  recent  legislation,  the 
maximum  salary  for  determining 
contributions  to  a  "qualified" 
defined  contribution  plan  this  year 
has  been  reduced  to  Si  50,000  from 
$235,840,  and  the  maximum  amount 
of  salary  that  can  be  set  aside  in  a 
401  [k]  plan  before  taxes  is  S9240. 
Consequently,  a  growing  number  of 
companies  are  creating  "nonquali- 
fied" plans,  such  as  so-called  "401  [k] 


excess  plans"  or  supplemental 
employee  retirement  plans  [SFRPsj 
to  enrich  the  basic  plans. 

The  rapid  growth  in  the  various 
categories  of  defined  contribution 
plans  has  spurred  intense  competition 
among  commercial  banks,  insurance 
companies,  and  mutual  funds  seeking 
to  manage  these  plans.  Each  partici- 
pant in  a  defined  contribution  plan 
has  his  or  her  own  separate  account, 
and  a  survey  by  Buck  Consultants  last 
year  found  diat  the  percentage  of 
401  [k]  plans  permitting  daily  or 
monthly  shifts  among  investments 
had  risen  to  30%  in  1993  from  12% 
in  1990,  so  there  are  substantial 
administrative  burdens.  "If  you  don't 
offer  a  certain  level  of  service,  you 
can't  play  in  this  game,"  says 
1  angevin.  'A  <  >u  ha\  e  ti  i  have  a  t<  >p- 
notch  record-keeping  system,  and  you 
must  be  w  illing  to  invest  in  technolo- 
gy." Many  providers  offer  toll-free 
phone  numbers,  daily  account  bal- 
ances, and  an  assortment  of  literature. 

Spawning  New  Products 

The  switch  to  defined  contribu- 
tion plans  has  also  spawned  new 
products,  such  as  UNUM's 
Lifesty  le  Security  Protection.  If  an 
employee  becomes  disabled,  LSP 
continues  making  contributions  to 
the  defined  contribution  plan. 

Amid  the  transition  to  the 
defined  contribution  environment, 
there  is  concern  that  too  many  peo- 
ple have  chosen  to  invest  too  little 
or  have  invested  it  too  conservative- 
ly to  end  up  with  a  comfortable 
retirement  income.  "Many  people 
simply  don't  realize  how  much 
money  they  w  ill  need  in  retire- 
ment," says  David  L.  Potter,  a  sec- 
ond vice  president  at  L  \l  \1. 

The  problem  is  that  looking 
exclusively  at  defined  contribution 
plans  doesn't  tell  the  whole  story. 
Many  employees  have  quite  proper- 
ly taken  the  view  that  their  retire- 


The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 
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a  Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon  felt  We  Made  It  Easier  To  Swallow. 


iS&^^rtS*^*     a  30%  decrease  in  claims  and  a  43%  decrease  in  costs.  If  you'd  like  to  feel  better 
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Please  check  one  response  for  each  following  question. 

1  What  is  your  company's  type  of  business? 

I  □  Agriculture   2  -J  Mining.  Construction   3  □  Manufacturing.  Processing   4  _l  Wholesale.  Retail  Trade 
5  J  Finance.  Insurance.  Real  Estate  6  □  Government   7  J  Transportation.  Public  Utilities 
8  □  Service  Industries  9  J  Other  -  Please  Specify: 

2  What  is  your  title? 
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only  made  sense 
for  large  companies. 

Introducing  the  T.  Rowe  Price  Century  Plan.SM 


nent  plan  should  be  their  conserva- 
ive  investment,  while  they  make 
nore  aggressive  investments  with 
heir  personal  savings.  Moreover, 
Ulan  Martin  notes  that  many  execu- 
ives  "have  stock  options  and  incen- 
ive  performance  contracts,  and 
hese  are  heavily  oriented  toward 
:quity.  When  you  look  at  all  that, 
heir  401  [k]  may  indeed  be  the 
ippropriate  place  to  be  more  con- 
ervative."  In  the  case  of  less  afflu- 
:nt  employers,  the  downsizing  that 
las  swept  through  American  indus- 
ry  has  led  many  to  view  their  401  [k] 
s  a  potential  source  of  cash  if  they 
ose  their  job.  It's  a  good  reason  to 
nvest  it  in  ways  that  offer  steady 
ralue  and  liquidity  in  case  they  need 
he  money  before  retirement. 

The  transformation  taking  place 
n  employee  benefits  is  far  reaching 
nd  important  for  both  employers 
nd  employees.  Employment  for 
nost  people  is  more  than  an  honest 
lay's  wages  for  an  honest  day's 
rork.  For  many  people,  their  jobs 
re  closely  interwoven  with  their 
dentity,  and  their  benefits  are  inter- 
voven  with  their  quality  of  life.  The 
egular  paycheck  shapes  most 
imployees'  daily  lives,  but  medical 
senefits  will  determine  whether  they 
emain  free  from  the  financial  risks 
)f  catastrophic  illnesses  or  disability. 
Vnd  the  pension  they  earn  from 
heir  job  will  play  a  major  role  in 
letermining  whether  the  lifestyle 
haped  during  their  career  can  be 
naintained  in  retirement. 

Right  now,  the  structure  and 
evel  of  many  employee  benefits  are 
n  flux.  But  one  thing  is  for  sure: 
hey  will  remain  a  crucial  part  of  the 
:mployment  picture. 

—David  S.  Glick 


Created  for  small  to  medium-sized  companies,  the  Century 
Plan  provides  many  of  the  benefits  of  a  large  company  401(k)  plan, 
at  greatly  reduced  cost. 

The  plan  is  designed  for  simplified  administration.  Our 
PC-based  software  helps  ease  your  paperwork.  We  provide  effective 
communications  materials  that  can  help  your  employees  understand 
all  the  plan's  benefits.  And  you'll  have  toll-free  access  to  retirement 
specialists  who  can  help  answer  questions  you  and  your  employees 
may  have. 

The  Century  Plan  offers  a  wide  range  of  investment  options. 
Your  employees  can  choose  up  to  eight  100%  no-load  funds,  all 
managed  by  T.  Rowe  Price,  one  of  the  nation's  oldest  mutual 
fund  firms. 

For  a  free  booklet  about  the  Century  Plan,  please  call 
1-800-83H148 


Invest  With  Confidence 

T.RoweRice 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses 
Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.      <  i 
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HEALTH  CARE  I 


WHITHER  A  HEALTH-CARE 
SOLUTION?  OH,  CANADA 


A  Canadian-style  plan  would  preserve  bedrock  U.S.  principles — and  it  may  be  the  cheapest  approach^ 


For  months,  the  single-payer,  or 
Canadian-style,  solution  to  health- 
care reform  has  been  dismissed  as 
a  nonstarter.  Little  wonder.  At  first 
blush,  the  idea  of  turning  over  one-sev- 
enth of  the  U.  S.  economy  to  the  federal 
government  seems  about  as  politically 
palatable  as  eliminating  the  tax  breaks 
for  home-mortgage  interest.  But  now 
that  the  flaws  of  President  Clinton's  and 
other  reform  plans  have  become  painful- 
ly evident  and  the  debate  has  veered 
toward  gridlock,  it's  time  to  give  the 
single-payer  plan  a  hard  second  look. 

Admittedly,  single-payer  is  radical.  It 
would  decimate  the  health-insurance  in- 
dustry in  one  swift  stroke.  And  the  Con- 
gressional Budget  Office  estimates  that 
it  would  require  a  breathtaking  $556  bil- 
lion increase  in  federal  spending  by  1998. 
But  this  radicalism  would  serve  some 
profoundly  conservative  purposes.  No 
other  plan  would  do  more  to  preserve 
the  two  traditional  bedrocks  of  American 
medicine:  the  freedom  to  choose  your 
own  doctor  and  the  autonomy  of  physi- 
cians to  order  care  as  they  see  fit.  Both 
these  principles  are  seriously  compro- 
mised by  more  "conservative"  proposals 
that  would  force  most  Americans  into 
managed-care  plans.  For  this  reason,  the 
American  College  of  Surgeons  recently 
backed  fundamental  aspects  of  a  single- 
payer  plan. 

LESS  OVERHEAD.  For  U.  S.  business,  the 
predominant  concern  should  be  control- 
ling runaway  spending  on  health  care. 
This  year,  the  U.  S.  will  devote  14%  of 
gross  national  product  to  health  care: 
at  least  40%  more  than  Canada,  Japan, 
or  the  European  Community.  Even  so, 
the  U.  S.  ranks  below  many  of  these  na- 
tions in  life  expectancy  and  infant  mor- 
tality. By  combining  huge  administra- 
tive savings  with  caps  on  national  health 
spending,  the  single-payer  approach  has 
the  potential  in  the  long  run  to  cut 
spending  more  than  any  other  plan. 

Under  the  leading  single-payer  pro- 
posal, sponsored  by  Representative  Jim 
McDermott  (D-Wash.)  and  92  other 
House  Democrats,  the  government 
would  become  responsible  for  virtually 


all  medical  bills,  including  prescription 
drugs,  mental-health  treatment,  and 
long-term  nursing-home  care.  A  few 
frills— such  as  private  hospital  rooms- 
would  not  be  covered.  As  in  Canada, 
the  government  would  pick  up  the  en- 
tire tab  for  covered  procedures.  No  oth- 
er plan  is  as  generous. 

McDermott  would  finance  all  this  with 
stiff  federal  tax  increases,  which  would 
be  offset  by  a  steep  decline  in  insur- 
ance premiums.  Businesses  with  more 


of  McDermott's  projections.  But  single- 
payer  will  do  the  most  to  eliminate  t 
much  of  the  bureaucracy  that  has  be  i 
come  the  plague  of  American  medicine  si 
Thanks  to  the  paperwork  and  complexi- 
ty of  private  insurance,  some  24%  o:  (e 
the  nation's  health-care  spending  now  k 
goes  to  administration,  compared  with  n 
only  11%  in  Canada.  Yet  the  CBO  esti- «, 
mates  that  the  single-payer  system 
would  trim  overhead  by  up  to  $100  bit  s 
lion  a  year— enough  to  provide  cover-  : 


CAN  SINGLE-PAYER 
WORK  IN  THE  U.S.? 

Under  the  Canadian-style  single-payer 
bill  sponsored  by  Representative  Jim 
McDermott  (D-Wash.)  and  92  other 
members  of  the  U.S.  House,  all  Ameri- 
cans would  receive  health<are  cover- 
age under  a  government-administered 
program  financed  by  steep  tax  increases. 


HOSPITAL 


THE  PROS... 

COST  CONTROL  The  Congressional  Budget 
Office  says  single-payer  would  cut  health-ca 
spending  substantially.  The  biggest  savings? 
single-payer— the  government-replaced  the 
hundreds  of  private  health  insurers,  along  wi  | 
their  paperwork  and  different  regulations, 
administrative  costs  wou'd  plunge.  That  alon  ^ 
could  save  up  to  $  1 00  billion  a  year,  enoug 
provide  insurance  to  the  40  million  Americai 
who  lack  coverage. 

UNIVERSALITY  All  legal  U.S.  residents  wou 
covered  as  of  Jan.  1,  1997.  President  Clintor 
plan  aims  to  cover  everyone  by  1 998;  other 
plans  would  leave  millions  uninsured. 
CHOICE  Americans  would  be  free  to  see  the 
tor  of  their  choice.  Other  plans  would  restrict 
freedom. 

PHYSICIAN  AUTONOMY  Doctors  would  hav| 
more  freedom  to  make  care  decisions,  since 
wouldn't  face  second-guessing  by  insurers. 


than  75  workers  and  wages  averaging 
more  than  $24,000  per  employee  would 
face  an  8.4%  payroll  tax.  Smaller  busi- 
nesses would  pay  4%,  while  individuals 
would  pay  2.1%.  But  taxes  would  proba- 
bly have  to  be  even  higher.  In  addition, 
Mel  >erm<>it  would  increase  the  federal 
cigarette  tax  to  $2  a  pack  from  24<f  and 
impose  a  new  50%  excise  tax  on  hand- 
guns and  ammunition. 

Ultimately,  McDermott  estimates,  75% 
of  Americans  would  pay  less  than  they 
do  now  for  coverage.  By  2003,  the  sav- 
ings would  amount  to  about  $1,000  a 
year  per  family.  Critics  challenge  some 


age  for  40  million  uninsured  Americans 

For  consumers,  single-payer  offers  - 
equally  compelling  advantages.  It  would 
grant  every  legal  U.  S.  resident  full  cov- 
erage starting  in  1997,  while  many  of  j, 
the  alternatives  would  continue  to  leave 
millions  uninsured.  Single-payer  would  . 
also  allow  consumers  to  choose  a  doctor 
without  paying  higher  premiums  or  ex- 
tra charges  for  this  fundamental  privi 
lege.  Thanks  to  the  proliferation  of  man 
aged-care  plans,  this  freedom  is 
increasingly  being  constrained.  "Single 
payer  provides  the  best  assurances  that 
patients  would  be  able  to  seek  care  from 
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I  doctor  of  their  choice,"  says  Dr. 
vid  Murray,  chairman  of  the  Ameri- 
i  College  of  Surgeons, 
rhat  group's  stand  shocks  many  ob- 
vers,  since  under  single-payer  the 
tes  would  negotiate  fee  schedules 
h  physicians,  effectively  capping  their 
ome.  But  most  managed-care  plans 

0  limit  doctors'  income.  The  differ- 
:e  is  that  under  single-payer,  physi- 
ns  would  have  more  freedom  to  order 
:essary  medical  services  without  the 
istant  second-guessing  and  micro- 
nagement  of  managed  care. 

eral  provisions.  Opponents  have 
sed  some  legitimate  concerns.  Many 
r  that  single-payer  would  lead  to  run- 
ay  demand  for  services  and  then  ra- 
iling, and  give  the  government  unbri- 
id  power  to  make  life-and-death 
;isions.  To  control  spending,  single- 
fer  would  establish  a  national  health 
iget  indexed  to  economic  growth.  Pro- 
lents  contend  that  this  would  force 
iter  planning,  thus  sharply  slowing 

1  medical  arms  race  that  has  burdened 
;  U.  S.  with  underutilized  facilities. 

2003,  the  CBO  estimates,  health-care 


...AND  CONS 

5VERNMENT  Federal  spending,  and 
vould  jump  by  over  $500  billion  a  year, 
he  biggest  increase  in  history.  The  govern- 
ould  gain  vast  new  powers  over  every- 
om  what  services  would  be  covered  to 
icilities  should  be  expanded  or  shut  down. 
IING  Caps  on  government  spending 
jroduce  waiting  lines  for  some  treatments, 
happened  in  Canada.  And  consumers 
tot  have  the  option  of  paying  more  to  jump 
sue. 

fY  Spending  caps  could  squeeze 
:h  and  new  technology,  dramatically 
3  the  adoption  of  new  innovations. 
CAL  UPHEAVAL  Of  all  the  plans,  single- 
would  require  the  most  radical  change  in 
>.  health-care  system.  The  biggest  losers: 
insurers.  All  this  makes  it  the  ultimate  in 
j|  incorrectness. 


ending  would  be  cut  by  $114  billion,  to 
75  billion,  or  as  much  as  8.6%  below 
lat  it  would  be  without  any  changes. 
Canada  and  many  other  nations  have 
•eady  proven  such  budgets  work.  But 
what  cost?  The  CBO  predicts  that  sin- 
s-payer's liberal  provisions  would  jack 
i  demand  for  physician  services  by 
%,  home  health  care  by  50%,  and 
pie  demand  for  drug-abuse  treatment, 
le  fear  is  that  the  states  would  then 
ve  to  ration  care  by  imposing  waiting 
>es  and  limiting  spending  on  new  tech- 
'l"gy-  Opponents  foresee  a  nightmare, 
.mericans  get  quite  antsy— if  not  furi- 

AL  ISSUES 


The Diamond Arinive 


i 


1 


On  )vur  Hkfi, 
showmer  youd  marry 'her all  over 


Call  1-800-398-9209 for  the  jeweler  nearest  you. 


A  diamond  is  forever. 


Introducing 
flat  fee  trading: 

any  stock, 
any  amount  * 

any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
the  belief  that  people  who  make  their  own 
sm  investment  decisions  shouldn't  have  to 
overpay  to  execute  them. 

Instead  of  commissions  that  escalate 
with  the  price  of  a  stock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  ANY  NASDAQ  equity  transaction.  And 
the  same  $30  fee  for  up  to  5.000  shares 
of  any  listed  equity. 

♦Listed  orders  in  excess  of  5.000  shares 
will  incur  an  additional  one  cent  per 
share  fee  on  the  entire  order 

Whether  you're  trading  5.000  shares 
of  IBM  or  25.000  Intel,  our  price  is 
guaranteed.  \nd  so  is  your  satisfaction.  If 
you  have  anv  problems  with  our  service, 
tell  us  And  your  $30  will  be  returned.  No 
hassles.  \nd  no  catches. 

So  call  for  your  newaccount  kil  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

BROKERS 

Discounting  Redefined 

800-4-1 -PRICE 


1- 
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Introducing 

Hyatt  BusinessPlan, 


In-room  fax       No  phone  access  charges       Printers  and  copiers     Express  breakfast       Work  Station 


For  business  travelers, 
there's  no  better  place  than  Hyatt  to 
get  down  to  business.  Because  Hyatt's  new 
Business  Plan  equips  you  with  all  the  business 
tools  you  need  to  be  more  productive  on  the 
road.  Located  in  a  special  area  of  the  hotel, 
Hyatt  Business  Plan  has  everything  you  need 
right  in  your  room:  A  personal 
work  station  with  a  desk  phone 
and  no  access  charges*  a  data- 


No  phone  access  charges  for  800  #'s,  local  calls, 
and  credit  card  calls. 


H  Y/\T  T 


Eort,  in-room  fax,  and  other 
ey  business  essentials.  Plus,  24-hour 
access  to  photocopiers  and  printers.  And,  if 
that's  not  enough,  express  continental 
breakfast  and  morning  newspaper  are  also 
included.  So  come  to  Hyatt  and  discover  that 
our  idea  of  business  as  usual  is  really  unusual. 

Call  your  travel  planner  or 
Hyatt  at  1-800-233-1234  to  book 
Business  Plan  for  your  next  trip. 


HYATT.  WE'VE  THOUGHT  OF  EVERYTHING.5 


Hyatt  introduces  improved  productivity 
in  the  following  locations: 

CALIFORNIA 
tt  Regency  Alicante  (Anaheim)  •  Hyatt  Regency  Irvine 
Hyatt  Islandia  (San  Diego)  •  Hyatt  Regency  Lajolla 
att  Regency  Long  Beach  •  Llyatt  Regency  Los  Angeles 
Hyatt  at  Los  Angeles  Airport  •  Hyatt  Newporter 

(Newport  Beach)  •  Hyatt  Rickeys  (Palo  Alto) 
^att  Regency  Sacramento  •  Hyatt  Regency  San  Diego 

Hyatt  Regency  San  Francisco  •  Hyatt  Regency 
5an  Francisco  Airport  •  Grand  Hyatt  San  Francisco 
Hyatt  on  Sunset  •  Hyatt  Westlake  Plaza 
COLORADO 
Hyatt  Regency  Denver 
Hyatt  Regencv  Tech  Center  (Denver) 
CONNECTICUT 
Hyatt  Regency  Greenwich 
DISTRICT  OF  COLUMBIA  AREA 
att  Dulles*  Hyatt  Fair  Lakes  •  Hyatt  Regency  Reston 
FLORIDA 
Hyatt  Regency  Coral  Gables  (Miami) 
Hyatt  Regency  Tampa  •  Hyatt  Regency  Westshore 
GEORGIA 

Hyatt  Regency  Atlanta  •  Hyatt  Regency  Savannah 
INDIANA 
Hyatt  Regency  Indianapolis 
ILLINOIS 

yatt  Deerfield  •  Hyatt  Lisle  •  Hyatt  Regency  O'Hare 
KENTUCKY 
Hyatt  Regency  Lexington 
LOUISIANA 
Hyatt  Regency  New  Orleans 
MASSACHUSETTS 
Hyatt  Regency  Cambridge  •  Harborside  Hyatt 
Conference  Center  &  Hotel  (Boston) 
MINNESl  IT  A 
Hyatt  Regency  Minneapolis 
NEW  JERSEY 
tt  Regency  New  Brunswick  •  Hyatt  Regency  Princeton 
NEW  MEXICO 
Hyatt  Regencv  Albuquerque 
OHIO 

Hyatt  on  Capitol  Square  (Columbus) 
PENNSYLVANIA 
Hyatt  Regency  Pittsburgh 
TEXAS 

Hyatt  Regency  Austin  •  Hyatt  Regency  DFW 
Hyatt  Regency  Houston 
VIRGINIA 

Hyatt  Arlington  •  Hyatt  Dulles  •  Hyatt  Fair  Lakes 
Hyatt  Regency  Reston  •  Hyatt  Richmond 
WASHINGTON 
Hyatt  Regency  Bellevue 
WISCONSIN 
Hyatt  Regency  Milwaukee 

Available  after  March  15, 1994. 

ARIZONA 
Hyatt  Regency  Phoenix 
CALIFORNIA 
Hyatt  at  Fisherman's  Wharf  (San  Francisco) 
DISTRICT  OF  COLUMBIA  AREA 
yatt  Regency  Crystal  City  •  Grand  Hyatt  Washington 
Hyatt  Regency  Washington 
FLORIDA 

Hyatt  Regency  Orlando  International  Airport 
Hyatt  Regency  Sarasota 
GEORGIA 

Hyatt  Regency  Suites  Perimeter  Northwest  (Atlanta) 
ILLINOIS 

Hyatt  Regency  Chicago  •  Hyatt  Regency  Oak  Brook 
Hyatt  on  Printers  Row  •  Hyatt  Regency  Woodneld 
KENTUCKY 
Hyatt  Regency  Louisville 
MARYLAND 
Hyatt  Regencv  Baltimore  •  Hyatt  Regencv  Bethesda 
MICHIGAN 
Hyatt  Regencv  Dearborn 
MISSOURI 

Hyatt  Regency  Crown  Center  (Kansas  City) 
Hyatt  Regency  St.  Louis 
NEW  IERSEY 
Hyatt  Cherry  Hill 
NEW  YORK 
Hyatt  Regency  Buffalo  •  Grand  Hyatt  New  York 
Hyatt  Regency  Rochester 
NORTH  CAROLINA 
Hyatt  Charlotte 
OHIO 

Hyatt  Regency  Columbus 
Hyatt  Regency  Cincinnati 

SOUTH  CAROLINA 
Hyatt  Regency  Greenville 

TENNESSEE 
Hyatt  Regency  Knoxville 
TEXAS 

Hvatt  Regency  Dallas  •  Hyatt  Regency  San  Antonio 
VANCOUVER,  CANADA 
Hyatt  Regency  Vancouver 

VIRGINIA 
Hyatt  Regency  Crystal  City 
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ous— about  waiting  45  minutes  to  fill  up 
their  gas  tanks,"  says  Jack  A.  Meyer, 
president  of  New  Directions  for  Policy,  a 
Washington-based  think  tank.  "They're 
not  going  to  wait  weeks  or  months  for 
surgery." 

But  Canada's  30  years  of  experience 
with  single-payer  suggests  care  would 
not  be  compromised  anywhere  near  as 
much  as  opponents  predict.  Canadians 
do  face  waiting  lines  for  some  nonemer- 
gency procedures  and  have  far  less  high- 
tech equipment.  Even  so,  "the  Canadian 
system  has  served  society,  and  the  av- 
erage citizen,  better  than  the  U.  S.  sys- 
tem," argues  Vickery  Stoughton,  an 
American  who  has  worked  as  CEO  of 
both  Toronto  Hospital  and  Duke  Uni- 
versity Medical  Center. 

In  the  U.  S.,  de  facto  rationing  al- 


ready exists,  based  upon  how  much  you 
or  your  insurer  can  afford  to  pay.  Mc- 
Dermott's  plan,  sometimes  called  Canada 
Deluxe,  would  minimize  constraints  by 
continuing  to  allocate  about  14%  of  GNP 
to  health  care,  vs.  9.5%  in  Canada. 

Few  believe  there's  any  chance 
Congress  will  approve  a  single-payer 
plan  this  year.  But  if  Congress  approves 
a  bill  that  allows  states  to  opt  for  single- 
payer,  as  Clinton's  plan  would,  many  ob- 
servers expect  it  to  be  adopted  by  one 
or  more  states.  Such  laboratories  would 
soon  demonstrate  that  single-payer  is 
not  "socialized  medicine."  Rather,  it's  by 
far  the  best  way  to  control  costs  while 
preserving  the  freedom  of  choice  and 
physician  autonomy  that  made  American 
medicine  great. 

By  William  C.  Symonds  in  Toronto 


FROM  CANADA,  A  SATISFIED 
CUSTOMER  REPORTS 


B 


efore  moving  to  Toronto  from 
the  U.  S.  in  1991,  I  heard  plenty 
of  horror  stories  about  the  Ca- 
nadian medical  system.  Now,  after 
three  years  of  direct  experience  with 
the  Canadian  system,  I  know  better. 
In  fact,  I'm  more  satisfied  than  some 
of  my  friends  back  home  in  America, 
who  are  grousing  about  the  restraints 
they  face  under  managed  care. 

While  the  U.  S.  media  loves  to  play 
up  the  problems  with  Canada's  sys- 
tem, it  ranks  far  ahead  of  the  U.  S. 
in  terms  of  customer  satisfaction. 
"More  than  90%  of  Canadians  favor 
our  system,"  says  Angus  Reid,  a  top 
Canadian  pollster.  Even  Canadian  chief 
executives  "are  very  strong  support- 
ers," says  Thomas  P.  d'Aquino,  presi- 
dent of  the  Business  Council  on  Na- 
tional Issues.  "I  can't  remember  the 
last  time  a  CEO  told  me  he  was  going 
to  the  U.  S.  for  treatment." 
high  quality.  The  system  is  remark- 
ably easy  to  use.  For  covered  services, 
there  are  no  insurance  forms,  deduct- 
ibles, or  bills.  All  you  need  is  your 
health-insurance  card.  Last  year,  I  ex- 
perienced all  this  firsthand,  when  our 
second  child  was  born  in  Toronto. 
When  my  wife  became  pregnant,  she 
had  complete  freedom  to  choose  an 
obstetrician.  She  chose  one  of  Toronto's 
leading  specialists,  who  went  on  to 
perform  many  high-tech  procedures, 
including  amniocentesis.  Her  choice 
paid  off  when  she  went  into  labor.  Our 
son  presented  in  the  "breech"  position. 
In  the  U.  S.,  that  almost  certainly 


would  have  dictated  a  C-section.  But 
her  doctor  expertly  delivered  our  son 
the  old-fashioned  way. 

Canada's  system  is  far  from  perfect. 
The  Vancouver-based  Fraser  Institute, 
a  conservative  think  tank,  says  Cana- 
dians wait  an  average  of  five  weeks  to 
see  a  specialist  and  even  longer  for 
some  nonemergency  surgical  proce- 
dures, such  as  hip  replacement.  And 
access  to  high-tech  medical  equipment 
is  restricted.  Many  Canadians  worry 
such  problems  will  worsen  as  a  result 
of  record  budget  deficits.  But  the  qual- 
ity of  care  is  still  exceptionally  high. 


There  are  no 
forms,  deductibles, 
or  bills — all  you 


need  is  your  card 


And  for  all  the  cutbacks,  there's  still 
no  wait  to  see  your  family  doctor  or 
for  emergency  care.  Every  year,  fewer 
Americans  have  the  freedom  to  choose 
their  own  doctor.  Meanwhile,  Cana- 
dians never  worry  about  losing  their 
insurance  or  losing  the  freedom  to 
choose  their  doctor.  Canadians  spend  a 
lot  of  time  in  the  U.  S.  But  almost  all 
of  them  say  they  would  rather  get 
sick  in  Canada.  After  three  years  liv- 
ing up  north,  I  can  understand  why. 
By  William  C.  Symonds  in  Toronto 
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AAA  Was  Searching  For  A  Faster  V 


L \,\  it  a  rsj-.titr^d  trademark  'S  the  Americar.  .wi 


car.  ,\uivmoi»le  Aif^rxjlrsn 


heir  Members  To  Reach  Them. 


We  Showed  Them  A  Shortcut. 


Annually,  AAA  receives  22  million  calls  for  emergency  kelp.  When 
members  are  away  from  home,  they  want  to  get  through  fast.  AAA  wanted 
to  speed  things  up  even  more.  We  suggested  they  go  direct. 

We  started  with  ORIGIN®  soft  ware  developed  hy  BellSouth,  to 
integrate  their  new 
computer  system 
and  the  latest 
telecom  m  u  n  ica  tion  s 
technology.  Tlie 

result  was  a  leading-edge  call  management  system  to  accommodate 
data  transmission,  voice  response  and  call  routing  all  at  the  same  time. 
All  on  the  same  line.  Now,  when  members  call  the  AAA  SUPERNUMBER" 
from  anywhere  in  the  U.S.  and  Canada,  the  system  automatically 
determines  their  loc  ation  and  routes  their  call  direct  to  the  nearest 
AAA  service  center. 

The  results  are  a  reduction  in  average  call  durations  of  almost  a 
third,  a  35  percent  increase  in  calls  with  no  a  ddit  ion  tn  AAA  staff  and 
faster,  simpler  service  to  the  people  who  need  it. 

AAA  selected  BellSouth  because  we're  a  lot  more  than  one  company. 
We  re  a  family  of  communications  companies,  capable  of  providing 
innovative  solutions  to  all  kinds  of  businesses.  Including  yours. 

From  paging,  cellular,  mobile  data  and  information  services  to 
systems  integration  and  sophisticated  telecommunications  networks, 
BellSouth  has  the  depth  of  resources  to  meet  your  communications 
challenges  today.  And  tomorrow. 

For  more  information,  call  your  BellSouth  representative  or 

1-800-726-BELL. 


Telecom  mun  ica  tions 
Information  Services 
Mobile  Communications 
Advertising  Services 


BELLSOUTH' 


Everything  you  expect  from  a  leader 


GM'S 

AURORA 

MUCH  IS  RIDING  ON  THE  LUXURY  SEDAN— AND  NOT  JUST  FOR  OLDS 


The  atmosphere  was 
tense  as  senior  Olds- 
mobile  managers 
gathered  at  the  divi- 
sion's Lansing  (Mich.) 
headquarters  for  an  un- 
usual meeting  in  December,  1992.  The 
topic  of  discussion:  whether  to  strip  the 
celebrated  Olds  "rocket"  logo  off  a  soon- 
to-be-unveiled  luxury  sedan.  Longtime 
Olds  loyalists  were  horrified.  To  them, 
the  rocket  was  a  proud  symbol  that 
harkened  back  to  the  mighty 


Rocket  V-8  engine,  which  propelled  Olds 
to  new  heights  after  World  War  II.  But 
the  team  in  charge  of  Oldsmobile's  so- 
called  G-car  project  argued  that  the  logo 
had  become  less  an  emblem  of  excel- 
lence than  a  red  flag  to  consumers. 

The  debate  raged  during  the  morning 
meeting.  "People  who've  been  here  for  a 
while  have  rockets  tatooed  on  their 
foreheads,"  says  Byron  Kear- 
ney, the  business 


team  leader  on  the  project,  recalling  th<  | 
contentious  session.  Kearney  and  hifd 
team  played  a  videotape  of  consumer: 
who  had  been  shown  the 
car  a  few  months 
r.  Al- 


AURORA'S 
BUMPY 

ROAD 


February,  1988 

GM  AND  OLDSMOBILE  START 
CONSIDERING  A  SUCCESSOR  TO 
FADING  rORONADO  COUPE.  HE 
DETERMINE  THAT  CUSTOMERS 
WANT  A  SPORTY,  FOUR-DOOR 
LUXURY  SEDAN  WITH  HIGH 
PERFORMANCE  AND  QUALITY. 


Autumn,  1988 

VETERAN  GM  DESIGNER  BUD 
CHANDLER  SKETCHES  FIRST 
DRAWING  OF  "TUBE  CAR,"  WHICH 
BECOMES  THE  STARTING  POINT 
FOR  AURORA  STYLING. 
ENGINEERS  BEGIN  EXPERIMEN- 
TING WITH  AN  EXTREMELY  RIGID 
FRAMEWORK  TO  GIVE  AURORA 
STABILITY  AND  QUIETNESS,  YET 
NIMBLE  HANDLING. 


July,  1989 


THE  AURORA  GETS  ITS  FIRST 
CORPORATE  GREEN  LIGHT  Wl 
GM  APPROVAL  TO  BEGIN  DE 
OPMENT  OF  CAR  AND  ITS  BU  [, 
SISTER,  RIVIERA. 
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st  to  a  person,  they  marveled 
the  new  sedan— but  recoiled 
in  they  discovered  that  it  was 
Dldsmobile.  Says  Olds  General 
lager  John  L).  Rock:  "After  a 
of  heartache,  we  look  the 
sets  off." 

ettisoning  old  styles— and  old 
as— is  a  central  if  wrenching 
nent  of  Olds' s  big  gamble  for 
vival.  The  weakest  of  General 
tors  Corp.'s  seven  car  and 
;k  divisions,  Olds  is  struggling 

reverse  a  slide  that  has 
icked  its  sales  from  a  mid- 
Os  peak  of  1  million-plus  cars 
381,000  last  year.  And  the  G- 

now  christened  Aurora,  is  at 

forefront  of  a  sweeping  cam- 
am  led  by  Rock  to  reinvent 
s's  faded  image  and  attract 

younger,  well-heeled  buyers  Olds 
ds  to  survive.  As  the  top-of-the-line 
del,  Aurora  is  the  first  of  the  divi- 
i's  totally  revamped  product  lineup, 
I  it  will  set  the  tone  for  the  rest  of 


The  customer  is  always  right?  Right 

KNEW  WHAT  THEY  WANTED,  FROM  LEATHER  TO  WOOD 


the  decade.  "It's  a  halo  car  for  the  whole 
division,"  says  GM  Chief  Executive  John 
F.  Smith  Jr. 

Aurora  is  certainly  a  far  cry  from 
your  father's  Oldsmobile.  Sporting  a  sil- 
ver script  A  instead  of  the  Olds  rocket, 
the  car  is  the  latest  U.  S.  entry  in 
the  luxury-sedan  market 
now  dominated  by 
imports.  Au- 


rora's sleek,  sculptured  steel, 
leather,  and  burled-walnut  interi- 
or evoke  the  styling  of  German 
and  Japanese  luxury  cars.  Its  32- 
valve  V-8  is  a  close  cousin  of 
Cadillac's  popular  Northstar  en- 
gine. Priced  at  $32,000,  Aurora 
also  offers  the  amenities  found  in 
foreign  competitors— with  a  mild- 
er jolt  of  sticker  shock  (table, 
page  94).  GM  told  industry  ana- 
lysts it  has  sunk  a  total  of  $823 
million  into  developing  Aurora 
and  the  Buick  built  on  the  same 
platform,  the  new  Riviera. 

Analysts  figure  GM  will  break 
even  on  Aurora  by  1997,  even 
though  it  expects  to  make  only 
40,000  of  the  cars  a  year.  That 
qualifies  Aurora  as  a  niche  ear- 
but  its  meaning  for  Oldsmobile  is 
much  more  profound  than  mere  unit 
sales  totals.  Aurora  is  the  test  of  the  di- 
vision's ability  to  attract  the  affluent, 
quality-conscious  baby  boomers  who 
have  never  considered  an  Olds.  Says 
Rock:  "This  is  the  symbol  of  the  Oldsmo- 
bile to  come." 

It's  not  just  Oldsmobile's  fate  that's 
tied  to  Aurora.  The  car's  success  or  fail- 
ure will  also  have  a  profound  impact  on 
GM.  Part  of  GM's  rationale  for  its  $5  bil- 
lion Saturn  investment  was  to  create  a 
laboratory  for  innovations  that  were 
meant  to  be  shared  com- 
panywide.  Four 


ry,  1990 

IS  ONE-YEAR 
ION  OF  ENGINEERING 
N  AURORA  TO  SAVE 

1992 

HALT  OF  SPENDING  ON 
,  THIS  TIME  FOR  SIX 
,,  DELAYS  TOOL-AND- 
K. 


September,  1992 

OLDS  CHIEF  JOHN  ROCK 
MEETS  WITH  GM'S  NORTH 
AMERICAN  STRATEGY  BOARD 
AND  WiNS  APPROVAL  TO 
CONTINUE  PROJECT. 

October,  1992 

RUMORS  CIRCULATi  THAT 
GM'S  BOARD  PLANS  TO  KILL 
3LDSMOBILE  DIVISION. 


August,  1993 

GM'S  LAKE  ORION  (MICH.) 
PLANT  STARTS  PILOT 
PRODUCTION.  PROCESSES 
DEVELOPED  FOR  AURORA 
HAVE  MREADY  BEEN  APPLIED  ro 
ASSEMBLY-LINE  PRODUCTION 
OF  CARS  SUCH  AS  THE  OLDS 
NINETY  EIGHT. 


April-May,  1994 

APPEARING  IN  DEALER 
SHOWROOMS.  THEY  WILL  BE 
SUPPORTED  BY  A  $20  MILLION 
DEALER  rRAINIh  :  PROi  >RAM 
AND  A  $30  MILLION 
ADVERTISING  BUDGET. 


DATA  BUSINESSWEEK 
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years  after  Saturn's  debut,  Olds  is  the 
first  to  follow  its  lead.  To  help  sell  Auro- 
ra, the  division  has  borrowed  Saturn's 
no-haggling,  one-price  policy.  And  it's 
retraining  dealers  in  the  art  of  customer 
satisfaction.  Olds  executives  are  already 
pushing  Aurora  as  a  step-up  model  for 
Saturn  owners. 

In  addition,  Aurora's  "architecture"— 
the  body  structure,  its  mechanical  and 
electrical  components,  and  a  series  of 
power  train  and  suspension  systems- 
will  be  the  basis  for  a  future  genera- 
tion of  Oldsmobiles,  Cadillacs,  Pontiacs, 
and  Buicks,  starting  with  the  1997  Buick 
Park  Avenue.  By  the  end  of  the  decade, 
spin-offs  from  Aurora  could  account  for 
750,000  cars  annually,  about  25%  of  gm's 
total  car  production. 

Even  more  important,  Aurora  illus- 
trates GM's  progress  toward  fixing  its 
product-development  efforts,  which 
have  long  been  fragmented  by  bicker- 
ing fiefdoms.  Aurora  is  the  first  grad- 
uate of  gm's  new  Four-Phase  Vehicle 
Development  Process,  so  it  offers  an 
unusual  window  into  the  approach  the 
carmaker  is  counting  on  to  help  it 
churn  out  a  steady  stream  of  appeal- 
ing new  cars  and  trucks.  In  inimitable 
GM  fashion,  the  Four-Phase  process 
actually  has  five  phases:  determining 
what  customers  want,  using  that 
knowledge  to  develop  the  vehicle's 
concept,  two  stages  of  converting  the 
concept  into  vehicles  and  processes, 
and  manufacturing. 
future  road.  Using  this  approach,  all 
departments  from  engineering  to  mar- 
keting worked  simultaneously  on  Auro- 
ra, cooperating  in  the  early  stages  to 
reduce  costly  glitches  later  on.  "Aurora 
is  exactly  what  we're  going  to  do  on  all 
our  future  products,"  says  J.  Michael 
Losh,  head  of  GM's  North  American  mar- 
keting and  sales. 

GM's  process  is  quite  different  from 
the  one  pioneered  by  Honda  Motor  Co. 
and  Chrysler  Corp.  While  those  compa- 
nies place  nearly  all  decisions  about  a 
vehicle's  development  in  the  hands  of  a 
single,  autonomous  product  team,  GM 
prefers  to  preserve  the  power  of  its 
functional  departments,  such  as  engi- 
neering and  purchasing.  GM  is  convinced 
that  nurturing  its  technical  expertise 
this  way  will  result  in  the  best  new 
products.  So  responsibility  for  each  proj- 
ect is  spread  among  an  overlapping  net- 
work of  smaller  teams,  each  with  its 
own  mandate  and  bosses.  Still,  the  cur- 
rent system  is  far  more  unified  than  in 
the  past.  "What's  important  now  is  that 
everyone  is  tied  together,"  says  ceo 
Smith. 

For  Aurora,  that  meant  CM  design 
engineers  in  Flint  joined  efforts  with 


Oldsmobile's  marketing  group  in  Lan- 
sing and  GM  factory  managers  at  the 
Lake  Orion  (Mich.)  plant.  In  cases  where 
the  various  teams  have  a  sense  of  com- 
mon purpose,  the  results  can  be  impres- 
sive. But  GM  hasn't  yet  demonstrated 
that  it  can  consistently  and  repeatedly 
inspire  such  teamwork.  "I'm  waiting  for 
them  to  convince  me,"  says  one  GM  sup- 
plier. "There's  still  too  much  bickering 
and  infighting  going  on." 

At  the  very  least,  Aurora  is  a  sign 
that  GM  is  finally  listening  to  its  cus- 
tomers. The  No.  1  carmaker  had  long 


WHAT  AILS  OLDS 

LOW  CUSTOMER  MARKS.. 


LEXUS. 

INDEX  OF 
CUSTOMER 
SATISFACTION 


INFINITI 


...MADE  FOR  SAGGING  SALES... 


'90  '91 
A  THOUSANDS  OF  UNITS 


..AND  SMALLER  MARKET  SHARE 


U.S.  CAR  SALES 


in 
mi 


'93 


▲  PERCENT 


'94 

EST. 


data:  mm  tinowmi  /woim,  j  d  power  s  associates, 

AUTOPACIFIC  GROUP,  COMPANY  REPORTS 


made  a  habit  of  ignoring  customer  input 
or  delaying  market  research  until  the 
final  stages  of  car  development,  when  it 
was  too  late  to  make  changes.  By  con- 
trast, Aurora's  development  team  con- 
sulted extensively  with  consumer  focus 
groups  even  before  the  first  designs 
were  drawn.  In  all,  it  held  20  so-called 
clinics  nationwide,  interviewing  more 
than  4,200  consumers— the  biggest  such 
sampling  in  GM  history. 

Now,  the  "Voice  of  the  Customer"  has 


become  GM's  new  rallying  cry.  Alreadl 
the  team  working  on  the  1997  Cutlaf 
Supreme  has  been  relying  heavily 
clinics.  GM  is  reworking,  and  sometim 
even  delaying,  new  products  that  do 
please  consumers  in  research  group| 
Final  work  on  Chevrolet's  1995  Blazi 
a  sport-utility  vehicle,  was  delaye 
six  months  after  research  showed  c 
tomers  wanted  air  bags  and  preferr^ 
the  spare  tire  stowed  somewhere  b 
sides  on  the  rear  door.  Just  recentl 
Cadillac  decided  to  redesign  the  bac 
end  of  its  1997  lse  sedan  because 
consumer  criticism. 

In  many  ways,  Aurora's  birth  is 
remarkable  product-development  tal 
As  the  team  raced  to  produce  a  corl 
petitive  luxury  car,  it  seemed  to  facf 
adversity  at  almost  every  turn.  Du; 
ing  Aurora's  incubation,  GM  we 
through  three  chief  executives,  n 
merous  restructurings,  and  two  boa: 
coups.  Add  to  this  the  project's  su 
pension— not  once,  but  twice— amid  r 
mors  of  Oldsmobile's  demise,  and  itl 
a  wonder  the  car  was  finished. 
"into  the  grave."  Even  when  th 
started  work  on  Aurora  back  in  198 
GM's  engineers  knew  they  needed  som 
thing  out  of  the  ordinary.  At  the  tim 
GM  was  eager  to  replace  the  aging  Tori 
nado  coupe  at  the  top  of  Oldsmobile] 
lineup.  The  1966  Toronado  had  been 
classic,  with  aerodynamic  styling  an 
the  country's  first  post-war,  front-whee 
drive  V-8.  But  after  two  decades,  it  ha 
become  another  bland  GM-lookalike  wit 
badly  slipping  sales. 

In  fact,  all  of  Olds  was  hurting 
rash  of  defects  in  engines,  transmission: 
and  steering  in  the  late  1980s  was  ba 
tering  the  division's  image  and  sale: 
Olds  executives  watched  with  alarm  a 
the  average  age  of  its  customer  climbe 
steadily.  "It  didn't  take  a  rocket  scientif 
to  see  that  if  the  trend  continued,  w 
would  follow  the  customer  right  into  th 
grave,"  says  Dennis  Burke,  Aurora 
chief  exterior  designer,  gm's  engineer 15 
knew  that  they,  too,  had  a  troublesom 
legacy  to  overcome.  "We  were  not  prou 
of  our  quality  and  our  ability  to  buil 
cars  that  people  were  excited  about 
recalls  Roger  Masch,  chief  engineer  c 
GM's  luxury-car  engineering  and  mam 
facturing  division. 

In  early  1988,  Olds  gathered  owner 
of  European  luxury  cars,  including  Mei 
cedes-Benz  and  BMW,  in  Boston  for 
clinic.  It  held  similar  sessions  on  th 
West  Coast  to  find  out  what  trendy  an 
import-loving  Californians  were  thin! 
ing.  Olds  engineer  Douglas  L.  Stott  say 
drivers  talked  about  cars  that  wer 
sporty,  with  features  such  as  leathe 
seats  and  wood  trim.  Performance  an 

 .  : 
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ility  were  a  must.  They  wanted  a  so- 
sticated  multivalve  engine  for  smooth 
deration,  and  four-wheel  disk  brakes. 
Highest  on  the  list,  though,  was  a 
neless  characteristic  that  nearly  all 
;  luxury-car  owners  had  attempted 
describe:  something  about  the  solid 
rman  cars  that  inspired  confidence 
i  security,  gave  the  vehicles  an  opu- 
;t  hush,  and  isolated  drivers  from 
mps  and  jolts.  Masch  and  his  design 
m  concluded  that  this 
lse  came  from  a  rock- 
id  body  structure. 

OD  VIBRATIONS.  Work- 

;  at  their  facilities  in 
fit,  the  engineers  went 
work  testing  the  ri- 
lity  of  European  im- 
rts.  In  cars,  a  stiff 
dy  produces  a  high 
iquency  that  screens 
t  lower-level  vibra- 
ns,  such  as  shakes  and 
;tles.  When  GM's  engi- 
ers  found  the  Mer- 
les-Benz  300  had  the 
jhest  frequency,  at  25 
rtz,  that  became  the 
nchmark.  So  they  be- 
n  working  with  design 
mputers  and  experi- 
snting  on  plastic  scale 


Uniting  to  conquer  at  GM 

FRAGMENTED  EFFOH  IS  PLAGUED  PRODUCT 
DEVELOPMENT  AT  GM.  AURORA  AIMS  TO 
CHANGE  THAT.  ITS  DEVELOPMENT  TEAM 
INCLUDES  OLDS'S  STOTT  (ABOVE,  LEFT) 
FROM  ENGINEERING,  ROMERO  FROM 
MARKETING,  AND  KEARNEY  FROM 
PLANNING.  WORKING  WITH  THEM  IS  GM'S 
MASCH,  LUXURY-CAR  ENGINEERING  CHIEF 


models  and  a  "mule"— a  cobbled-together 
version  based  on  a  Sedan  de  Ville— to 
find  out  what  it  would  take  to  give  Au- 
rora the  necessary  rigid  frame. 

While  the  engineers  labored  on  fre- 
quency, 60  miles  south  in  the  auto  mak- 
er's styling  studios  in  Warren,  Mich., 
designers  started  sketching.  Bud  Chand- 
ler, a  30-year  GM  veteran,  played  with  a 
few  ideas,  finally  drawing  a  cylindrical 
shape  with  prominent  wheels  and  no 
grille.  "We  jokingly 
called  it  the  tube  car," 
says  Burke.  But  when 
Olds  showed  a  fiberglass 
model  to  consumers  in 
Los  Angeles  in  March, 
1989,  the  design  "was  a 
home  run,"  he  says.  The 
final  version  was  toned 
down  to  look  a  little 
bit  less  futuristic, 
but  it  still  bears  a 
strong  resemblance  to 
the  original. 

The  pressure  on  the 
Aurora  team  grew  in 
the  autumn  of  1989, 
when  the  latest  Japa- 
nese competition  hit 
the  market.  Oldsmobile 
quickly  bought  the  new 
Lexus  LS  400s  and  Infi- 
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YOU  RE  ALREADY  DOING 
THIS  JUST  LETS  YOU 


Its  Friday  again.  And  there  are 
still  things  on  your  plate  from 
Monday.  Seems  like  there's  more 
and  more  you  have  to  know  and 
always  a  bigger  range  of  jobs  you 
have  to  pull  together.  All  at  once. 

So  what  do  you  do? 

Well,  common  wisdom  has  a 
suggestion:  simplify. 

That's  where  the  Microsoft 
Office  comes  in.  The  basic  idea 
here  is  a  diverse  group  of  first-rate 
computer  programs  that  are  so 
similar  to  use,  so  intelligently 
designed  and  so  neatly  interlinked, 
that  as  far  as  you  can  tell,  it's  all 
one  amazing  program.  That  docs 
everything.  In  one  place. 

Simple  enough? 

It  means  vou  can  stav  focused 


on  what  you  want  to  accomplish 
instead  of  hunting  for  ways  to  fit  all 
your  work  together  into  one  piece. 

Think  about  how  involved  its 
been  up  till  now  to  send  a  person- 
alized letter  to  all  your  customers. 

Now  it's  a  cakewalk. 

First  you  write  your  letter  in 
Word,  our  intuitive  word  proces- 
sor. Like  all  programs  in  the 
Microsoft  Office,  its  recognized  as 
the  very  best  of  its  kind. 

Say  you  want  to  highlight  some 
point  in  your  letter  with  a  chart  that 
shows  whats  up.  business-wise. 
You  can  skate  effortlessly  between 
programs  into  the  spreadsheet, 
Microsoft  Excel,  make  that  chart 
and  drop  it  back  into  Word. 

Nothing  to  it. 


Then  you  open  your  list  of  ci 
tomers  in  Microsoft  Access',  the 
database  program.  You  can  instant^ 
ly  metge  the  addresses  into  your 


r 

File    Edit  View 

Insert  Formal 

t 

■ 

David  Ibsen 
Ibsen  Sights  &  Sounds 

2747  Elm  Court  #  

Ft  Worth,  TX  76102 

Dear  Mr.  Ibsen: 

Last  year  was  our  biggest  ever  for  synt] 
are  utilizing  alternative  syn»h  -driven  in. 
are  no  longer  the  whole  story. 


What  s  Driving  The  Synthesizer? 


So  the  question  is,  are  you  making  the  I  - 
Y ou  know  music  i  s  where  y  ou  make  it,  [ 


mimv- 


It  doesn't  get  more 
automatic  than  this. 
The  word  processor  in 
the  Microsoft  Office 
lets  you  instantly  cre- 
ate all  kinds  of  great- 
looking  reports  and 
letters.  It  can  eren  fix 
xour  typos  just  as  fast 
as  \ou  make  them. 


Our  spreadsheet  is 
the  easiest  way  to 
analyze  numbers  and 
turn  them  into  com- 
pelling charts  and  ( 
tables.  It's  so  insight- 
ful, it  actually  tracks 
your  work  and  offers 
tips  on  how  to  do 
things  more  easily. 


■ 


.  All  rights  reserved.  Microsoft  OftK 


:  Professional,  shown  here,  includes-  Microsoft  Excel.  Word,  the  PowerPoint  j 
nada.  call  >our  local  Microsoft  subsidiarr  or  12061  936-8661.  Microsoft.  Micrt 


FFERENT  THINGS  AT  ONCE. 
IEM  ALL  IN  ONE  PLACE. 


ter  and  print  our  personal  copies 
your  favorite  clients.  All  ten  or 
i  thousand  of  them. 
Work  this  good  calls  for  just  a 


[indow  Help 


TV 
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I  Now  more  and  more  musicians 
ard  sale?,  while  still  dominant 


Seas  25% 


Drums  1S& 
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and  instruments  in  your  studio? 
y,  your  options  are  getting  a  lot 


The  most  powerful 
and  flexible  way  to 
work  with  informa- 
tion is  right  here  in 
our  database.  So 
it's  Min/ ile  to  merge 
something  like  a 
mailing  list  directly 
into  your  letter 
Automatically. 


little  showing  off.  So  you  simply 
move  into  PowerPoint,  the  presen- 
tation graphics  program,  and  mm 
your  thinking  into  some  persuasive 
slides  for  the  head  honcho. 

Won't  she  be  surprised. 

Along  the  way,  every  program 
has  been  following  your  work, 
making  everyday  tasks,  like  fixing 
common  ty  pos,  automatic.  As  well 
as  guiding  you  through  complex 
jobs  so  they're  a  lot  easier.  All 
thanks  to  what  we  call  IntelliSense 
technology.  Nobody  else  has  built- 
in  assistance  that's  nearly  this 
friendly,  this  extensive,  or  this  smart. 

If  you've  got  any  questions  or 
want  extra  help,  call  us  tor  the  most 
useful  product  support  around. 
And  the  Microsoft  Office  is  the 


Want  to  turn  it  all 
into  beautifully  effec- 
tive slides?  A  simple 
click  moves  your 
data  into  the  presen- 
tation graphics  pro- 
gram. And  it  helps 
you  organize  your 
thoughts,  design  lay- 
outs, even  rehearse. 


only  product  of  its  kind  that  has 
unlimited  no-charge  support* 

In  fact,  you  can't  get  this  kind 
of  overall  smooth  sailing  anywhere 
but  the  Microsoft  Office.  So  make 
a  mental  note  to  do  one  more 
thing  today.  Give  us  a  ring  at  (800) 
370-S9V,  Dept.  }\D\  and  we'll 
send  you  our  Office  info  kit.  Then 
ask  around  or,  better  yet,  drop 
by  your  nearest  computer  store  and 
check  it  out.  They'll  probably  let 
you  play  with  it  right  there. 

And  by  the  next  time  Friday 
rolls  around,  the  Microsoft  Office 
could  put  you,  and  all  the  things 
you're  doing,  in  a  much  better  place. 


l,  the  Microsoft  Access  i_lat.ib.iM-  management  system  ami  a  Mail  workstation  license  (server  and  software  musi  he  acquired  separately),  hot  information  only  In  the  SO  United  Slates,  call  (800)  170-8957,  Dept.  UH  In  Canada,  tall  (800)  SM  91)48 
[he  Windows  logo  arc  registered  trademarks  and  IntelliSense  and  Windows  are  trademarks  of  Microsoft  ( Corporation. 
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niti  Q45s  to  drive,  tear  apart,  and  study. 
Aurora  engineers  swear  they  changed 
little  as  a  result.  But  the  quality  and 
dealer  service  of  the  new  imports  es- 
tablished a  tough  standard.  In  subse- 
quent research,  Olds  found  that  when 
consumers  thought  Aurora  was  a  Lexus 
instead  of  an  Oldsmobile,  50%  more  of 
them  said  they  would  consider  buying  it. 

Meanwhile,  woes  were  mounting  at 
GM  headquarters.  The  deepening  reces- 
sion and  GM's  slumping  sales  forced  for- 
mer Chairman  Roger  B.  Smith  and  then- 
President  Robert  C.  Stempel  to  suspend 
several  new-car  projects,  including  the 
G-car,  for  all  of  1990.  Masch  stuck  to 
the  letter  of  the  order  but  not  the  spir- 
it. "We  didn't  spend  any  money  on  it," 
he  says.  "But  we  believed  in  the  vehicle 
so  much  there  was  no  way  in  hell  we 
could  completely  stop  working  on  it." 
seamless  fit.  The  manufacturing  engi- 
neers used  the  time  to  devise  solutions 
to  some  tricky  problems. 
Resolving  a  dispute 
about  how  to  attach  the 
Aurora's  roof  to  the  rear 
quarter  panel  required 
flexibility  and  coopera- 
tion that  have  been  rare 
at  GM.  Burke  and  his  de- 
signers wanted  a 
smooth,  flowing  line 
where  the  two  parts 
met.  But  Masch's  engi- 
neers didn't  want  to  use 
conventional  welding  to 
join  the  two  pieces— that 
would  require  putting  a 
big  hole  in  the  frame  for 
the  welder  to  reach 
through,  weakening  the  rigid  structure. 
Instead,  the  engineers  suggested  a  new 
manufacturing  process  they  had  already 
been  tinkering  with.  They  devised  a  way 
for  robots  to  spray  molten  silicon  bronze 
smoothly  into  the  roof  seam.  To  make 
sure  the  tricky  technique  was  worked 
out  by  Aurora's  launch,  the  Orion  plant 
pioneered  it  in  1992  on  other  Olds  and 
Buick  cars. 

Funding  for  Aurora  was  restored  in 
early  1991,  but  life  hardly  returned  to 
normal.  GM  was  just  about  to  enter  its 
rockiest  stretch  in  70  years.  Stempel 
had  succeeded  Roger  Smith  as  chairman 
and  CEO,  and  the  new  boss  was  under 
pressure  from  GM's  board  to  solve  a 
deepening  financial  crisis.  In  December, 
1991,  Stempel  and  President  Lloyd  E. 
Reuss  announced  their  plan  to  shut  21 
plants  and  eliminate  74,000  jobs. 

In  April,  the  board  stunned  GM  by 
replacing  Reuss  with  Jack  Smith,  then 
head  of  GM's  international  operations. 
By  November,  Stempel  was  out,  too. 
Masch  scrambled  to  keep  new  bosses  in 


the  know  about  his  brainchild  "so  that 
something  bad  didn't  happen  to  the  pro- 
gram," he  says.  But  no  amount  of  lobby- 
ing could  protect  Aurora  from  GM's  cash 
crunch.  In  early  1992,  GM  put  Aurora 
on  hold  for  six  more  months. 

Then  another  potential  catastrophe 
loomed.  After  losing  $552  million  in  1992, 
Olds  seemed  close  to  death.  Despite  de- 
nials by  Rock  and  GM  executives,  ru- 
mors swirled  that  Olds  would  close.  Cus- 
tomers fled,  dealers  panicked,  and  sales 
sank.  Rock  fired  back  with  a  plan  to 
"Saturnize"  Olds,  with  Aurora  as  the 
centerpiece.  Olds  would  offer  an  all-new, 
drastically  pruned  line  of  upscale  vehi- 
cles with  an  import  feel  and  slick  new 
engine  technology.  Dealers  would  adopt 
friendly,  no-dicker  sales  tactics.  Says 
Rock:  "Aurora  became  the  star  we 
hitched  all  that  to." 

Once  again,  though,  that  star  looked 
as  if  it  might  be  extinguished.  New  CEO 


HOW  AURORA  RATES  AGAINST  RIVALS 


ENGINE  SIZE 


(UTERS/CYLINDERS) 

HORSEPOWER 

BASE  PRICE 

FULLY  LOADED 

LEXUS  ES300 

3.0,  V-6 

188 

$30,600 

$34,200 

BMW  3251 

2.5,  IN-LINE  6 

189 

30,850 

37,380 

AURORA 

4.0,  V-8 

250 

31,995 

34,369 

ACURA  LEGEND 

3.2,  V-6 

200-230 

33,800 

40,700 

MERCEDES 

2.8,  IN-LINE  6 

194 

34,900 

41,535 

BENZ  C280 


INFINITI  J30  3.0,  V-6 
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Jack  Smith  began  reviewing  gm's  entire 
portfolio  of  future  products,  deciding 
where  to  spend  the  company's  scarce 
cash.  Some  GM  planners  were  dubious 
about  investing  big  bucks  on  a  car  for 
floundering  Oldsmobile.  "There  was  still 
a  school  of  thought  that  we  ought  to 
kill  Aurora,"  Rock  acknowledges.  The 
car's  backers  stood  their  ground,  em- 
phasizing its  long-term  strategic  role  for 
GM.  The  project  survived.  "We  decided 
that  this  was  an  important  car  for  Olds- 
mobile and  for  GM,  because  it  is  the  ar- 
chitecture from  which  a  lot  of  future 
cars  would  be  built,"  says  Losh. 
BUGGED  OUT.  Granted  a  reprieve,  the 
Aurora  team  focused  again  on  manufac- 
turing. The  car  is  complicated  to  build, 
and  GM  figured  that  if  it  tried  out  a  lot 
of  new  things  as  Aurora  started  rolling 
down  the  line,  glitches  would  wreck 
quality.  So  plant  manager  Tim  Sprecher 
started  to  work  the  bugs  out  of  several 
new  processes.  Because  Aurora's  engine 
is  too  big  and  complex  to  lower  into  the 
body,  Sprecher  and  his  team  created 


"stop  stations,"  where  chassis  come  up 
meet  the  sheet-metal  bodies.  Teams 
five  operators  work  at  their  own  pace 
bolt  the  assemblies  together. 

Helping  Sprecher  iron  out  the  detai 
of  assembling  the  new  car  was  a  rota 
ing  group  of  50  hourly  workers  and  Ai 
rora's  engineers.  In  a  three-year  collab 
ration,  they  made  80%  of  the  majc 
changes  in  how  Aurora  is  put  togetht 
before  it  left  the  engineering  cente 
avoiding  costly  changes  in  the  plant.  "I 
the  past,  the  engineers  would  drop  o 
the  designs  at  the  front  door  and  sa; 
'0.  K.,  now  you  build  it,' "  Sprecher  say; 
"And  sometimes,  we  couldn't." 

To  shepherd  Aurora  through  its  fin 
stages,  Olds  formed  its  first  "launc 
team,"  headed  by  Bob  Romero,  then  th 
unit's  head  of  strategic  marketing.  Thi 
Saturnesque  group  coordinates  the  e: 
forts  of  marketing,  public  relations,  eng 
neering,  manufacturing,  and  dealers.  It 
efforts  include  a  $2 
million  dealer  trainin; 
program  and  a  $30  mi 
lion  ad  campaign. 

The  Aurora  was  f. 
nally  unveiled  in  Jar 
uary,  1993,  at  aut 
shows  in  Los  Angele 
and  Detroit.  Althoug' 
Olds  hasn't  set  an  off: 
cial  launch  date,  pre 
duction  started  on  Jar 
31.  Will  it  sell?  Som 
competitors  are  clear 
ly  worried.  "It  will  del 
initely  take  sales  awa; 
from  the  Japanese  anc 
who  knows,  mayb 
even  from  us,"  says  Michael  J.  Jacksor 
senior  vice-president  for  marketing  am 
sales  for  Mercedes-Benz  of  North  Amer 
ica  Inc.  "It's  a  whole  new  ball  game." 

Still,  Olds's  image  remains  a  dauntinj 
problem.  "Luxury-car  buyers  buy  fo: 
prestige,  they  buy  for  product  quality 
they  buy  for  the  way  they're  treated  a 
the  dealership,"  says  George  E.  Borst 
general  manager-  of  Toyota  Motor  Corp.' 
Lexus  Div.  "It's  going  to  be  difficult  fo: 
Olds  to  catch  up"  while  it  still  sells  most 
ly  its  older  models. 

Even  if  it  is  a  hit,  Aurora  alone  won' 
guarantee  Oldsmobile's  survival.  Old: 
badly  needs  a  revitalized  lineup— bu 
many  of  its  new  models  won't  arrive 
for  three  years,  in  time  for  the  divi 
sion's  100th  anniversary  in  1997.  As  i 
stands  now,  the  revamped  Bravadi 
sport-utility  vehicle  is  due  in  the  fall  o 
1995,  with  a  new  minivan  expected  the 
following  spring.  A  remodeled  midsize 
Cutlass  Supreme— Olds's  bread-and-but 
ter  car— won't  arrive  until  1997.  A  new 
full-size,  near-luxury  sedan  based  on  the 
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urora  is  due  out  the  same  year.  That's 
so  the  new  target  date  for  the  re- 
orked  Achieva  compact,  which  Olds 
?layed  after  deciding  that  the  planned 
ir  missed  the  mark  on  styling  and 
Kormance. 

Still,  Aurora  may  already  be  a  success 
/  another  measure:  the  lessons  it  could 
ach  GM.  To  make  sure  that  future  new- 
ir  projects  adhere  strictly  to  the  Four- 
rase  process  that  produced  Aurora, 
A  has  established  a  Vehicle  Launch 


Center  in  Warren,  Mich.  These  days, 
when  a  car  project  is  begun,  everyone 
involved,  from  designers  to  accountants, 
spends  nearlj  a  year  al  i  he  center  under 
the  guidance  of  a  staff  of  engineers  and 
purchasing  agent  s.  The  team  -.  v\  orking 
on  the  1997  Chevrolet  Corvette  and  the 
1997  Park  Avenue  were  among  the  first 
through  the  center. 

The  center  will  coordinate  the  flow  of 
new  products  and  coach  each  program 
through  its  critical  early  stages.  It  will 


urge  teams  to  use  common  GM  parts  and 
share  engineering  expertise.  "We.stay  on 
the  learning  curve,"  says  Masch.  "We 
take  all  the  knowledge  we  gain  and  ap- 
ply it  on  the  next  vehicle,  so  we  never 
make  the  same  mistakes  twice."  If  Auro- 
ra teaches  GM  nothing  more  than  that, 
its  shining  "A"  symbol  may  someday 
come  to  mean  as  much  to  Oldsmobile 
and  its  parent  as  the  vintage  rocket 
ever  did. 

By  Kathleen  Kerwin  in  Flint,  Mich. 


A  CHUNK  OF  TRUE  GRIT  NAMED  JOHN  ROCK 


his  spurs  as  a  tough  cost-cutter.  And 
when  he  got  the  Olds  job  in  early  1992, 
he  saw  it  as  an  irresistible  challenge  to 
make  change. 

Rock  immediately  threw  out  the  old 
rulebook.  Dealers,  once  kept  in  the 
dark,  now  make  up  half  of  Olds's  new 
Board  of  Governance,  joining  managers 


John  D.  Rock  is  running  late.  "I 
had  a  little  crisis  this  morning," 
he  says,  apologizing  for  the  hour- 
ong  delay.  Another  rumor  that  Olds  is 
leading  for  the  graveyard?  A  drop  in 
lealer  confidence?  Nope.  "My  dog  went 
Suiting  without  me,"  he  explains. 

As  with  many  of  the  things  Rock 
iays,  it  takes  a  moment 
o  figure  this  one  out. 
■Jeems  his  Chesapeake 
3ay  retriever,  Chain, 
topped  the  fence  before 
•lock  could  leave  for 
vork,  forcing  Oldsmo- 
rile's  general  manager 
q  search  the  fields  and 
voods  outside  his  home 
lear  Lansing,  Mich, 
iardly  your  typical  Gen- 
ial Motors  crisis.  But 
hen,  Rock  is  hardly  a 
ypical  GM  executive. 
>EEP  ROOTS.  At  58,  Rock 
nay  be  a  grizzled  34- 
fear  GM  veteran,  but  un- 
ike  many  of  his  peers, 
le  has  no  qualms  about 
peaking  his  mind.  Take, 
or  instance,  1992,  when 
•umors  swirled  that  top 
nanagement  might  shut 
lown  Olds.  While  most 
JM  managers  hunkered 
lown  behind  press-re- 
ease  denials,  Rock 
■ailed  a  press  conference 
,o  blast  everybody  from 
he  media  to  GM's  board.  ^       •      •      u  i 

)ne  tidbit:  Tm  thinking  ^n  Winning  D3CK  CUStOmerS  "IT  MAY  BE  LIKE  INF 
>f  going  trick-or-treating 


On  Aurora  "evirythinc 

11  1  33  YE.ft.RS  HAS  S-SS 
OF  THE  AURORA." 

On  rumors  of  Olds's 

PISSED-OFF  COWBOY  11  SS; 
TO  SHOOT  MY  HORSE." 


demise  "you're  utomm 

MS  LIKE  SOMIBOD1  OUT  THE 


di- 


iround  the  outside 
•ectors'  houses." 

A  South  Dakota  na- 
ive who  grew  up  work- 
ng  on  his  father's  Chevy-Olds  car  lot, 
vock  is  proud  of  his  deep  GM  roots. 
\s  he  likes  to  say:  "I  grew  up  in  a 
lealership,  and  I  married  a  dealer's 
laughter"  (  wife  Bonnie).  In  stints  in 
\ustralia  and  at  GMC  Truck,  he  earned 


HARD  TO  GET  BACK  IN  THE  HOUSE. 

On  his  tenure  at  Olds  .  .     .      •  vs.  e 

OLDSMOBILE." 


to  vote  on  all  major  decisions.  Fridays 
became  Cowboy  Day,  when  staffers 
wearing  cowboy  boots  could  vent  their 
spleen  to  the  boss.  "I've  been  waiting 
all  my  life  to  be  king,"  Rock  says,  "and 
when  I  get  there,  it's  a  democracy." 


As  much  as  the  rumors  of  Olds's 
demise  angered  him,  Rock  appreciated 
the  shock  effect.  "There's  nothing  like 
the  fear  of  death  to  give  you  a  little  fo- 
cus," he  says.  He  had  been  brainstorm- 
ing with  staffers  and  dealers  on  Olds's 
future  since  he  took  the  job.  But  with- 
out the  scare,  he  says,  "maybe  we 
would  still  be  studying 
and  struggling." 
prompted.  Rock's  style 
of  damning  past  mis- 
takes is  beginning  to 
catch  on.  "It's  become 
fashionable  at  GM  to  be 
like  John  Rock,"  says 
David  E.  Cole,  director 
of  the  University  of 
Michigan's  Office  for  the 
Study  of  Automotive 
Transportation.  And 
Rock's  staff  is  learning 
to  cope.  When  Rock  was 
asked  for  Aurora's  de- 
velopment costs  at 
a  press  conference  last 
fall,  then-Chief  Engineer 
Larry  Lyons  offered: 
"He  doesn't  rem- 
ember." Thus  reminded, 
Rock  added:  "I'm  not 
going  to  tell  you  how 
much  they  blew  on  the 
car." 

Occasional  corporate 
reminders  to  curb  his 
profanity  don't  work. 
And  cussing  is  just  part 
of  the  good  ol'  boy  per- 
sona. Rock  has  eased 
back  from  his  hard-drink- 
ing days  but  still  enjoys  a 
Miller  with  his  Tammy 
Wynette.  Buddy  Tom 
Ryan  says  Rock  always 
has  a  story  about  his  South  Dakota  boy- 
hood to  liven  the  hours  in  search  of 
pheasant  or  walleye.  "He's  good  compa- 
ny," Ryan  says.  Good  for  the  company, 
too,  it  seems. 

By  Kathleen  Kerwin  in  Lansing,  Mich. 
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THE  SHADOW 
ACROSS  L'OREAL 


A  French  executive  claims  it  caved  in  to  the  Arab  boycott  of  Israel 


It's  a  rainy  afternoon  in  an  old-fash- 
ioned Paris  apartment.  The  Eiffel 
Tower  is  in  view  from  the  tall  win- 
dows adorned  with  heavy  brocade 
drapes.  Jean  Frydman,  a  French  busi- 
nessman, is  holding  forth  on  his  favorite 
subject,  his  protracted  battle  with 
L'Oreal,  France's  prestigious  cosmetics 
giant.  "I  cannot  stand  the  idea  that  they 
will  win,"  says  Frydman,  spitting  out  his 
words  in  English.  "After  what  they  did  to 
us.  Hiding  Nazis.  Doing 
the  [Arab]  boycott.  And 
finally,  that  nothing  will 
happen  to  them.  It  is  im- 
possible to  accept." 

The  bitter  feud  erupted 
in  1989,  when  Frydman 
left  a  joint  venture  that 
he,  his  brother  David,  and 
L'Oreal  established  the 
previous  year.  According 
to  Frydman,  he  was  oust- 
ed by  L'Oreal  as  part  of 
an  elaborate  effort  by  the  company  to 
get  itself  removed  from  the  Arab  boycott 
blacklist.  The  list  consists  of  companies 
prohibited  from  doing  business  with  Arab 
countries  because  of  their  business  ties  to 
Israel.  L'Oreal  was  put  on  the  blacklist 
because  it  had  owned  a  Helena  Rubin- 
stein plant  in  Israel.  Frydman,  who  is  a 
citizen  of  Israel  as  well  as  France,  says 
he  was  dismissed  to  appease  the  Arab 
boycott  office  in  Damascus.  He  says 
L'Oreal  owes  him  $31  million  for  his  stake 
in  Paravision  International,  the  joint  ven- 
ture. Frydman  says  he  wants  to  use  the 
money  to  bring  down  the  boycott. 
"BETTER  terrain."  But  that's  only  his 
side  of  a  complex,  shadowy  story,  with 
roots  deep  in  French  politics  and  Mid- 
east intrigue.  Many  sources— including 
some  in  Israel— call  the  68-year-old  busi- 
nessman a  bogus  crusader  who  is  using  a 
fight  for  the  Israeli  cause  to  help  his  own 
cause:  getting  a  big  settlement.  Still, 
many  of  his  charges  have  been  corrobo- 
rated by  documents  and  a  French  com- 
mission's findings. 

And  even  if  he  is  acting  from  self- 
interest,  Frydman  is  raising  far-reaching 


and  potentially  embarrassing  questions 
about  the  practices  of  a  corporation  that 
is  a  preeminent  symbol  of  France's  post- 
war business  success.  Combining  acute 
market  savvy  with  biotechnological  prow- 
ess, L'Oreal  is  one  of  France's  most  suc- 
cessful international  players.  Yet  Fryd- 
man's  allegations  suggest  a  darker  image, 
for  L'Oreal's  predicament  is  an  unpleas- 
ant reminder  of  France's  collaboration- 
ist past  in  World  War  II. 

Now  Frydman  is  bring- 
ing his  dispute  with 
L'Oreal  to  the  U.  S.  On 
Feb.  2,  he  filed  a  lawsuit 
against  the  company  in 
New  York  State  Supreme 
Court  alleging  conspiracy, 
fraudulent  misrepresenta- 
tion, and  bribery.  His  suit 
asks  for  $100  million, 
which  includes  damages. 
He  has  hired  Stanley  S. 
Arkin,  an  aggressive  law- 
yer, to  pursue  the  litigation  and  Kekst  & 
Co.,  the  public-relations  firm,  to  stir  up 
media  interest.  "In  France,  we  are  fight- 
ing a  Goliath.  In  America,  we  feel  we 
have  better  terrain,"  says  Frydman. 

He  is  also  pushing  the  U.  S.  Commerce 
Dept.  to  launch  a  probe,  which  could  mo- 
bilize American  Jews  and  others  to  shun 
L'Oreal's  skin  creams  and  shampoos.  His 
campaign  has  the  potential  to  become 
the  most  damaging  Arab  boycott  case 
since  Baxter  International  suffered  a  cus- 


tomer backlash  and  a  $6.5  million  fine  : 
1993.  It  could  be  especially  harmful  ) 
L'Oreal  because  the  cosmetics  giant 
whose  brands  include  Lancome  and  Ralp 
Lauren  Safari— is  launching  an  all-out  a 
sault  on  the  American  market,  to  retai 
its  title  as  the  world's  biggest  cosmetic 
company,  with  $L2  billion  in  U.  S.  sales  : 
1993.  (BW-Jan.  17).  Frydman's  campai^ 
could  also  hurt  Swiss  food  giant  NestI 
one  of  L'Oreal's  biggest  shareholders 
and  a  target  of  consumer  boycotts. 

L'Oreal  declined  to  respond  to  que 
tions  from  BUSINESS  week.  According  I 
attorney  Stanley  J.  Marcuss,  a  partne 
with  Bryan  Cave  in  Washington,  D.  C 
who  represents  L'Oreal,  the  compan 
does  not  want  to  try  the  case  in  th 
press.  He  would  comment  only  on  a  fe 
points.  "L'Oreal  believes  strongly  any  e 


L'OREAL  VS. 
THE  FRYDMANS 

MAY,  1988  L'Oreal 
and  Jean  and  David 
Frydman  launch  Par- 
avision joint  venture. 

APRIL,  1989 

L'Oreal  exec  Fran- 
cois Dalle  discusses 
Jean  Frydman 
resignation  from  Par- 
avision because  of 


Frydman's  Israeli 
connection.  Dalle  says 
that  could  hurt 
L'Oreal's  effort  to  get 
off  Arab  list.  Frydman 
says  he  refused. 

JUNE,  1989  Frydman 
says  he  discovers 
his  ouster  from 
Paravision. 

APRIL,  1990Fryd 

mans  and  L'Oreal  be- 
gin arbitration  to 


determine  what 
L'Oreal  should  pay 
them  for  their  25% 
stake  in  Paravision. 

DECEMBER,  1990 

Frydmans  file  criminal 
charges  against 
L'Oreal. 

MAY,  1991  Judge 
orders  police  to  raid 
L'Oreal  headquarters. 
Based  on  documents 
seized,  Dalle  and 


Paravision  Che 
Michel  Pietrini 
indicted. 

MAY,  1991  Fr 

press  reports  tr 
Jacques  Corre; 
chairman  of  C< 
L'Oreal's  U.S.  i 
had  pro-Nazi  | 

JUNE,  1991  C 

resigns  as  Cosr 
chairman  and 
denly  dies. 
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t  to  dress  up  this  case  in  the  guise  of 
crimination  or  Arab  boycott  compli- 
ce is  totally  wrong,"  he  says.  "This 
e  is  an  ordinary  commercial  dispute 
mt  the  value  of  Frydman's  investment 
Paravision." 

'L'Oreal  has  said  many  times  that  it 
>  not  complied  with  the  Arab  boycott 
linst  Israel,"  says  Marcuss.  "I  am 
are  of  no  evidence  to  support  any  such 
irge."  Further,  Marcuss  provided  court 
:uments  showing  that  a  French  judge 
November,  1992,  dismissed  charges 
ydman  had  brought  against  L'Oreal 
olving  his  departure  from  Paravision. 
ys  Marcuss:  "The  judge  concluded, 
sed  on  an  exhaustive  investigation, 
it  there  were  no  charges  to  be 
Right."  L'Oreal  has  filed  slander  charg- 
against  Frydman. 


BER,  1992 

charges 
.'Oreal  are 
I,  allegedly  at 
st  of  French 
t  Mitterrand, 
mcern  about 
ilicity  for 
In  return,  a 
ion  is  set  up  to 
lefher  L'Oreal 
3ted  in  Arab 


NOVEMBER,  1993 

Commission  concludes 
L'Oreal  did  participate 
in  boycott. 

FEBRUARY,  1994 

Frydmans  file  $100 
million  civil  suit  in  New 
York  State  court 
against  L'Oreal,  alleg- 
ing conspiracy  and 
bribery.  Public-rela- 
tions firm  hired  to  stir 
up  media  interest. 

DATA:  BUSINESSWEEK 


Of  all  the  troubles  Frydman  is  stir- 
ring up,  the  most  serious  would  be  a 
U.  S.  Commerce  Dept.  action.  In  May, 
1993,  Frydman's  son  Gilles  gave  Com- 
merce exchanges  of  letters  between 
L'Oreal  and  the  Arab  boycott  office.  Com- 
merce enforces  laws  prohibiting  U.  S. 
firms  from  cooperating  with  the  Arab 
boycott.  While  Commerce  doesn't  have 
jurisdiction  over  L'Oreal,  it  could  launch 
an  investigation  into  Cosmair  Inc., 
L'Oreal's  U.  S.  distributor,  70%  owned  by 
Nestle.  Frydman  says  Cosmair  led 
L'Oreal's  efforts  to  get  off  the  blacklist. 
"If  the  allegations  raised  against  Cosmair 
by  the  Frydman  suit  are  true,  they  would 
warrant  criminal  proceedings  under  the 
Export  Administration  Act's  antiboycott 
provisions,"  says  Joseph  Kamalick,  edi- 
tor of  the  Houston-based  Boycott  Law  Re- 
view and  an  Arab  boycott  expert. 

A  Commerce  official  won't  confirm  or 
deny  whether  it  is  investigating  Cosmair 
or  L'Oreal.  Yet  Commerce  is  interested  in 
the  matter,  says  Will  Maslow,  general 
counsel  of  the  American  Jewish  Congress, 
who  has  spoken  to  Commerce  officials 
on  behalf  of  the  Frydmans. 

The  L'Oreal-Syria  correspondence, 
which  was  ordered  seized  by  a  French 
judge  from  L'Oreal  headquarters,  was 
given  to  BUSINESS  WEEK  by  the  Fryd- 
mans. Cooperation  with  the  Arab  boy- 
cott is  not  uncommon  in  Europe.  But  the 
letters  and  internal  memos  appear  to  re- 
veal in  unusually  overt  detail  the  lengths 


to  which  L'Oreal  went  to  comply  with 
Arab  demands  to  get  off  the  blacklist. 
The  Arabs'  central  demands  were  that 
the  company  shut  down  its  Helena  Rubin- 
stein manufacturing  operations  in  Israel, 
remove  the  Helena  Rubinstein  name  from 
all  subsidiaries  worldwide,  and  replace 
their  boards  of  directors.  The  documents 
indicate  that  L'Oreal  carried  out  the  de- 
mands, and  manufacturing  of  Helena  Ru- 
binstein products  in  Israel  was  halted  in 
1988.  L'Oreal  declined  to  comment  on  the 
documents  received  by  business  week. 

In  November,  1993,  a  French  commis- 
sion .concluded  that  L'Oreal  had  cooperat- 
ed with  the  Arab  boycott,  findings  that 
L'Oreal  disputes.  Ehud  Kaufman,  director 
of  the  international  division  of  the  Israe- 
li Finance  Ministry  who  has  studied  the 
matter,  agrees  that  L'Oreal  "reached  an 
arrangement  to  get  itself  off  the  [Arab 
boycott]  list." 


The  Arabs  demanded  that 
L'Oreal  shut  down  its  Israeli 
unit  and  stop  using  the 
Helena  Rubinstein  name 


L'Oreal  confirms  that  Helena  Rubin- 
stein products  are  no  longer  made  in 
Israel.  However,  the  company  insists 
that  ending  production  was  part  of  a 
broad  strategy  to  consolidate  production 
worldwide  and  close  small  plants,  which 
it  has  done  in  14  other  countries.  And 
L'Oreal  says  it's  company  policy  not  to 
allow  a  distributor  or  subsidiary  to  name 
itself  after  a  brand. 

new  RELATIONSHIP.  L'Oreal  now  imports 
L'Oreal  products  into  Israel  through 
Interbeauty,  its  prime  distributor  that 
was  once  Helena  Rubinstein  Israel,  con- 
firms Gad  Propper,  Interbeauty's  presi- 
dent. "The  change  from  a  production  rela- 
tionship to  a  distribution  relationship 
occurred  for  reasons  that  had  nothing  to 
do  with  the  boycott,"  says  Marcuss. 
"There  wasn't  any  diminution  of  L'Oreal's 
relationship  with  Israel." 

The  L'Oreal-Syria  documents  are  not 
clear  about  Cosmair's  involvement  in  the 
boycott.  Frydman  claims  Jacques  H.  Cor- 
reze,  chairman  of  Cosmair  and  Helena 
Rubinstein,  masterminded  L'Oreal's  ef- 
forts to  get  off  the  Arab  blacklist.  Cor- 
reze  was  a  former  Nazi  sympathizer  and 
war  criminal  who  was  in  a  French  prison 
from  1945-1950.  L'Oreal  hired  Correze  in 
1950,  and  in  1954,  he  set  up  Cosmair.  He 
died  in  1991.  Kaufman  says  his  research 
shows  that  it  was  Cosmair  that  ended 
Helena  Rubinstein  production  in  Israel 
to  comply  with  the  boycott. 

Frydman's  case  and  his  documents  on 
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L'(  )real's  alleged  boycott  cooperation  have 
caught  the  interest  of  American  Jewish 
groups.  Jesse  N.  Hordes,  Washington 
representative  of  the  Anti-Defamation 
League,  says  if  L'Oreal  complied  with 
the  Arab  boycott,  "its  image  in  this  coun- 
try will  suffer,  and  there  might  be  a  con- 
sumer backlash."  Rabbi  Abraham  Cooper, 
associate  dean  of  the  Simon  Wiesenthal 
Center-  adds  that  if  true:  "Lots  of  angry, 
articulate  activists  in  Hadassah  and  tem- 
ple sisterhoods  who  love  their  [L'Oreal 
products  will  deluge  them 
with  complaints." 

On  Feb.  2,  L'Oreal  said 
it  is  "actively  considering 
investment  opportunities" 
in  Israel.  Hordes  and 
Cooper  say  that  could 
change  consumer  senti- 
ments toward  L'Oreal. 
And  one  cosmetics  con- 
sultant says:  "It  certainly 
should  not  impact  the 
way  the  public  views 
their  products." 

Frydman's  clear  inter- 
est in  publicity  makes 
some  observers  suspicious 
of  his  ulterior  motives. 
One  Israeli  source  with 
detailed  knowledge  of  the 
matter  is  convinced  that 
Frydman  is  using  the 
boycott  issue  to  get  pub- 
licity in  order  to  pressure 
L'Oreal  to  agree  to  a  big- 
settlement.  Frydman  con- 
cedes that  he  is  pursuing  L'Oreal  to  get 
money.  But  he  insists  he  needs  money  to 
attack  the  Aral)  boycott  by  attacking 
L'Oreal.  "If  we  have  no  money,  we  are 
finished,"  he  says.  "We  have  no  fight." 
MORAL  OUTRAGE.  Yet  he  has  not  always 
valued  principle  over  business.  Frydman 
says  he  was  morally  outraged  to  be  part- 
ners with  L'Oreal  once  he  found  out 
about  Correze's  background  in  June,  1989. 
But  that  didn't  stop  him  from  obtaining 
L'Oreal's  help  to  make  a  distribution  deal 
and  buy  a  film  library  between  July  and 
September  the  same  year. 

The  Frydman-L'Oreal  saga  began  as 
a  partnership  between  two  old  friends. 
Francois  Dalle,  who  was  stepping  down 
as  L'Oreal's  chief  executive,  and  Fryd- 
man, president  of  Europe  1,  a  large  radio 
network,  had  known  each  other  for  20 
years.  Frydman,  through  his  company 
Anahold,  and  his  brother  David's  com- 
pany, CDG,  owned  the  non-U.  S.  movie 
rights  to  a  library  of  RKO  classic  films.  In 
1988,  L'Oreal  decided  to  diversify  into 
media,  and  Paravision  was  formed  with 
75%  owned  by  L'Oreal  and  25%  by  the 
Frydmans.  With  $1(50  million  of  L'Oreal's 
money  to  spend,  says  Frydman,  Paravi- 


sion began  buying  up  media  properties. 
By  1989,  Paravision  was  even  negotiating 
a  deal  to  buy  Columbia  Pictures. 

Frydman  says  his  first  inkling  of  trou- 
ble came  on  Apr.'  4,  1989,  at  L'Oreal 
headquarters  in  Clichy,  a  quiet  Paris  sub- 
urb. According  to  Frydman,  Dalle  asked 
Frydman  to  temporarily  resign  because 
of  Frydman's  Israeli  citizenship,  which 
he  said  could  jeopardize  L'Oreal's  efforts 
at  the  time  to  get  off  the  Arab  blacklist. 
Frydman  says  he  refused  to  step  down. 


On  June  20,  Frydman  says,  he  was 
asked  for  a  copy  of  his  letter  of  resigna- 
tion. Surprised,  since  he  says  he  never 
resigned,  FYydman  called  Michael  Pietri- 
ni,  Paravision's  chairman,  to  find  out 
what  was  going  on.  Frydman  says  Pietri- 
ni  told  him  that  he  was  pressured  by 
Correze  to  forge  his  resignation  and  men- 
tioned Correze's  pro-Nazi  past. 

Frydman  then  called  Paris-based  Nazi 
hunter  Serge  Klarsfeld  to  ask  if  he  had 
heard  of  Correze.  Klarsfeld  confirmed 
Correze's  background.  Frydman  was  in- 
furiated. He  and  his  family  had  been  vic- 
tims of  Nazi  persecution.  While  fighting 
for  the  French  Resistance,  Frydman  was 
captured  by  the  Germans  and  escaped 
from  a  train  bound  for  Buchenwald;  his 
mother  is  a  survivor  of  Auschwitz.  "It 


Frydman  filed  criminal 
charges  against  the  company, 
alleging  that  L'Oreal  forged 
his  letter  of  resignation 


was  like  a  nightmare,"  says  Frydma 
Dalle  and  Pietrini  in  1991  depositio 
tell  a  somewhat  different  story.  Dal! 
then  a  Paravision  vice-chairman,  sa 
Frydman  offered  to  resign  when  Da 
mentioned  that  Frydman's  Israeli  co 
nection  might  derail  L'Oreal's  efforts 
get  off  the  blacklist.  "You  know,  we  are 
the  middle  of  a  de-boycotting  procedu 
and  it  cannot  be  ruled  out  that  the  mi 
in  Damascus  should  make  the  connectii 
between  Helena  Rubinstein  and  Para 
sion,"  Dalle  said.  "If  tl 
Arab  League  . . . h 
asked  Frydman  to  resij 
I  never  would  have  £ 
cepted."  He  added 
boycott  is  "intolerab 
and  "we  have  in  our  coi  i 
pany  a  number  of  impc 
tant  Jews,  who  wou 
have  been  scandalizec 
Pietrini  contends  that  1 
too,  understood  th 
Frydman  agreed  to  r 
sign.  Further,  even  Fry 
man  agrees  that  the  r«  jjj 
ignation  would  have  ba 
temporary. 

The  battle  escalated 
December,  1990,  wh 
Frydman  filed  crimin  | 
charges  against  L'Ore  f 
alleging  that  the  eomp 
ny  had  forged  his  lett  n 
of  resignation  and  di 
criminated  against  hii 
The  following  March,  t 
judge  on  the  case  ordered  gendarmes 
seize  documents  from  L'Oreal  headqiiE  | 
ters.  Dalle  and  Pietrini  were  indicted  ft 
forgery  and  racial  discrimination. 

By  spring,  1991,  Klarsfeld  document' 
that  Correze  had  personally  led  raids 
homes  and  businesses  of  Jews  in  Marc 
1941,  for  a  French  pro-Nazi  group.  The 
formation  was  picked  up  by  the  Fren 
press.  Until  then,  Correze  had  denii 
taking  part  in  anti-Jewish  activity.  C(  j' 
reze  had  been  charged  after  the  war  f 
fabrication  of  explosives,  possession 
weaponry,  and  inciting  civil  war— ai 
served  in  prison  for  five  years.  "Corre 
was  a  notorious  activist  of  La  Cagoul 
which  was  a  sworn  enemy  of  Jews  befo 
and  after  the  war  and  responsible  f 
the  bombing  of  several  Paris  sy 
agogues,"  says  Klarsfeld. 

Correze  died  suddenly  in  France 
June  27,  only  hours  after  resigning  fro 
Cosmair.  Just  before  he  died,  Corre 
signed  a  document  that  said  he  had  be 
granted  amnesty  by  the  French  gover 
ment  in  1959  and  that  he  had  nothing 
do  with  Paravision.  Representatives 
Correze's  estate  did  not  respond  to  r 
quests  for  comment. 


98  BUSINESS  WEEK/MARCH  21,  1994 


LEGAL  AFI 


oon  after,  says  Frydman,  Charles 
maun,  on  behalf  of  his  former  boss, 
sident  Francois  Mitterrand,  asked 
rlman  to  drop  his  case  to  stop 
■eal's  and  Dalle's  public  embarrass- 
t.  While  L'Oreal's  business  in  France 

never  hurt  by  the  scandal,  Dalle 
a  close  friend  of  Mitterrand's.  Fryd- 

says  he  agreed— if  a  commission 
i  set  up  to  look  into  whether  L'Oreal 
icipated  in  the  Arab  boycott. 
(Understanding."  Salzmann,  though, 
onds  that  he  did  not  "intervene  in 

affair."  And  L'Oreal's  lawyers  insist 

Frydman's  charges  were  dismissed 
,he  judge  due  to  lack  of  evidence. 
rdman  acknowledged  in  a  letter  to 
judge  that  his  complaint  was  based 
i  misunderstanding,"  says  Stanley 
cuss.  "He  acknowledged  he  was 
ig.  The  judge  concluded  there  was  no 
3  for  pursuing  L'Oreal."  Frydman  dis- 
:S  that  interpretation, 
rydman  fared  better  in  November, 
|  when  the  commission  released  a 
irt  by  David  Ruzie,  a  professor  of 
(■national  law  at  the  University  of 
s.  Using  documents  seized  in  the 
unal  case,  Ruzie,  an  expert  on 
ice's  Arab  boycott  law,  determined 

L'Oreal  had  cooperated  with  the 
:ott  and  had  broken  French  law.  "In 
opinion,  the  Frydman's  should  have 
n  the  [boycott  issue]  to  court,"  says 
e.  "Normally,  we  should  have  been 

to  convict  L'Oreal.  The  documents 

in  my  view,  irrefutable.  Even 
■eal  has  never  called  their  authentic- 
ate question."  Ruzie  also  says  Lind 
Owen-Jones,  L'Oreal's  chairman, 
nothing  to  do  with  the  boycott. 
'Oreal  denies  the  findings  of  the 
e  report.  The  company  claims  that 
ie  was  already  biased  against 
•eal  and  that  he  never  interviewed 
me  at  L'Oreal  for  its  side  of  the 
y.  Ruzie  denies  he  was  biased  and 

L'Oreal  had  made  clear  the  com- 
r  didn't  want  to  hear  from  him. 
he  documents  portray  a  pattern  of 
plicity.  A  May,  1984,  document  re- 
ed L'Oreal's  responses  to  an  Arab 
?ott  questionnaire  that  inquired 
it  dealings  with  Israel.  To  avoid 
g  put  on  the  blacklist,  L'Oreal  re- 
ided.  Possibly  to  prove  that  it  had 
ed  out  supporters  of  Israel  from  the 
•ds  of  Helena  Rubinstein  subsidiar- 
L'Oreal  supplied  the  Arab  boycott 
e  with  lists  of  names  of  the  old  direc- 

and  the  new  directors.  A  Nov.  17, 
i,  letter  from  P.  Castres  Saint-Martin, 
■eal's  legal  and  financial  director,  says: 
r  company  modified  the  company 
e  and  replaced  the  directors  of  the 
panies  it  purchased  from  Helena  Ru- 
tein  Inc.  in  198:5  in  Argentina,  Brazil, 
i,  Venezuela,  and  in  Japan." 
ut  in  February,  1988,  the  Arabs  put 


L'Oreal  on  the  blacklist  anyway.  Zouheir 
Akil,  the  commissioner  general  of  the 
boycott  office,  told  L'Oreal  that  it  had 
to  change  the  name  of  Helena  Rubinstein 
Israel  and  shut  down  its  manufacturing, 
even  though  L'Oreal  by  that  time  had 
sold  the  plant  to  an  Israeli  company. 

On  July  4,  1988,  a  L'Oreal  intermedi- 
ary wrote  to  tell  Akil  it  would  take  care 
of  the  problem  and  ask  L'Oreal  to  "stop 
any  manufacturing  of  Helena  Rubinstein 
products  by  Dec.  31,  1988. . .  .We  will  also 
ask  the  company  Helena  Rubinstein  Is- 
rael to  change  its  name."  A  Feb.  1,  1989, 
letter  from  Castres  Saint-Martin  con- 
firmed that  the  name  had  been  changed 
to  Interbeauty  Ltd.  and  that  it  had 


made.  But  In  July,  1989,  L'Oreal  was  tak- 
en off  the  blacklist. 

Frydman  says  it  was  none  other  than 
Correze  who  went  to  Israel  in  1988  to 
convince  the  company  that  owned  Helena 
Rubinstein  to  shut  down  production  and 
change  its  name.  In  a  1991  deposition, 
Correze  confirmed  he  had  gone  to  Israel, 

L'OREAL  AND  THE  BOYCOTT 

May  28,  1 984,  document  (left)  shows 
responses  from  L'Oreal  legal  and  financial 
director  to  questionnaire  from  Arab 
boycott  office  asking  about  company's 
business  dealings  in  Israel.  July  4,  1 988, 
document  (below)  from  L'Oreal  agent  to 
boycott  office  describes  how  L'Oreal 
planned  to  comply  with  boycott  demands 
regarding  company's  former  Helena 
Rubinstein  subsidiary  in  Israel 


"At  my  request,  the  general  management  of  L'Oreal  will  get  in 
touch  with  this  company  [its  Israeli  owner]  so  that  it  ceases  all 
production  of  Helena  Rubinstein  products  by  Dec.  31,  1988." 

"We  will  also  ask  Helena  Rubinstein  Israel  to  change  its  name 

"These  steps  will  show  you  that  L'Oreal  wishes  to  find  an 
agreement  with  the  central  boycott  office  and  to  take  all  the 
necessary  steps  to  do  so." 


agreed  "never  to  use  the  name  of  Helena 
Rubinstein  in  the  future."  The  interme- 
diary couldn't  be  reached  for  comment. 

The  Ruzie  report  also  says  L'Oreal 
paid  "substantial  funds"  to  Arab  interme- 
diaries to  help  it  get  off  the  blacklist.  A 
May  10,  1989,  memo  from  L'Oreal's  legal 
chief,  G.  Sanchez,  to  Correze  and  two 
other  managers  discusses  an  important 
Arab  official  who  could  help  them  win 
over  the  boycott  office  but  will  "by  no 
means  accept  less  than  $1.5  million."  It's 
not  clear  whether  the  payment  was 


only  "to  allow  the  Israelis 
to  pursue  their  activities  and 
not  to  stop  it  or  limit  it." 
Though  Frydman  has  been  tireless  in 
dredging  up  skeletons  from  L'Oreal's  past 
and  seeking  to  tarnish  the  company's 
name  in  the  U.  S..  his  New  York  suit  is 
on  tenuous  jurisdictional  grounds.  It's 
still  far  from  clear  what  Frydman  wants 
most  from  his  campaign:  money,  an 
undermining  of  the  Arab  boycott,  or  just 
plain  revenge.  There's  a  chance,  though, 
that  he  could  get  all  three. 

By  Leah  Nathans  Spiro  in  Paris  with 
Farah  Nayeri,  and  Neal  Sandler  in 
Jerusalem 
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►ports  Business 


BASEBALL  I 


LET'S  SEE  SOME 
HUSTLE  OUT  THERE 


Spring  now  means  a  chance  to  shag  teams 


1 

If 


CLASS  ACT:  DODGERTOWN  IS  ONE  CASE  WHERE  "THERE  IS  NO  COST  TO  THE  COMMUNITY" 


Larry  Lovejoy,  a  letter  carrier  frc 
Dundee,  111.,  planned  his  Florii 
vacation  around  Chicago  White  S 
spring  training.  He  and  his  9-year-c 
son,  David,  sport  matching  Chicago  Bu 
jackets  and  caps  as  they  watch  majc 
league  attraction  Michael  Jordan  pi; 
right  field  during  his  first  intramui 
innings  with  the  Sox. 

But  if  the  Lovejoys  plan  to  catch  tl 
Sox  in  training  in  the  future,  they  m; 
have  to  book  a  flight  to  Arizona.  Tl 
Comiskey  Parkers  have  been  scoutii 
sites  there  that  would  allow  them 
join  the  eight-team  Cactus  League.  Pu 
licly,  the  team  says  it  will  honor  wh 
remains  of  its  20-year  lease  in  Sarasot 
but  officials  in  two  Arizona  towns  s: 
the  Sox  are  house-hunting  in  their  stal 
HARDBALL.  No  longer  is  spring  trainii 
just  a  warm-up  for  the  regular  seaso 
It's  become  an  ever-larger  part  of  Bas 
ball  Inc.  Most  teams  claim  to  break  ev 
or  lose  money,  but  according  to  one  i 
dependent  report,  altogether  they  nett 
$13  million  from  spring  training  in  19i 
Clubs  looking  to  cut  losses  or  ma] 
money  off  March  tryouts  are  drivii 
tough  bargains  with  cities  for  better  i 
cilities.  They're  raising  ticket  prices  ai 


The  Dreyfus  Short-Intermediatt 
Municipal  Bond  Fund  is  designee 
to  provide  investors  with  high  currenl 
income  that  is  exempt  from  Federal  income 
taxes.  In  fact,  this  Fund  has  received  the  highesl 
five-star  rating  from  Morningstar,  a  leading  financial 


publisher  that  rates  mutual  fund 


This  rating  reflects  the  Fund's  historica 
risk/reward  ratio  relative  to  that  of  other  funds  in  its 
class,  as  determined  by  Morningstar.  Only  10%  of  funds  in 
each  class  tracked  by  Morningstar  receive  the  "***■*•*"  rating 

•  $2,500  minimum  •  No  sales  load 
•  Income  exempt  from  Federal  taxes  •  Free  checkwriting 

For  more  complete  information,  including  management  fee 
distribution  and  other  expenses  obtain  a  Prospectus  by  calling  toll  free.  Please 
read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results 


Dreyfus  Short-Intermediate 
Municipal  Bond  Fund 

1-800-TAX-FREE 

(1-800-829-3733) 


Ask  for  Extension  4308 


'Source:  Morningstar  Inc.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  December  31,  1993. 

Morningstar  ratings  are  calculated  from  the  fund's  three-,  five-  and  ten-year  average  annual  returns  with  appropriate  fee  adjustments  and  a  risl 
factor  that  reflects  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the  funds,  series  or  classes  in  an 
investment  category  receive  five  stars.  Fund's  yield,  share  price  and  investment  return  fluctuate  so  that  you  may  receive  more  or  less  than  your 
original  cost  upon  redemption.  Income  may  be  subject  to  state  and  local  taxes.  Some  income  may  be  subject  to  the  Federal  alternative  minimum  tax 
for  certain  investors.  Dreyfus  Service  Corporation,  Distributor.  148 — 00 
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The  important  thing 
is  service.  After  all,  this 
is  practically  your 
whole  life  you're 
s     toting  around. 
Luckily, 
every  Digital 


in 


k 


We  have  three  impres- 
sive new  notebooks. 

Yes,  they  give  you  up 
to  33  MHz  of  i486™ 
processor  power.  Yes, 


notebook  is  backed  by 
our  three-year  limited 
warranty. 

But  you  need  your 
laptop  in  your  lap,  not  on 
somebody's  workbench. 
That's  why  we  don't  just 


That's  our 
DEC  Passport 
service  program  — 
the  strongest  you  can  get. 
And  it's  free  the  first  year. 

Truth  is,  we're  giving 
you  everything  you  need 
in  a  laptop. 

A  book  so  good  you 
can't  put  it  down. 

And  coverage  so  good 
you  won't  have  to. 

Call  1-800-255-0039. 

Please  reference  BUR  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon.-Fri.  ET. 


Get  Lotus  Organizer" (up  to  $H9  value) 
tree  when  you  purchase  any  DECpc 
425SE  notebook  by  May  31,  1994. 


they  have  a  slot 
for  Type  1,11,  and  III 
PCMCIA  cards.  Yes, 
they  oiler  monochrome, 
dual-scan  color,  or 
active-matrix  color  dis- 
plays. And,  yes,  the  price 
is  right. 

But  never  mind  all 
of  that. 


its  coverage. 


back  our  notebooks.  We 
get  them  back  to  you. 
Pronto. 

How  pronto?  From 
your  door  and  back  to 
your  door  in  as  little  as 
two  days.  That  goes  for 
hotel  doors,  motel  doors 
and  bed-and-breaktast 
doors  around  the  world. 


2 

m 

9 

D 

t 

a 

D 

PC 

Beyond  the  box. 


©  DIGITAL  EQUIPMENT  CORPORATION  199-1.  The  DIGITAL  logo,  and  DEC  Passport  arc  trademarks,  and  Beyond  The  Box  is  a 
service  mark,  of  Digital  Equipment  Corporation  i486  and  (he  Intel  Inside  logo  are  trademarks  ot  Intel  Corporation  Windows  and 
Paintbrush  are  registered  trademarks  ol  Microsoft  Corporation  Lotus  Organizer  is  a  trademark  ot  Lotus  Development  Corp 


Registration  required  DEC  Passport  service  can  be  obtained  for  2  more  years  by  making  one  payment  of  $49  00 


Give  yourself  the 
Total  Quality  edge. 

"The  Five  Pillars  of  TQM  is  meant  to  change  your  life." 

— Tom  Peters 


Confounded  by  the 
rampant  rhetoric  on 
what's  wrong  with  your 
management  approach, 
and  how  to  fix  it?  Want 
to  improve  yoursell  and 
your  organization  in 
every  way,  in  a  proven 
way? 

Hear  now  from  a 
proven  practitioner,  not 
an  ivory-tower  theorist. 
Four-star  General  Bill 
Creech  has  created  sweeping 
turnaround  successes  in  orga- 
nizations large  and  small,  public 
and  private.  Also,  as  a  corporate 
advisor  he  has  traveled  globally 
to  study  management  styles, 
including  the  Japanese  way,  and 


he  understands  why 
this  nation's  Quality 
Movement  is  producing 
little  real  change. 

Vice  President  Al 
Gore,  in  releasing  his 
acclaimed  NPR  report 
calling  for  management 
reinvention,  cited  one 
name,  Bill  Creech,  in 
illustrating  that  it  can  be 
done,  if  you  go  about  it 
right. 

In  The  Five  Pillars  of  TQM,  Creech 
shares  his  accumulated  management 
wisdom  with  you  —  with  ample 
evidence  and  many  cogent  examples 
—  in  a  lively,  results-oriented  man- 
agement bible  for  the  fast-paced  '90s 
and  bevond. 


Praise  from  nationally  acclaimed  experts: 

Fred  Smith,  CEO,  FEDEX:  "Bill  Creech's  results  speak 
for  themselves.  Here's  a  wealth  of  information  for 
improvement  in  the  real  world." 

Merrill  McPeak,  Chief  of  Staff,  US  Air  Force:  "The  over- 
arching factor  in  our  great  success  in  the  Gulf  War 
was  Bill  Creech's  TQM  concepts." 

Rosabeth  Moss  Kanter,  Harvard:  "The  most  sensible  book 

yet  on  TQM,  combining 
inspirational  philosophy  and 
practical  guidance." 

Philip  B.  Crosby:  "Well  researched, 
well  written,  it's  for  those 
who  are  actually  going  to  do 
something  about  quality." 

Tom  Peters:  "Brimming 
with  practical  advice  for 
Supervisor  or  CEO." 

Peter  Drucker:  "It  is  must  reading." 


With  book 
introductions  by 
Peter  Drucker 
and  Tom  Peters. 


rm 

Truman  Talley  Books 

DUTTON  Penguin  LISA 


orts  Busines 


cramming  the  ballparks  with  advertisin 
"They're  playing  the  same  game 
spring  training  that  they  have  done  wf  1 
Major  League  cities,  playing  one  off  tl 
other,"  says  Andrew  Zimbalist,  author 
Baseball  &  Billions. 

It's  hardball  with  lots  of  curves 
towns  in  Arizona  and  Florida  vie 
draw  new  teams  or  keep  the  ones  th< 
now  host.  The  lure  takes  the  shape 
spanking  new  and  bigger  stadiums,  wil  I 
luxury  boxes,  multiple  practice  field 
and  business  offices.  Sweetheart  leas< 
that  let  teams  keep  the  lion's  share 
ticket,  parking,  and  concession  revenu^1 
are  another  frequent  bargaining  chip 

The  wave  started  in  the  mid-1980 
as  Florida  counties,  armed  with  a  ne  I 
tourist  tax,  initiated  a  game  of  "music  to 
teams."  The  music  hasn't,  stopped  yet.  fat 

The  Houston  Astros  moved  to  Kissir  ; 


EARLY-BIRD 
BASEBALL  FAM 

3.0  FAN 
ATTENDANCE 

2.5  MILLIONS 


■ 


mee  in  1985  from 
Cocoa.  A  new  sta- 
dium in  Port  Char- 
lotte helped  lure 
the  Texas  Rang- 
ers from  Pompa- 
no  Beach  in  1987. 
A  developer  in 
Port  Saint  Lu- 
cie donated  land 
and  built  a  sta- 
dium to  the  ex- 
act specifications  of 
the     New  York 
Mets,  who  moved 
there  from  St.  Pe- 
tersburg in  1988.  The  Cleveland  Indiaiii 
switched  spring  training  from  Arizona  1 n 
Florida,  landing  in  Winter  Haven  in  19J  Id 
after  Hurricane  Andrew  devastated  th»> 
city  of  Homestead. 
class  act.  Arizona  hasn't  been  sittinr 
on  its  mitt.  In  1990,  the  county  goven  f 
ment  that  has  jurisdiction  over  Peori;  oi 
Ariz.,  slapped  a  $2.50  surcharge  on  cj 
rentals  to  help  finance  sports  stadium 
This  season,  Peoria  is  making  its  debi 
as  second  home  to  both  the  Seattle  Ma 
iners  and  the  San  Diego  Padres.  Built  fc  js, 
$32  million,  Peoria's  145-acre  facility  hi  I 
a  10,000-seat  ballpark,  10  outdoor  ba1 
ting  cages,  and   12  pitcher's  mound: 
Each  team  gets  a  31,000  square-foot  clul 
house. 

The  anomaly  in  the  spring  shuffle 
the  Los  Angeles  Dodgers.  The  teai 
owns  Dodgertown,  a  450-acre  complex  i  \ 
Vero  Beach,  where  it  has  held  sprin  t 
training  since  1948.  "There  is  no  cost  tfde 
the  community,  and  we  pay  $300,000 
year  in  property  taxes  to  the  city,"  saylli 
Craig  Cullen,  Dodgertown's  managin  i 
director.  From  Opening  Day  to  the  wee 
pitchers  and  catchers  report  to  cam{ 
Dodgertown  does  duty  as  a  conferenc 
center  and  an  adult  baseball-fantas 


SPORTS  BUSIN 


1  JUUIWMWIIIJH  111., J  HHIJ 

HOW  TO  MAKE 
TOTAL  QUALITY  MANAGEMENT 
WORKFORYOU 

BILLCREECH 


The  little  collectible  that's  a 
big  business  gift 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


'I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


Excess  inventory  today... student  opportunity  tomorrow 
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inance 


INVESTIGATIONS  I 


A  RUNUP  RAISES 
SOME  EYEBROWS 


Behind  Hariston's  sizzling  stock  are  mutually  profitable  ties  with  a  hard-sell  brokerage 


The  people  behind  Hariston  Corp. 
are  delighted  to  tell  you  the  com- 
pany is  a  winner.  They  contend 
that  through  an  ambitious  and  risky 
project  in  Butte,  Mont.,  to  clean  up  mine 
water  while  at  the  same  time  producing 
valuable  metals,  this  little-known  NASDAQ 
company  will  revolutionize  environmen- 
tal cleanups.  Hariston  has  "the  only  tech- 
nologv  i  hat  can  do  I  hat  effect  iv<  'h ."  says 
Hariston  director  and  investor  Stephen 
J.  Roth.  "It's  the  answer  to  everyone's 
problems."  Hariston's  stock  is  sizzling, 
having  tripled  to  $10.75  since  late  1992. 

But  the  rise  of  Burlington  (Ont.)-based 
Hariston  is  far  ahead  of  experts'  pro- 
jections for  the  company's  metal-extrac- 
tion technology.  Hariston  press  releases 
describe  upcoming  deals  and  a  pending 
revenue  explosion— they  predict  the 
Butte  project  will  generate  $60  million  in 
revenues  this  year  and  $145  million  next 
year— but  mining-industry  experts  warn 
that  the  bold  assertions  may  be  overly 
optimistic.  The  company,  which  had  rev- 
enues of  just  over  $5  million  in  the  first 
nine  months  of  1993  and  operating  in- 
come of  $165,000,  is  banking  on  netting 
hefty  prices  for  the  specialty  chemicals  it 
will  produce  with  the  metals  it  extracts. 
But  the  extraction  work  itself  is  often 
prohibitively  expensive.  "It  sounds  suspi- 
cious to  me,"  says  Stephen  D.  Hill,  a 
research  director  with  the  U.  S.  Bureau 
of  Mines. 

PRESS  RELEASES.  So  why  has  the  stock 
risen  so  fast?  A  Beverly  Hills  brokerage 
firm  by  the  name  of  Reynolds  Kendrick 
Stratton  Inc.  has  certainly  helped.  And 
according  to  an  investigation  by  BUSI- 
NESS WEEK,  the  firm's  actions  raise  trou- 
bling questions  about  potential  conflicts 
of  interest  for  some  of  the  directors  of 
Hariston  and  RKS,  a  market  maker  in 
Hariston  stock.  RKS  has  its  brokers  ag- 
gressively hawking  shares  in  Hariston, 
according  to  several  former  RKS  execu- 
tives. One  former  employee  says  it  is 
the  only  stock  he  recalled  the  firm's  bro- 
kers promoting.  A  broker  in  rks's  Dallas 
office  says  prospects  are  often  sent  cop- 
ies of  Hariston's  glowing  press  releases. 


The  phone  pitches  are  intense.  Ac- 
cording to  internal  RKS  documents  ob- 
tained by  BUSINESS  WEEK,  a  script  for 
use  in  pitching  Hariston  has  been  circu- 
lated among  some  RKS  brokers.  It  de- 
scribes Hariston  as  a  diversified  com- 
pany with  "the  strength  of  a  blue  chip" 
and  promises  potential  investors  that 
the  metals  extracted  in  Butte  "can  be  re- 
sold on  the  market  at  a  phenomenal 
profit."  The  pitch  asks  a  potential  in- 
vestor four  times  to  buy  an  initial  stake 
of  10,000  shares  in  Hariston.  Aggres- 
sive sales  pitches  are  not  illegal.  But 
Jonathan  Layne,  a  partner  and  a  secu- 
rities law  specialist  at  Gibson,  Dunn  & 
Crutcher,  says  it  is  "cleaner"  if  interrela- 
tionships between  a  brokerage  firm  and 


a  company  it  is  promoting  are  fully  di 
closed  to  investors.  While  RKS  says 
would  notify  investors  of  the  dual  ro  l 
before  they  made  final  purchase  dec 
sions,  brokers  were  not  required  It 
make  disclosures  in  initial  pitches  an  jj 
the  script  that  circulated  among  R* ! 
brokers  contained  no  such  disclosures  i 

William  R.  Stratton,  president 
RKS'S  parent  company,  RKS  Financier; 
Group  Inc.,  declined  repeated  writtt  i 
requests  for  an  interview,  but  the  firm ; 
general  counsel,  Mark  M.  Rossow,  plai  i 
down  RKS's  involvement  with  Haristo: : 
He  says  the  firm's  brokers  are  strict 
ordered  not  to  use  scripts.  Rossow  al; 
says  Hariston  is  just  one  of  many  stocl 
that  RKS  brokers  like  and  that  RKS 


FLYING  HIGH 

Hariston's  stock  price  has  soared  as 
company  press  releases  have  hit  the  Street 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC,  BUSINESS  WEEK 


$7.13  Hariston  d 

JUNE  4,  '93  joint  ventun 
Czech  engineering  comp 
to  use  its  metal-extraction 
nology  in  Eastern  Europe 
partnership  has  yet  to  clo 
any  deals.  Hariston  says  i 
be  closing  one  by  the  enc 
March. 
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|ng  in  Hariston  stock  has  been,  on 
age,  less  than  10%  of  the  total  in  the 
six  months. 

Igardless  of  the  total  trading, 
gh,  RKS's  enthusiasm  for  Hariston 
mes  even  more  troubling  when  the 
of  interrelationships  between  Haris- 
nvestors  and  rks  directors  and  con- 
,nts  is  uncovered.  Several  major  in- 
)rs  in  Hariston,  including  Walter  E. 
jr,  a  former  20th  Century  Fox  exec- 
)•  and  Irving  Kott,  a  Canadian  inves- 
A\o  has  previously  admitted  to  stock 
1  in  an  unrelated  matter,  have 
ed  as  directors  of  RKS— Senior  is 
man— or  as  consultants  and  advisers 
e  firm.  And  Hariston  investors  ben- 
handsomely  when  RKS  drums  up 
rs  for  Hariston  stock, 
n  money.  The  ties  between  Hariston 
RKS  became  close  last  spring.  It  was 
that  Hariston  investor  Roth,  about 
in  Hariston's  board,  helped  arrange 

new  group  of  investors  to  inject  $2 
on  into  RKS,  which  he  knew  as  a 
:et  maker  in  the  stock.  He  received 
ants  to  buy  500,000  RKS  shares  at 
i  a  share  after  the  newcomers  came 
ioard.  He  still  holds  those,  along 

roughly  35,000  Hariston  shares, 
year,  he  sold  some  Hariston  shares 
says  he  "did  make  money"  on  the  in- 
nent.  Today,  in  addition  to  Roth's 
ties,  RKS  Director  Senior  estimates 
till  holds  about  40,000  Hariston 


'93 


Hariston  de- 
scribes plans 
>wned  Polish  ware- 
s' supermarket  chain, 
aes  to  raise  $  1 0  mil- 
)ing  public  on  the 
Stock  Exchange.  The 
which  was  expected 
l  November,  has  yet 
ace.  Hariston  refuses 
asons  for  the  delay 
he  offering  is 
n9- 


$10.25 

SEPT.  23,  '93  announces 
start  of  commercial  production 
of  extracted  metals  at  Butte  site 
predicts  project  will  generate 
$60  million  in  revenues  in 

994,  and  says  it  expects  to 
close  major  production  con- 
tract in  60  days.  Company 
now  says  contract  has  closed 
but  declines  to  specify  dollar 
~~4  amount  or  name  customer. 


A  brokers' script 
says  Hariston  has  "the 
strength  of  a  blue  chip"  and 
profits  may  be  "phenomenal" 


shares  and  options  on  shares  while  RKS 
Director  Christopher  J.  Sues  owns 
20,000  shares. 

Kott  is  a  key  player  behind  the 
scenes  at  both  companies,  and  he  has 
tangled  with  regulators  for  years.  The 
tall,  smooth-talking  financier,  an  investor, 
adviser,  and  capital  raiser  for  Hariston 
and  a  onetime  adviser  to  RKS,  paid  a 
fine  as  early  as  1961  for  selling  securities 
without  a  license,  according  to  the  Onta- 
rio Securities  Commission.  In  1976,  the 
records  show,  he  pled  guilty  to  stock 
fraud  in  relation  to  a  stock  called  Somed 
Mines  Ltd.  and  paid  a  $500,000  fine. 
And  in  the  early  1980s,  he  raised  money 
for  a  Dutch  metal-extraction  company, 
DeVoe  Holbein  International,  while  act- 
ing as  a  consultant  for  a  brokerage  firm 
called  First  Commerce  Securities,  locat- 
ed in  Amsterdam.  First  Commerce  was 
raided  in  1986  by  Dutch  authorities  in- 
vestigating its  sales  practices,  and  ac- 
cording to  Dutch  authorities,  Kott,  as 
a  consultant,  was  also  investigated.  De- 
Voe Holbein,  which  had 
been  aggressively  pro- 
moted by  First  Com- 
merce brokers,  subse- 
quently folded.  The  First 
Commerce  investigation 
was  dropped  after  a 
group  including  Kott  vol- 
untarily paid  $3.5  million 
into  its  bankruptcy  ac- 
count. 

Kott's  association  with 
Hariston  has  caused 
some  problems  for  the 
company  in  the  past. 
During  1992,  Hariston 
wrote  off  over  $1  million 
in  loans  to  businesses 
wholly  or  partly  owned 
by  Kott's  sons  Michael 
and  Ian.  In  a  written  re- 
sponse to  questions,  Mi- 
chael Kott  says  he  was 
a  passive  shareholder  in 
the  companies.  Ian  Kott 
could  not  be  reached  for 
comment. 

Hariston  Director 
Roth  estimates  Irving 
Kott  is  responsible  for 
between  one  third  and 
one  half  of  the  $10  mil- 
lion in  new  capital  Haris- 
ton has  raised  in  the 
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past  year  through  a  series  of  private 
placements.  Kott  says  he  does  not  have 
an  ongoing  role  at  Hariston,  but  Roth 
says  he  expects  the  Canadian  financier 
will  continue  to  play  a  role  in  raising 
capital  for  Hariston.  As  for  his  personal 
holdings  in  Hariston,  Kott  will  say  only 
that  he  owns  less  than  5%  of  the  com- 
pany's stock. 

Kott  even  played  matchmaker  of  sorts 
between  Hariston  and  Metanetix,  the 
unit  involved  in  the  metal-extraction 
work  in  Butte.  He  met  the  man  who  is 
now  leading  the  technical  work  at  Meta- 
netix, Irving  W.  DeVoe,  in  1982,  when 
the  scientist  was  forming  DeVoe  Holbe- 
in International.  Despite  the  eventual 
collapse  of  DeVoe  Holbein,  Kott  says  he 
endorsed  DeVoe  when  Hariston  officials 
asked  him  what  he  thought  of  their  po- 
tential investment  in  DeVoe's  technology. 

Kott's  role  at  RKS  has  been  similarly 
complex.  He  says  he  advised  Roth  about 
the  investment  in  RKS  and  acted  as  a 
consultant  for  the  firm  last  summer  in  a 
restructuring.  In  addition,  Kott  says  he 
provided  advice  on  market  conditions 
after  RKS  was  slapped  with  lawsuits  by 
short  sellers  involved  in  the  stock  of 
Future  Communications  Inc.  Those  suits 
were  recently  settled.  Rossow  says  that 
Kott's  relationship  with  RKS  ended  in 
December  and  that  he  no  longer  has 
anything  to  do  with  the  firm. 
FEW  SALES.  RKS  Chairman  Senior  has 
other  ties  to  Hariston.  The  former  movie- 
industry  executive  and  Hariston  chair- 
man owned  125,000  Hariston  shares,  in- 
cluding some  unexercised  options,  as  of 
last  spring,  when  he  was  preparing  to 
join  RKS's  board.  He  says  he  sold  rough- 
ly 80,000  of  those  shares  at  a  significant 
profit  to  fund  his  investment  in  RKS. 
When  he  joined  the  board  of  RKS  last 
spring,  he  invested  $600,000  in  the  firm. 
He  remained  on  Hariston's  board  until 
December.  Senior  says  he  did  not  see  a 
conflict  of  interest  in  being  on  both 
boards,  but  resigned  from  the  Hariston 
board  after  reading  criticism  in  the  San 
Francisco  Chronicle  of  his  dual  role. 

Another  RKS  Director,  Sues,  also  a 
Hariston  board  member,  joined  RKS's 
board  last  May  after  investing  $85,000  in 
the  company.  He  resigned  from  Haris- 
ton's board  in  July.  Sues  said  he  left  to 
"avoid  the  appearance  of  a  conflict  of 
interest."  But  when  he  left,  he  had  al- 
ready sold  10,000  shares  of  Hariston 
stock  for  a  profit  of  nearly  $50,000. 

It's  quite  possible  that  Hariston's  op- 
eration will  ultimately  prove  profitable. 
Hariston  is  banking  on  a  new  process- 
about  which  it  divulges  little— to  extract 
metals  such  as  zinc,  iron,  and  manga- 
nese from  mine  water  at  a  site  in  Butte. 
DeVoe  says  Metanetix  will  use  those 
metal  compounds  to  produce  high-priced 
specialty  chemicals  for  sale  to  agricultu- 
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ral,  paint,  and  water-purification  com- 
panies. 

While  it  is  clear  the  company  has 
pumped  considerable  resources  into  the 
Butte  project,  sales  to  date  have  been 
minimal.  And  although  company  officials 
say  they  are  still  on  track  to  meet  reve- 
nue projections  and  have  already 
shipped  metals,  they  decline  to  provide 
any  supporting  details. 

Industry  experts— who  admittedly  do 
not  know  the  specifics  of  the  Metanetix 
technology— question  the  profitability  of 


extracting  metals  from  mine  water.  Ter- 
ry McNulty,  a  consultant  working  with 
Atlantic  Richfield  Co.,  which  is  poten- 
tially responsible  for  some  of  the  Super- 
fund  cleanup  at  the -Butte  site,  estimates 
that  even  if  Hariston  were  pumping  at 
its  1995  target  rate,  it  could  only  pro- 
duce chemicals  worth  $20  million  a  year 
based  on  what  he  knows  of  the  metal 
content  of  the  pit  from  which  the  opera- 
tion will  draw  water.  While  Hariston 
says  such  estimates  ignore  the  high  pric- 
es it  will  garner  on  some  products. 


McNulty  warns  it  will  be  tough  to  com 
near  the  $145  million  in  revenues  Hari: 
ton  projects  for  the  project  that  year. 

Kott  remains  optimistic,  howeveij 
"The  biggest  story  in  the  world  today 
the  environment,"  Kott  says.  And  DeVc 
"will  revolutionize  the  industry."  Whate^, 
er  the  merits  of  DeVoe's  technolog; 
though,  the  ties  between  Hariston  anju 
RKs  should  give  investors  pause. 

By  Amy  Barrett  in  Butte,  Mont.,  will, 
Patrick  Outer  in  Brussels  and  Cynthi; 
Durcanin  in  Prague 


BANKS I 


FLEET'S  CAN-DO  SPIRIT: 
WE  CAN  DO  WITHOUT 


From  coffee  cups  to  loan  officers,  workers  help  wield  a  sharp  blade 


fV 


CEO  MURRAY:  "WE'RE  LIKE  A  PRIZE  FIGHTER  GETTING  IN  SHAPE 


Starting  this  month,  it's  B.Y.  0.  M. 
at  Fleet  Financial  Inc.  Translation: 
Bring  Your  Own  Mug.  The  bank's 
pencil  pushers  have  determined  that  sty- 
rofoam  cups,  at  1.2<J  apiece,  for  a  total  of 
$48,000  per  year,  are  an  unnecessary 
expense. 

Other  companies  have  banished  free 
coffee  cups  to  save  money,  but  few 
healthy  corporations  have  ever  tackled  a 
cost-cutting  drill  with  as  much  fervor 
as  Fleet.  For  the  past  seven  months, 
the  $48  billion  Providence  bank  has  un- 
dergone an  intensive  expense  review 
under  the  guidance  of  former  McKinsey 
&  Co.  consultant  Chandrika  Tandon.  The 
cost-cutting  zealot  enlisted  the  help  of 


6,000  Fleet  employees 
who  came  up  with 
28,000  money-saving 
ideas.  The  results:  By 
next  March,  the  work 
force  will  have  shrunk 
by  20%,  or  5,500  em- 
ployees, including  3,000 
who  will  be  laid  off; 
annual  costs  will  fall 
by  $300  million;  and 
revenues  will  grow  by 
$50  million. 

Such  bloodletting  is 
usually  reserved  for 
companies  in  financial 
trouble.  But  that's 
hardly  the  case  at 
Fleet.  Profits  soared 
74%,  to  $488  million, 
last  year— a  healthy 
16%  return  on  common 
equity.  Even  so,  Fleet 
Chairman  and  Chief 
Executive  Terrence 
Murray  says  the  cuts  are  essential. 
Fleet's  noninterest  expenses  were  $2.4 
billion  in  1993,  67%  of  revenues.  Murray 
wants  that  ratio  to  fall  to  less  than  60%. 
He  argues  that  the  issue  is  survival: 
Fleet  must  become  strong  enough  to  ac- 
quire another  major  bank  or  risk  becom- 
ing a  takeover  target  itself.  "We're  like  a 
prize  fighter  getting  in  shape  for  a  bat- 
tle," he  says. 

Few  bankers  would  argue  with  Mur- 
ray's logic.  Indeed,  Fleet's  reforms  may 
prove  to  be  a  model  for  the  industry. 
U.  S.  banks  are  in  a  panic  about  costs. 
The  industry  has  become  so  competi- 
tive that  there  is  little  prospect  for  sig- 
nificant growth  from  the  core  businesses 


of  taking  in  deposits  and  making  loam 

Tandon  has  turned  expense  contn 
into  an  art  form.  The  40-year-old  nativ  | 
of  Madras  made  her  first  cuts  when  sr 
was  in  her  early  20s:  As  a  youj  j 
Citibank  executive  in  India,  she  had  t  j 
persuade  men  in  their  50s  to  take  ear 
retirement.  Tandon  later  moved  to  Mi 
Kinsey's  New  York  office  and  develope  j 
a  thriving  banking  practice.  She  left 
1990,  with  seven  colleagues,  to  foun 
Tandon  Capital  Associates  Inc. 

Tandon  had  two  major  assignment 
before  Fleet:  Midlantic  Corp.  in  Ediso:  \ 
N.  J.,  and  Riggs  National  Bank  in  Was!  | 
ington.  Both  banks  were  seriously  bu)( 
dened  by  bad  loans,  and  both  achieve  | 
big  cost  savings  after  Tandon's  surger  „ 
Midlantic  reduced  its  noninterest  e:  \ 
penses  by  a  third,  and  Riggs's  were  ci  ] 
by  a  fifth.  Says  Midlantic  Chairman  Ga  „ 
ry  Scheuring,  a  Tandon  fan;  "W. 
wouldn't  be  in  the  same  position  now  f 
we  hadn't  hired  her." 
EMBARRASSMENTS.  The  reforms  haver  j 
come  cheap.  Fleet  took  a  $125  millic, 
charge  for  the  cost-cutting  effort  la^ 
fall,  and  it  will  take  an  additional  $5  i 
million  in  the  first  quarter.  Neither  Fie  s 
nor  Tandon  will  disclose  the  fees  paid  j 
Tandon  Associates. 

Still,  Murray  is  enthusiastic  abobv 
Tandon's  ability  to  ferret  out  even  tl  | 
most  mundane  instance  of  excess.  Saj  , 
Murray:  "We've  been  doing  things  th|., 
are  so  embarrassing,  ycu  just  shal . 
your  head  and  say,  'I  can't  believe  it.  ^ 
The  embarrassments,  according  to  Mu  \„ 
ray,  include  28  monthly  reports  prepan  , 
by  each  of  Fleet's  800  branch  offices,  j 
which  only  six  were  read  by  anyon, 
and  $6  million  in  companywide  annu  , 
Federal  Express  expenses. 

Tandon  has  spent  most  of  the  pa  '., 
seven  months  holed  up  in  a  large  offi< , 
next  to  Murray's,  guiding  200  Fleet  er 
ployees  in  what  has  been  dubbed  Fie'  ( 
Focus.  Some  flew  in  each  week  on 
company-owned  King  Air  turboprc 
from  offices  in  Maine  and  upstate  Ne  a 
York,  and  they  had  their  own  "w; 
room"— rented  office  space  across  tl  f| 
street  from  Fleet  headquarters. 
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ost  employees  would  rebel  at  the 
ght  of  instigating  changes  that  could 
them  their  own  jobs.  But  Fleet  Fo- 
employees,  coming  from  all  levels 
le  bank,  were  assigned  to  examine 
s  they  knew  nothing  about  in  or- 
to  avoid  conflicts  of  interest.  Each 
assigned  to  one  or  more  of  50 
•king  teams"  that  studied  specific- 
ations. Focus  workers  held  hundreds 
nail  group  meetings  with  other  Fleet 
loyees  to  solicit  money-saving  sug- 
ions.  The  result:  19  fat  white  binders 
1  with  cost-cutting  ideas  that  team 
ibers  assessed  for  efficacy  and  risk- 
3  sit  on  the  office 
s  of  Murray  and 
ive  lieutenants, 
ne  idea  sheet 
Is  out  how  the 


pany  could  save 
1,000  a  year  by 
ing  rid  of  compa- 
upplied  coffee. 

risk  factor  as- 
ed  is  a  "2"— or 
ium  risk— because 
>uld  hurt  morale, 
steering  commit- 
;  verdict:  Even 
gh  the  cups  are 
g.  the  coffee 
s.  Another  sheet 
jests  that  the 
c  could  save 
,000  by  changing 
i  name-brand 
■-printer  toner  to 
3cycled  product, 
risk  rating  was  a 
•low  risk— and  the 
r  will  be  changed, 
ne  executive  perk 
be  eliminated  as 
suit  of  Fleet  Fo- 

The  use  of  com- 
■  cars  for  some  of- 
s  was  restricted, 
t  of  the  cost  cuts 

affect  the  rank- 
file.  And  not  all 
?oing  over  easily, 
c  slips.  The  fact  that  Fleet  is 
thy  has  made  the  reforms  tough  to 
to  some  employees.  "The  reason 
isn't  easy  is  because  it  cuts  into  the 
:-le  of  the  bank,"  affecting  high-qual- 
;mployees,  says  Brian  Moynihan,  a 
pany  lawyer  who  has  helped  decide 
what  and  where  to  cut.  Adds 
Tias  E.  Freeman,  a  lending  officer 

will  be  laying  off  dozens  of  em- 
ees:  "No  one  feels  good  about  no 
;  terminations." 

5t  many  employees  involved  in  Fleet 
is  are  convinced  that  it  is  worth- 
e.  "The  cuts  are  across  all  levels  of 
company,  so  that  proves  this  is  not  a 
het  job,"  says  Thomas  Tomai,  a  se- 


nior vice-president  and  team  leader.  "A 
lot  of  people  did  rinky-dink  things  we 
didn't  need."  One  example:  Four  em- 
ployees had  full-time  jobs  collating  cred- 
it-card reports  to  be  Federal  Expressed 
daily  to  managers  who  had  the  reports 
on  their  computers. 

There  are  dozens  of  other  changes. 
One  Fleet  courier  will  make  an  extra 
stop  every  day,  saving  $30,000  in  annual 
delivery  costs.  One  warehouse  employee 
proposed  eliminating  the  sheets  of  paper 
that  are  attached  to  boxes  to  identify 
their  contents,  arguing  that  it  would  be 
cheaper  to  write  the  contents  right  on 


ways  to  save  millions  of  dollars  in  costs." 

Commercial  lending  is  getting  an 
overhaul,  too.  Chief  Financial  Officer 
Eugene  M.  McQuade  says  the  bank  will 
save  $90  million  by  slicing  away  two 
out  of  five  management  layers  in  his  di- 
vision and  simplifying  the  loan  process. 
Some  loan  officers  will  be  demoted  to  a 
new  "associate  lender"  position,  more  ac- 
count responsibility  will  be  given  to 
higher-ups,  and  all  lending  will  be  cen- 
tralized into  three  lending  "hubs." 
thumbs  UP.  In  addition,  a  number  of 
checks  and  balances  that  were  put  in 
place  during  the  1990s  credit  crisis  will 


HOW  FLEET  WILL 
CUT  THE  FAT 


RETAIL  BANKING 


The  number  of  full-time  tellers 
will  be  cut  back,  and  part- 
time  tellers  will  be  added  for 
peak  traffic  periods.  Services 
at  little-used  branches  will  be 
shrunk  via  a  "hub-and-spoke" 
branch  system.  Customer  calls 
to  branches  will  be  rerouted  to 
central  operators. 


COMMERCIAL  LENDING 


Two  layers  of  management 
will  be  eliminated,  and  paper- 
work involved  in  loan  process- 
ing will  be  sharply  reduced. 
Layers  of  review  added  during 
the  credit  crunch  of  the  early 
1  990s  will  be  streamlined. 


BACK  OFFICE 


Cumbersome  microfiche- 
based  record-keeping  system 
will  be  scrapped.  Seven  differ- 
ent accounting  systems  will  be 
merged  into  one,  and  overnight 
mail  will  be  reduced. 

DATA:  FLEET  FINANCIAL  GROUP  INC., 
BUSINESSWEEK 


TANDON:  "BANKERS. ..DON'T  UNDERSTAND  HOW  DEEPLY  MIRED  THEY  ARE 


the  box.  Savings?  $120,000  a  year.  In 
all,  Fleet  will  be  implementing  2,800 
ideas,  most  of  which  were  rated  low- 
risk,  and  many  of  which  will  save  from 
$7,000  to  $15,000  each. 

There  are  some  big-ticket  items  as 
well.  A  key  area  is  retail  banking,  where 
the  bank  will  save  $111  million.  A  large 
part  of  the  savings  comes  from  changing 
the  daily  routine  of  bank  tellers  (table). 
In  addition,  account  balances  will  auto- 
matically be  printed  on  receipts,  saving 
$68.3,000  in  teller  time.  "These  were  all 
very  traditional  ways  of  banking  in- 
grained in  the  culture,"  says  Michael  R. 
Zuchinni,  Fleet's  retail  bank  chief.  "But  if 
you  examine  them  closely,  you  can  find 


be  heavily  trimmed— among  them,  dual 
credit  officers  and  outside  real  estate 
appraisers.  Fleet  says  that  while  the 
reduction  in  credit  screens  sounds 
risky,  its  auditors  have  given  it  a 
thumbs  up. 

Fleet  is  Tandon's  biggest  test  so  far. 
She  hopes  it  will  become  a  case  study 
for  other  banks.  "Any  bank  can  do  the 
same  thing,"  she  says.  "Bankers  tend  to 
fundamentally  think  they  are  efficient, 
but  they  don't  understand  how  deeply 
mired  they  are  in  inefficiency."  A  warn- 
ing for  employees  at  the  next  bank  Tan- 
don  decides  to  tackle:  Get  your  resume 
ready,  and  B.Y.  O.  M. 

By  Geoffrey  Smith  in  Providence,  R.  I. 
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PENSIONS  I 


THE  POLITICALLY  CORRECT 
PENSION  FUND 


Clinton's  people  are  pushing  the  idea,  but  investors  are  dubious 


■  n  1989,  when  Xcylur  R.  Stoakley  was 
I  running  a  $650  million  venture  port- 
H  folio  for  Ameritech  Corp.,  he  decided 
to  throw  a  few  bucks  into  businesses 
generally  .shunned  by  mainstream  insti- 
tutional investors.  He  found  a  Silver 
Spring  (Md.)  venture  fund  called  Syn- 
com  that  specialized  in  financing  minor- 
ity-owned communications  companies 
and  invested  $3  million.  Two  years  later, 
when  Stoakley  left  Ameritech  to 
start  a  private  equity-fund  man- 
agement company  that  puts  money 
in  concerns  owned  by  minorities 
or  women,  Syncom  was  just  an  av- 
erage performer.  But  Stoakley 
hasn't  given  up  on  what  has  come 
to  be  known  as  economically  tar- 
geted investing  (eti).  "These  busi- 
nesses create  jobs,"  says  Stoakley. 

The  Clinton  Administration 
would  love  more  investors  like 
Stoakley.  Having  already  begun  to 
push  banks  to  hike  lending  in  the 
inner  city,  it's  now  making  a  major 
push  to  steer  more  of  the  $2.1  tril- 
lion in  private  pension  funds  into 
inner  cities,  minority-owned  busi- 
nesses, road  and  bridge  projects, 
and  companies  that  train  their 
workers.  "This  is  the  beginning  of 
a  turning  point,"  says  Assistant  La- 
bor Secretary  Olena  Berg,  the  na- 
tion's top  pension  regulator. 
legal  pitfalls.  But  private-pension 
managers  are  a  long  way  from  embrac- 
ing ETI.  They  shrink  from  investments 
aimed  at  anything  other  than  making 
the  best  return.  They  worry  that  they 
would  run  afoul  of  the  Employee  Re- 
tirement Income  Security  Act  (ERISA), 
which  requires  "prudent"  investment  of 
pension  funds.  ETls,  they  say,  could  open 
the  door  to  both  government  enforce- 
ment actions  and  pensioner  lawsuits. 
And  they  fear  that  ETI  may  politicize 
investments  as  local  officials  lean  on 
fund  managers  to  prop  up  ailing  busi- 
nesses. "If  they're  such  great  invest- 
ments, why  aren't  ETls  happening  natu- 
rally?" asks  one  financial  executive.  Even 
some  of  the  people  who  would  presum- 
ably benefit  from  the  White  House  ini- 
tiative reject  it.  "We  don't  want  any- 
thing to  do  with  government  programs," 
says  Herbert  R  Wilkins,  general  man- 
aging partner  of  the  Syncom  funds.  "All 
we're  interested  in  is  targeting  profits." 


But  Berg  isn't  deterred.  "We  have  to 
invest  the  dollars  now  held  by  pension 
funds  in  ways  that  create  more  jobs  and 
better  jobs  over  the  long  term,"  Berg 
told  big  investors  in  February.  As  for 
ERISA,  she  says  it's  no  problem  if  the  re- 
turn is  commensurate  with  the  risk.  She 
plans  to  publicize  Labor  Dept.  rulings 
that  support  ETI  and  to  set  up  a  data 
base  tracking  targeted  investments. 


mer  Deputy  State  Treasurer  Berg  sm 
for  two  years,  has  been  one  of  the  moa 
aggressive  ETI  investors.  In  1992,  Ca 
pers  put  $375  million  into  single-famil 
affordable  housing  and  nonentry-lev< 
housing  throughout  California.  CalPER: 
annual  rate  of  return,  which  is  derive 
largely  from  construction  financing,  i 
projected  to  average  somewhere  b< 
tween  15%  and  25%.  Berg  also  argue 
that  such  programs  create  jobs  and  a| 
fordable  housing  while  enriching  th 
state's  tax  base. 

KANSAS  DISASTER.  Union  pension  fun 
investors  like  ETI.  Since  the  early  1980; 
more  than  90  funds  have  bought  int 
the  Multi-Employer  Property  Trust, 
real  estate  equity  fund  that  targets  a: 
eas  where  participating  pension  func 
are  located.  Its  one  stipulation:  The  ne 
construction  projects  must  be  unioi 


LABOR'S  BERG  ARGUES  THAT  STEERING  INVESTMENTS  TO  MINORITIES  CREATES  JOBS 


One  of  the  few  private  pension  funds 
that  have  made  these  kinds  of  invest- 
ments for  years  says  they're  not  incom- 
patible with  earning  good  returns.  TIAA- 
CREF,  the  nation's  largest  private 
pension  fund  with  assets  of  $130  billion, 
has  set  aside  equity  capital  to  invest  in 
affordable  housing  for  low-  and  middle- 
income  city  residents. 

While  corporate-pension  managers 
have  stuck  mainly  to  traditional  invest- 
ments, union-run  and  public  employee 
funds  have  been  more  adventurous.  The 
California  Public  Employees  Retirement 
System  (CalPERS),  on  whose  board  for- 


Politics  will  now  decide 
which  ailing  businesses  to 
prop  up,  critics  fear 


• 


built,  mept  has  had  an  average  annu 
return  of  7.11%  over  10  years,  compare^ 
with  an  average  annualized  return 
3.55%  for  similar  funds,  as  measured  t  e 
the  Frank  Russell  Investment  Manag  | 
ment  Co. 

Kansas,  however,  offers  a  sad  tale 
social  investing.  To  spur  the  state  eco  g 
omy  in  the  late  1980s,  the  $5.4  billk 
Kansas  Public  Employees  Retiremeirr 
System  invested  $7.8  million  in  a  tro  ffi 
bled  Wichita  steel  mill  that  closed  ju  ^ 
two  years  later;  state  auditors  thir 
most  of  the  money  is  lost.  KPERS  also  i  j. 
vested  $65  million  in  the  Home  Savinj  „( 
Assn.  of  Kansas  City,  Mo.,  then  tl 
state's  largest  thrift,  which  was  shi 
down  by  federal  regulators  in  1991. 

The  White  House  has  a  long  way 
go  to  convince  investors  of  the  merits 
ETI.  "It's  a  radical  notion,"  Berg  co 
cedes.  That  may  just  be  the  problem. 

By  Christina  Del  Voile  in  Washingk 
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MERICAN 

DPERCONDUCTOR'S 
FIRES  ARE  HOT 


inutes  after  the  Dow  Jones 
IM  v\  ire  reported  at  2  p.m.  on 
WMMar.  8  that  financier  George 
•os  had  taken  a  5.3%  stake  in  Amer- 
n  Superconductor,  the  stock  jumped 
lost  2  points,  to  32  a  share.  Not 
ny  investors  have  heard  of  American 
perconductor,  a  development-stage 
npany  formed  in  1987  to  develop 
nmercial  uses  for  its  patented  high- 
iiperature  superconductor  ceramic 
■es  and  wire  products.  "It's  the  only 
y  in  superconductivity  whose  poten- 

is  difficult  to  overstate,"  says  fi- 
lcier  Ken  Langone,  managing  direc- 

at  Invemed  Associates,  a  New  York 
estment  bank.  CS  First  Boston  and 
emed  last  month  co-underwrote  a 
ondary  offering  of  1  million  AMSC 
ires  at  29%  a  share. 
'amsc  is  a  stock  to  keep  for  the  long 
m  if  one  wants  to  participate  in  the 
antic  global  demand  for  supercon- 
iting  products,"  says  Langone.  High- 
nperature  superconducting  (hts) 
es  provide  advantages  over  conven- 
lal  wires,  he  explains,  because  they 
duct  electricity  with  little  or  no  en- 
;y  loss. 

gamarket.  AMSC  is  developing  the 
tlication  of  HTS  wires  and  wire  prod- 
s  in  a  variety  of  power  systems,  in- 
ding  electric  generators,  high-field 
:tromagnetic  systems,  and  transmis- 
n  cables. 

\  big  bull  on  AMSC,  analyst  Theo- 
•e  O'Neill  at  Boston-based  invest- 
nt  bank  H.  C.  Wainwright  notes  that 
i  market  for  superconductors  and 
illary  products  could  reach  $8  billion 
$12  billion  by  the  year  2000. 
3y  then,  AMSC  "could  earn  $15  a 
ire  and  do  so  on  an  entirely  self- 
ided  basis,"  he  says.  Part  of  the 
nings  will  come  from  the  fruits  of  a 
nber  of  strategic  alliances  AMSC  has 
med  with  major  global  companies, 
h  as  Italy's  Pirelli,  Germany's  chem- 
l-and-drug  giant  Hoechst,  and  To- 
ito-based  INCO,  the  major  nickel-and- 
>per  mining  company.  AMSC  has 
[tracts  with  a  number  of  govern- 
nt  agencies  to  build  prototype  HTS 
etromagnetic  coils.  Already,  the  com- 
ly  has  sold  several  prototypes  to 
vate-sector  customers, 
loan  Lappin,  president  of  Gramercy 


AN  ENERGY  BOOST 
FOR  AMSC? 


On.  28,  '93 
▲  DOLLARS 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


MAR.  8,  '94 


Capital  Management,  which  has  accu- 
mulated a  7%  stake,  figures  the  stock 
could  hit  60  in  two  years  and  then 
double  again  two  years  thereafter.  She 
bases  her  targets  on  earnings  by  ana- 
lyst O'Neill  of  about  2<P  a  share  in  1996, 
$1.40  in  1997,  $3.60  in  1998,  and  $7.40  in 
1999. 

Rarely  do  you  find  a  company  with 
an  "important  cutting-edge  technology 
and  smart,  honorable  people  behind 
it,"  says  Lappin. 


MAKING  HEALTHY 
STRIDES  OVERSEAS 


B 


ig  rather  than  small  is  my  pre- 
ferred stock  group,"  said  money 
manager  Lou  Ehrenkrantz— until 
he  discovered  Del  Electronics.  The 
company,  which  has  nothing  to  do  with 
Dell  Computer,  makes  basic  low-cost 
and  low-tech  products  designed  for 
medical,  industrial,  and  military  uses. 
Products  include  mobile  medical-imag- 
ing systems,  transformers,  and  elec- 
tronic noise-suppression  filters. 

"What  attracted  me  to  Del  was  the 
big  market  abroad  for  its  basic  prod- 
ucts, as  well  as  the  company's  consis- 
tent record  of  rising  quarterly  earn- 
ings," says  Ehrenkrantz,  president  and 
chief  investment  officer  of  New  York 
investment  firm  Ehrenkrantz,  King  & 
Nussbaum. 

Del's  strategy,  he  notes,  is  to  sell 
cost-efficient  products  where  they  are 
badly  needed,  mainly  in  Asia,  Latin 
America,  and  the  Middle  East.  So  Del 
has  enlisted  major  international  dis- 
tributors, says  Ehrenkrantz,  to  sell 
products  such  as  neonatal  X-ray  and 
mammography  equipment  in  Argenti- 


na, China,  Hong  Kong,  Korea,  and  Sau- 
di Arabia. 

The  company  has  done  "very  intelli- 
gent acquisitions,"  says  Ehrenkrantz, 
citing  its  Dynarad  unit  purchased  in 
1992,  which  makes  mobile-imaging  sys- 
tems used  by  hospitals  and  clinics. 

Ehrenkrantz  figures  that  the  stock, 
now  trading  at  7%,  could  just  about 
double,  based  on  a  20  to  25  multiple  on 
his  earnings  estimate  of  60<P  a  share  in 
the  year  ending  July  31,  1995,  and  50<? 
in  fiscal  1994.  Del  earned  43<P  in  fiscal 
1993. 


A  SHARPER  PICTURE 
WITH  FLAT  PANELS 


Global  investor  Mikhail  Filimo- 
nov,  managing  director  at  Her- 
mes Capital  Management,  has 
his  hands  full  overseeing  70  stocks  in 
about  18  countries.  Always  in  search  of 
special  situations,  Filimonov  found  one 
close  to  home:  Alpine  Group.  No,  the 
company  isn't  a  Swiss  skiing  outfit. 
It's  a  New  York  company  whose  chief 
attraction  is  PolyVision— a  new  flat- 
panel  display  technology  that,  says  Fi- 
limonov, is  much  superior  to  liquid- 
crystal  displays  and  other  competing 
technology. 

Alpine  is  engaged  in  other  business- 
es, too,  but  PolyVision  will  be  the  big 
factor  that  will  drive  the  stock  up, 
says  Filimonov.  The  flat-panel  technol- 
ogy, which  provides  sharpness  and  con- 
trast comparable  to  the  printed  page, 
can  be  produced  on  flexible  plastic 
films— opening  the  door  to  entirely  new 
uses  that  LCDs  can't  do,  says  Filimonov. 

He's  impressed  by  the  decision  of 
Alpine  CEO  Steve  Elbaum  to  go  after 
the  "low-end  market"  for  the  technology 
first,  such  as  appliance  displays,  watch- 
es, and  the  gauges  and  meters  used  in 
airplane  cockpits  and  car  dashboards. 

Several  large  companies  have 
formed  joint  ventures  or  licensing  pacts 
with  Alpine  to  develop  PolyVision  for 
their  own  use.  McDonnell  Douglas 
wants  to  use  the  technology  in  all  its 
cockpits,  and  Ralston  Purina  intends 
to  use  it  in  battery  testers  and  other 
products.  Japan's  Kyocera  will  use  the 
panel  display  in  a  broad  range  of  mar- 
kets, and  Monsanto  wants  to  combine 
its  own  flexible  printed-display  tech- 
nology with  PolyVision. 

Filimonov  expects  that  Alpine,  now 
at  6%,  will  become  profitable  by  1995, 
earning  about  35<P  a  share.  "We  ex- 
pect to  double  our  money  in  the  stock 
in  a  year,"  he  says. 


E 
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WHO  SAYS  SCIENCE 
HAS  TO  PAY  OFF  FAST? 


Japan  is  pursuing  long-term  projects — just  as  the  West  backs  off 


■  n  the  hills  of  Hyogo  Pre- 

I  lecture,  aboul  60  miles 
H  west  of  Osaka,  workers 
are  lining  up  904  brightly  col- 
ored magnets  in  a  gigantic 
underground  ring.  Nearly 
four-fifths  of  a  mile  in  cir- 
cumference, it  will  store  X- 
ray  radiation  from  electrons 
speeding  around  a  particle 
accelerator  at  nearly  the 
speed  of  light.  The  rays  will 
power  microscopes  that  can 
peer  inside  molecules  and 
track  chemical  reactions  last- 
ing trillionths  of  a  second. 

When  it's  opened  in  1998, 
the  Super  Photon  Ring, 
known  as  Spring-8,  will  be 
the  world's  largest  facility 
for  short-wavelength 
radiation— and  a  po- 
tent symbol  of  Japan's 
efforts  to  build  a  bet- 
ter foundation  in  sci- 
ence. The  project  will 
cost  SI  billion-plus  and 
won't  produce  any 
leap  in  videocassette 
recorders  or  minivans. 
But  such  efforts,  says 
Tohru  Amano,  a  re- 
search director  of 
Japan's  Science  & 
Technology  Agency 
(sta),  "are  the  only 
way  to  prepare  for  the 
future." 

RETHINKING.  That  Sim- 
ple statement  marks  a 
dramatic  about-face  for 
Japan.  For  nearly  50 
years,  its  science  poli- 
cy was  the  handmaid- 
en of  nation-building, 
financing  the  develop- 
ment of  products  and  processes  mainly 
to  secure  dominance  in  consumer  elec- 
tronics, computers,  and  other  industries. 
For  its  basic  research  and  fundamental 
technology,  Japan  relied  on  advances 
made  elsewhere. 

It  began  to  change  course  in  the  late 
1980s,  under  U.  S.  pressure  to  stop  free- 


JAPAN'S 
RESEARCH  STRATEGY 


LAB  WORKS  "THE  JAPANESE  FEEL  THEY 
HAVE  SOMETHING  TO  CONTRIBUTE" 


FUNDING 


It's  raising  budgets  for  university 
and  government  lab  research. 


PRIORITIES 


The  government  is  steering 
money  toward  environmental 
research,  studies  of  disease, 
physics,  and  space. 


INTERNATIONALIZATION 


Research  efforts  are  now  open  to 
foreign  participation.  More  are 
headquartered  overseas.  Patent 
rights  are  shared  among  partici- 
pants. New  technology  is  shared 
with  developing  countries. 


TEAMWORK 


Bureaucrats  are  trying  to  end  turf 
wars  between  the  ministerial  fief- 
doms  that  control  science. 


loading  off  Western 
research.  And  now,  Ja- 
pan is  revving  up  just 
as  America's  love  af- 
fair with  basic  science 
is  cooling.  Because  of 
tight  budgets  and  a 
push  by  the  Clinton 
Administration  and 
Congress  to  tie  fund- 
ing to  commercial  re- 
sults, Washington's 
support  for  basic  sci- 
ence is  leveling  off, 
while  total  research 
and  development  out- 
lays rose  just  5%  last 
year,  to  $68  billion. 
U.  S.  industry,  mean- 
while, has  cut  its  long- 
term  research  by  15% 
since  1986. 

The  Japanese  government  doled  out  a 
seemingly  modest  $26  billion  for  R&D 
last  year,  but  it  is  raising  spending  by 
nearly  8%  a  year.  Government  spend- 
ing for  basic  research— that  driven  by 
curiosity  and  the  quest  for  knowledge- 
is  rising  even  faster:  Of  the  $17  billion 


disbursed  to  national  and  prefectural  kit 
boratories  last  year,  $2.7  billion  wenlt 
for  basic  research,  a  16%  increase.  Moi 
of  those  new  projects  won't  ring  cas 
registers  until  well  into  the  21st  centun 
That's  a  step  up  from  the  technolog 
sprints  Japan  executed  in  chips  an 
manufacturing  in  the  1970s— and  a  re 
flag  for  the  U.  S.  The  Japanese,  say 
John  L.  Simonds,  head  of  the  Nation* 
Storage  Industry  Consortium,  "are  aboit 
to  gain  a  fundamental  tecnf 
nology  advantage  over  us.j; 

Japan's  growing  sciencl 
commitment  is  most  visibP 
in  companies.  Althougf 
many  have  slashed  their  R&t' 
budgets  during  the  worst  r<r 
cession  in  memory,  the  larg- 
est players  are  leaving  i* 
tact  projects  aimed  mos1 
than  10  years  out,  according 
to  Japan's  National  Institute 
of  Science  &  Technology  Per 
icy.  Electronics  companies1 
especially,  have  kept  up  lonP 
term  work  in  superconduej' 
ing  materials,  optoelectro* 
ics,  and  even  basic  physic  i 
In  the  U.S.,  where  fiv 
years  is  now  considere  !< 
long-term,  corporate  gianl  b 
such  as  IBM  and  America  | 
Telephone  &  Telegraph  O  ' 
have  cut  such  work.  By  coi  la 
trast,  NEC  Corp.,  which  loi  a 
$400  million  last  year,  wi  I 
spend  $20  million,  up  10%,  for  long-ten  ! 
research  at  its  Princeton  (N.J.)  lab  th  s 
year.  Fujitsu  Ltd.  and  Hitachi  Ltd.  lik  » 
wise  are  continuing  research  into  exot  « 
semiconductors  that  could  be  20  yeaije* 
from  commercialization. 
quantum  leap.  In  these  pursuits,  u  hi 
government  remains  a  staunch  ally.  T  or 
kyo  has  made  quantum  devices  a  prio  • 
ity,  for  instance.  In  conventional  chip  r 
the  behavior  of  individual  electror  it 
doesn't  matter  much.  But  with  the  mu<  p 
smaller  devices  Japan  has  targeted,  tl  | 
state  or  movement  of  a  single  electrc  i 
becomes  the  basis  for  a  superfast  swilx  d 
or  storage  element.  The  government  a: 
funding  at  least  nine  projects  based  c  jol 
this  technology,  which  has  helped  E  ip: 
jitsu  and  Hitachi  develop  some  of  tl  t 
first  working  devices  based  on  quantu:  t> 
mechanics.  The  wealth  of  research  1 1 
this  field  also  is  drawing  top  scientists  j  : 
Japan.  Among  them  is  Richard  Kiehl,  i 
veteran  of  research  posts  at  several  m  s 
jor  U.  S.  companies,  who  is  now  assis  s 
ant  manager  of  Fujitsu's  Quantum  Ele 
tron  Devices  Laboratory.  "There  !■ 
massive  enthusiasm  for  exploratoi 
work  in  Japan,"  says  Kiehl,  whereas  PI 
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U.  S.,  "the  arrows  are  moving  in  the 
i>site  direction." 

omputers  are  attracting  a  long-term 
mitment,  too.  In  the  early  1980s,  the 
istry  of  International  Trade  &  In- 
:ry's  Fifth  Generation  Computer 
iect  set  out  to  develop  prototypes 
omputers  that  could  deal  with  hu- 
i-style  logic.  The  products  proved 
apular,  but  miti's  undaunted  plan- 
i  launched  a  $200  million  successor 
ect  last  year,  called  the  Real  World 
iputer  Project,  to  explore  neural  net- 
ks  and  computers  that  run  on  light 
es.  This  time,  research  planners 
t  set  any  commercial  targets.  The 
is  simply  proving  the  technology. 
tET  sharers.  Japan's  nationalistic 
r  of  science  also  is  undergoing  a  met- 
rphosis.  Where  research  results  once 
3  closely  guarded,  Japan  now  shares 
e  of  them  with  foreigners.  It  has 
1  loosened  its  grip  on  prized  produc- 
technology,  which  is  leaking  through 
lore  ventures  and  cross-border  alli- 
es. "The  Japanese  feel  they  have 
ething  to  contribute  in  science,  and 
the  world  requires  it  of  them,"  says 
id  K.  Kahaner,  associate  director  of 
U.  S.  Office  of  Naval  Research  in 
yo,  which  tracks  Japanese  science 
ds.  Spurred  by  new  guidelines  the 
;mment  adopted  in  1992,  Japan's  sci- 
;  agencies  now  accept  foreign  partic- 
ts— and  laws  have  been  amended  to 
protect  their  patent  rights.  So  far,  a 
;n  companies  have  jumped  at  miti's 
nations,  including  Texas  Instruments 
and  Dow  Corning  Corp. 
ipan  hasn't  forsaken  its  market  fo- 
Most  of  its  labs  still  pursue  new 
erials,  optoelectronics,  and  miniatur- 
;on,  the  underpinnings  of  its  $220 
an  electronics  industry.  "Most  miti 
ects  are  aimed  at  technology  devel- 
ent,"  says  Naoki  Hirose,  aerodynam- 
:hief  at  the  STA's  National  Aerospace 
oratory  in  Tokyo.  Hirose's  own  lab 
spent  millions  with  Fujitsu  to  con- 
ct  a  huge  supercomputer  for  aero- 
:e  research.  It  relies  on  140  parallel 
:essors  to  achieve  the  world's  fastest 
puting  speeds  for  aerodynamic  simu- 
ins:  about  236  billion  operations  per 
nd.  The  machine  helps  with  scientif- 
alculations  but  is  most  often  used 
jobs  such  as  aircraft  design. 
pring-8  has  a  practical  goal,  too: 
;e  ultrasensitive  microscopes.  Still, 
he  STA's  Amano,  that  counts  as  fun- 
ental  research.  "In  the  coming  centu- 
he  says,  "the  world  will  need  these 
s  to  cope  with  new  scientific  param- 
s."  As  research  budgets  are  slashed 
side  Japan,  scientists  are  just  glad 
i  work  is  being  done  somewhere. 
y  Neil  Gross  in  Tokyo,  with  John 
ey  in  Washington  and  Joseph  Weber 
Philadelphia 


A  BRIGHT  FINANCIAL  FUTURE 
REQUIRES  CREATIVE  VISION 
AND  A  GOOD  PLAN. 


ASK  FDR 
A JANUS 
IRA  KIT 


Janus 
Funds 
would 
like  to 
help  you 
start  1994  off  right  by  giv- 
ing you  everything  you 
need  to  open  your  1993 
IRA  (before  it's  too  late), 
as  well  as  some  useful 
retirement  planning  tools. 
A  complimentary  IRA  Kit 
is  now  available  from  Janus 
for  everyone  needing  a 
little  direction  for  their 
tomorrows. 

A  leader  in  the  no-load 
mutual  fund  industry  for 
nearly  a  quarter-century, 
Janus  Funds  can  assist 
you  in  developing  and 
refining  your  own  strat- 
egies to  reach  your  retire- 
ment goals. 

Our  IRA  Kit  contains 


a  useful  Retirement  Plan- 
ning Worksheet  so  you 
can  determine  where  you 
are  in  your  retirement 
financial  picture.  Also 
included  are  simple  step- 
by-step  directions  to  help 
you  figure  out  what  to  set 
aside  now  and  in  the  future 
to  achieve  a  comfortable 
retirement. 

Call  or  send  in  the 
coupon  below  to  receive 
your  Janus  IRA  Kit,  which 
includes  a  prospectus 
containing  more  complete 
information,  current  per- 
formance figures  and  an 
IRA  application.  Please 
read  the  prospectus  care- 
fully before  you  invest  or 
send  money. 

BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  626 


Funds  distributed  by  J.mius  Distributors,  Inc  Member  NASD 


YES "  I  would  like  to  receive  a  Janus  IRA  Kit! 

Name  


Address 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  626 
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WILL  IT  BE  CURTAINS 
FOR  SATELLITE  ANTENNAS? 


For  the  homeowner  who  has  everything,  how  about  a  win- 
dow shade  that  doubles  as  a  satellite-TV  antenna?  Re- 
searchers at  Georgia  Institute  of  Technology,  with  funding 
from  the  Defense  Dept.,  have  developed  an  antenna  that  con- 
sists of  a  plastic  sheet  up  to  30  inches  by  40  inches,  with  tiny 
antenna  wires  and  circuits  printed  on  its  surface.  The  sheet, 
known  as  a  phased-array  antenna,  could  literally  hang  in  the 
window  like  a  curtain,  although  Georgia  Tech  researchers 
say  it  would  more  likely  be  placed  on  a  roof  or  wall. 

About  40  of  the  antennas  have  been  built  to  date.  Each  is 
custom-made  for  the  angle  at  which  it  will  be  mounted  and  the 
kind  of  signal  it  will  receive,  such  as  satellite  TV  or  wireless 
phone  calls.  Calculations  for  the  layout  once  required  a  super- 
computer, but  can  now  be  performed  on  a  personal  computer. 
Edward  B.  Joy,  a  professor  of  electrical  and  computer  engi- 
neering, says  the  Defense  Dept.  wants  antennas  that  can  be 
easily  concealed.  Joy  and  his  colleagues  hope  to  invent  cheap- 
er versions  that  could  be  built  into  walls. 


BIRTH  CONTROL 

FOR  THE  COMMON  COLD 


For  most  people,  the  common  cold  is  nothing  worse  than  an 
unpleasant  way  to  spend  a  few  days.  But  for  13  million  pa- 
tients with  chronic  upper-respiratory-tract  weaknesses,  10 
million  asthmatics,  and  the  20  million  children  who  suffer  re- 
curring inner-ear  infections,  colds  can  be  painful,  debilitating, 
and  sometimes  even  life-threatening. 

That's  why  biotech  companies,  even  as  they  pursue  drugs  to 
fight  cancer,  AIDS,  and  other  more  obvious  killers,  have  always 
had  an  eye  on  cold  viruses.  On  Mar.  11,  scientists  from  Agou- 
ron  Pharmaceuticals  Inc.  in  La  Jolla,  Calif.,  reported  what 
could  be  an  important  breakthrough  in  homing  in  on  drugs  to 
disable  "rhinovirus  3C  protease."  That's  an  enzyme  that  all  cold 
viruses  need  in  order  to  replicate.  Using  X-rays  and  comput- 
ers, the  scientists  have  drawn  a  three-dimensional  picture  of 
the  surface  of  the  enzyme,  particularly  a  critical  region  called 
the  "active  site."  In  the  next  two  years,  Agouron's  goal  is  to 
design  a  drug  that  can  fit  precisely  into  that  site  and  potential- 
ly block  the  virus'  ability  to  replicate. 


A  CHIP  THAT  MAKES  A  PC 
INTO  A  TV,  A  STEREO,  A... 


I  digital  audio  got  a  lot  closer  on  Mar.  9.  In  fact,  it  happened 
in  chips.  Texas  Instruments  Inc.  unveiled  what  it  boasts  is  the 
first  digital-signal  processor  (dsp)  chip  that  can  simultane- 
ously handle  both  moving  TV  images  and  CD-quality  audio.  Tl's 
Multimedia  Video  Processor  (MVP)  chip,  which  will  sell  for  less 


than  $400  when  it  enters  volume  production  in  1995,  has  4  m  j[j 
lion  transistors  carved  up  into  five  parallel-processing  DM 
"engines."  The  chip  can  romp  through  2  billion  instructions  ev 
ry  second.  That's  10  to  20  times  the  speed  of  most  other  ir 
croprocessors,  such  as  Intel  Corp.'s  Pentium. 

By  summer,  the  MVP  chip  should  pop  up  on  plug-in  circu 


boards  that  can  replace  5,000  chips  in  current  video-editi 
workstations,  enabling  any  personal  computer  to  receive,  di 
play,  edit,  and  transmit  high-definition  TV  and  digital-audio  si 
nals.  On  Mar.  10,  researchers  at  the  University  of  Washingtc 
showed  off  a  prototype,  which  has  already  been  licensed 
Precision  Digital  Images  Corp.  in  Redmond,  Wash.  Other  M\ 
applications  in  the  works,  says  Tl,  include  automated  finge  - 
print-recognition  systems  for  credit-card  readers  in  store 
also  due  this  summer,  and  all-digital  TV  chassis  and  videoco 
ferencing  systems,  coming  next  year 


FIGHTING  GLAUCOMA  WITH 
AN  ENZYME,  NOT  A  SCALPEL 


Two  percent  of  adults  are  afflicted  by  glaucoma— the  buil  * 
up  of  fluid  pressure  in  the  eye  which  can  lead  to  blindnes  ' 
Treatment  with  drugs  or  lasers  often  fails.  Also,  surgei  f 
may  cause  complications,  including  cataracts,  infection,  ar 
blindness.  Now,  an  enzyme  may  replace  the  surgeon's  kni  I 
and  some  of  the  risks  in  a  treatment  developed  at  Weizmar 
Institute  in  Rehovot,  Israel. 

Scientists  developed  a  tiny  plastic  disk  containing  an  enzynfii' 
that  destroys  collagen,  a  basic  component  of  the  hard  coat 
the  eye.  The  disk  is  glued  on  the  eye  for  a  few  hours  whi  I 
the  enzyme  thins  the  coating  so  that  trapped  fluid  can  dra  ® 
out.  Results  in  rabbits  look  promising  and  the  effects  persis  ^ 
ed  longer  than  after  surgery.  Weizmann  scientists  belie\ '« 
the  procedure  could  be  repeated  without  the  increased  risl  ' 
associated  with  a  second  round  of  conventional  surgery.  If  cor  er 
ing  human  trials  at  California  Pacific  Medical  Center  in  S 
Francisco  prove  successful,  the  technique  might  one  day  I 
used  right  in  the  ophthalmologist's  office. 


THESE  PLANTS  LOVE 
HEAVY  METAL 


Utilities  may  be  call- 
ing in  the  "green 
team"  to  clean  up  their 
act.  Halophytes,  a  group 
of  salt-tolerant  plants 
ranging  from  cacti  to  sea 
grass,  can  absorb  salt 
and  heavy  metals  such 
as  cadmium  and  arsenic 
from  the  wastewater  of 
power  plants. 

This    January,  the 
Electric  Power  Research 
Institute,  based  in  Palo 
Alto,  Calif.,  and  Arizona 
Public  Service  Co.  began  a  study  of  how  halophytes  can  cld« 
wastewater  from  two  coal-fired  generating  plants.  The  wast  I 
water,  which  is  laden  with  heavy-metal  byproducts  of  coal  cor 
bustion,  is  soaked  up  in  the  tissues  of  halophyte  plants  th 
will  later  be  buried  in  the  nearby  desert.  In  another  expei 
ment,  deep-rooted  halophytes  are  being  tested  as  a  protects  ia 
barrier  to  prevent  salty  water  in  evaporation  ponds  fro" 
leaching  into  the  water  table. 
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IE  GOLD  MINE  OF  DATA 
I  CUSTOMER  SERVICE 

proving  a  boon  to  design  and  marketing 


ast  summer,  a  computer  system  at 
Whirlpool  Corp.  raised  a  warning 
flag:  There  was  trouble  brewing  in 
ind-new  washing-machine  model.  It 
ed  that  after  just  a  few  washloads, 
machines  were  springing  bad  leaks, 
oon  as  Whirlpool  engineers  deter- 
d  the  cause— a  faulty  hose  clamp— 
lfacturing  was  immediately  halted, 
f  important,  though,  Whirlpool's 
mter  helped  identify  each  of  the 
hundred  customers  who  had  pur- 
jd  the  machines  so  that  mechanics 
[  be  sent  out  to  replace  the  offend- 
iart.  "Imagine  the  property-damage 
ity  if  there  had  been  a  leak  in  a 
floor  apartment,"  reflects  Gary 
wood,  Whirlpool's  director  of  con- 
;r  assistance. 

hirlpool  wouldn't  have  been  so  lucky 
ladn't  been  so  aggressive  and  imag- 
/e  in  applying  computers  to  its  cus- 
sr-service  process.  Like  so  many 
lanies  operating  in  highly  competi- 
markets,  Whirlpool  has  come  to 
customer  service  as  vital  to  its 
sss.  For  years,  the  appliance  giant 
many  other  companies  have  used 
luters  to  keep  customers  happy  by 
g  the  telephone  representatives  on 


HRLPOOL 


the  past  and  turning  it 
into  a  competitive  advan- 
tage," says  Sally  Price, 
general  manager  of  the 
nationwide  customer-ser- 
vice center  PepsiCo  Inc. 
is  setting  up  in  Winston- 
Salem,  N.  C.  "We  want 
to  identify  problems  and 
fix  them  after  just  10  calls, 
not  10,000."  Collected  and  sort- 
ed the  right  way,  information 
gleaned  from  customer-service 
transactions  can  help  every 
part  of  an  enterprise.  It  can 
aid  in  holding  down  field-ser- 
vice costs,  develop  stronger 
relationships  with  customers, 
and,  in  many  cases,  actually 
help  generate  substantial  new 
revenues. 

That's  why  Corporate  America  will 
spend  more  than  $1  billion  this  year  on 
computers  and  related  technology  for 
customer-service  departments.  In  a  re- 
cent survey  by  consultants  Computer 
Sciences  Corp.,  some  70%  of  782  large 
U.  S.  and  European  companies  said  cus- 
tomer service  is  now  the  main  focus  of 
their  investments  in  technology.  Virtu- 


At  its  Network 
Services  unit,  a 
computer  tracks 
all  service 
activities  to  make 
sure  contractual 
obligations  are 
met. 


ce  lines  the  information  they  need- 
)  solve  problems  quickly.  Now,  the 
-  forward-thinking  companies  are 
ing  even  further:  They're  focusing 
le  information  systems  in  their  cus- 
r-service  operations  as  a  key  source 
arketing,  sales,  and  design  data, 
/e're  taking  customer  service  from 
nust-have  necessary  evil  it  was  in 


ally  every  one  of  the  big  management- 
consulting  companies,  along  with  hard- 
ware suppliers  such  as  Sun  Micro- 
systems, Hewlett-Packard,  and  IBM  and  a 
host  of  specialist  software  companies, 
are  in  the  game,  too. 

At  Whirlpool,  customer  information 
not  only  helps  pinpoint  faulty  washing 
machines,  it  helps  the  Benton  Harbor 


(Mich.)-based  manufac- 
turer lower  its  spare- 
parts  inventories  and 
drive  harder  bargains 
with  suppliers  of  mo- 
tors and  other  compo- 
nents. If  a  particular 
motor  shows  up  in  the 
computer  as  breaking 
too  often,  Whirlpool  can 
employ  that  data  to  renegoti- 
ate the  supplier's  warranty  on 
the  part. 

Similarly,  the  information 
gathered  from  customer-ser- 
vice reps  is  helping  American 
Telephone  &  Telegraph  Co. 
dispatch  field  maintenance 
people  more  efficiently  and 
Consolidated  Rail  Corp.  to 
better  understand  its  customers'  freight- 
shipping  needs.  And  for  just  about  any 
conceivable  business,  customer  informa- 
tion can  help  identify  prospects  for  fol- 
low-on sales  efforts.  That  can  mean  a 
lot  for  the  bottom  line,  says  Mike  Kor- 
chinsky,  president  of  Axiom  Manage- 
ment Consulting  Inc.  in  San  Francisco:  It 
takes  just  20%  the  cost  of  landing  a  new 
customer  to  sell  to  an  existing  one. 

NO  PROBLEM.  Until  re- 
cently, though,  "know 
thy  customer"  was  usu- 
ally easier  said  than 
done.  Computer  tech- 
nology just  wasn't  up 
to  the  job:  The  data 
existed  but  were  too 
voluminous,  too  wide- 
ly scattered  through- 
out the  organization, 
and  recorded  too  in- 
consistently to  make 
use  of.  But  now,  with 
high-powered  worksta- 
tions, extensive  networks,  specialized 
software  packages,  and  extra-powerful 
data-base  computers,  technology  is  no 
longer  a  problem. 

And  with  the  new  technology,  apply- 
ing computers  to  customer  service  is  no 
longer  just  for  giants:  A  $145  million,  PC- 
communications  software  company  called 
Attachmate  Corp.  uses  data  collected 
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from  the  165,(X)0  support  calls  it  receives 
each  year  to  plan  enhancements  for  its 
established  products  and  give  shape  to 
entirely  new  ones.  The  data,  managed 
with  software  from  Vantive  Corp.,  "give 
us  a  very  clear  idea  of  what's  going  on 
in  the  marketplace,"  says  Mary  Har- 
wood,  vice-president  in  charge  of  cus- 
tomer support. 

In  most  cases,  competitive  pressure 
forces  companies  to  probe  the  gold  mine 
of  customer-service  data  that  they've 
been  gathering  for  so  long.  At  Otis  Ele- 
vator Co.,  360  U.  S.  field  offices  once 
had  a  local  answer- 
ing service  take 
their  customers' 
calls  for  repairs.  But 
as  independent  ser- 
vice companies  arose 
and  Japanese-made 
elevators  challenge 
Otis'  reliability  rec- 
ord, management 
decided  to  centralize 
and  reengineer  its 
customer  service. 

Today,  the  compa- 
ny's OtisLine  center 
handles  1.2  million  calls  a  year,  600,000 
of  which  are  requests  for  unscheduled 
repairs— a  broken  escalator,  perhaps,  or, 
worst  case,  people  trapped  in  an  eleva- 
tor. When  answering  such  a  call,  an  Otis 
service  rep  starts  by  punching  in  the 
code  that  identifies  the  customer's  build- 
ing. Immediately,  a  record  of  the  equip- 
ment there  and  a  history  of  previous 
repairs  shows  up  on  his  or  her  screen.  A 
series  of  canned  questions  helps  solicit 
new  information,  and  within  minutes,  a 
radio-dispatch  message  is 
beaming  its  way  to  the  ap- 
propriate Otis  repairman's 
wireless  data  terminal. 
IN  THE  BANK.  But  that's  only 
the  beginning  of  the  process. 
After  the  repairman  fixes  the 
problem,  he  reports  back  to 
headquarters  a  description  of 
what  he  did.  Then,  a  full- 
time,  20-member  engineering 
team  reviews  that  and  any 
similar  cases  in  the  computer 
to  see  if  there's  a 
pattern  to  the  fail- 
ures. Such  reviews 
may  lead  to  a  re- 
design of  an  eleva- 
tor or  perhaps  a 
change  in  mainte- 
nance procedures. 
"We've  seen  dra- 
matic reductions  in 
callbacks  and  en- 
trapments,"  says 
Maria  Gallo,  man- 


ager of  Otis'  service-center  operations. 
The  same  customer  data  also  will  be 
used  in  a  coming  initiative  to  plan  the 
weekly  maintenance  rounds  by  Otis  me- 
chanics better— a' process  that's  now 
done  on  paper.  With  today's  office-build- 
ing glut  holding  back  new  elevator  in- 
stallations, Otis  makes  most  of  its  mon- 
ey from  maintenance  services,  and  every 
improvement  in  that  department  is  mon- 
ey in  the  bank,  says  Gallo. 

Not  surprisingly,  high-tech  companies 
have  been  quick  to  reengineer  customer 
service.  AT&T  Network  Services'  Co- 


panies,  the  amount  of  data  they're  ab 
to  collect  from  and  about  their  cu 
tomers  can  be  staggering— and  diffici 
to  make  sense  of.  Whirlpool  maintaii 
records  on  close  to  15  million  custome 
and  more  than  20  million  installed  a 
pliances,  some  of  them  dating  back 
the  1960s.  To  help  plow  through  so  mui 
data,  companies  such  as  Whirlpool  ai 
Conrail  have  begun  using  specialize 
data-base  computers  that  get  masses 
powerful  microprocessors  to  scan  v< 
umes  of  records  in  parallel  and  seek  o 
faint  but  significant  patterns.  Whirlpc 


CONRAI 


ATIACHMATE 


Tracks  1 65,000  cus- 
tomer calls  a  year  to 
help  craft  new 
communications 
software.  Artificial- 
intelligence  pro- 
gramming helps 
solve  customer 
problems. 
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umbia  (Md.)  facility  manages  the  in- 
stallation and  repair  of  complex  com- 
puter networks  at  customer  sites  from 
Maine  to  Virginia.  But  competition  in 
that  business  is  fierce,  attracting  nu- 
merous computer  companies  and  inde- 
pendent contractors.  So,  after  analyzing 
many  of  its  business  practices  as  part  of 
a  corporate  drive  to  improve  quality, 
the  AT&T  unit  has  built  a  customer-ser- 
vice data  base  using  a  package  from 
Aurum  Software  Inc. 

The  new  system  has  giv- 
en AT&T  a  badly  needed  ex- 
tra advantage.  It  keeps  track 
of  customers'  hardware  and 
software  inventories,  spare 
parts  and  their  repairs,  and 
a  wealth  of  other  informa- 
tion. Michael  Crabb,  infor- 
mation systems  manager, 
says  the  data  help  AT&T  de- 
velop a  series  of  measures 
that  describe  for  internal 
managers   and  customers 
alike  just  how  well  the  com- 
pany is  living  up 
to  its  contracts. 
Choosing  a  pack- 
aged solution  in- 
stead of  writing 
its  own  software 
"has  put  [AT&T] 
six  to  nine  months 
ahead  of  the  com- 
petition," Crabb 
suggests. 

For  many  com- 


Uses  parallel-p 
cessing  compu 
to  better  under 
stand  customei 
shipping  need: 
arid  manage  c 
ly  operations. 
Now  tracks 
100,000  railcc 
individually. 


and  Conrail  each  use  parallel  processol 
from  AT&T's  former  Teradata  Corp.  unl 
IBM  is  expected  this  spring  to  come  ol 
with  a  similar  processor  aimed  at  tlf 
same  kind  of  applications. 

At  Conrail,  as  at  other  railroads,  tj  r 
challenge  has  been  to  win  back  shippii ' 
business  that  has  gone  to  trucking  coi " 
panies.  Many  trucks  now  can  be  track  ii 
by  satellite;  only  lately  have  railro; 
companies  begun  using  technology 
keep  constant  tabs  on  their  widely  scjL 
tered  railcars. 

And  now,  with  its  AT&T  computer 
sift  through  a  massive  data  base  of  ra 
car  and  customer  information,  Conr; 
can  address  customers'  shipping  neei 
much  more  effectively,  says  Robert 
Wagner,  the  railroad's  vice-president  f 
information  systems.  It  can  set  up  acc 
rate  long-distance  train  schedules  th 
can  even  take  into  account  handoffs 
railcars  to  railroads  other  than  Conra  " 
Then,  if  bad  weather  arises  or  there's 
equipment  failure,  the  AT&T  machine  c 
calculate  the  best  alternate  route.  "\i 
can  continually  optimize  our  schedule:  . 
Wagner  says,  "because  we  understai 
the  customer's  requirements  on  an  er 
to-end  basis." 

That's  what  all  companies  need  to 
—understand  and  manage  customer  i 
lationships  from  the  first  sale  onwai 
And  with  computers  keeping  track 
things  at  every  stage,  the  chances  a 
better  that  the  customer  relationshi 
will  never  end. 

By  John  W.  Verity  in  New  Yo 
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capability :  executive  programs 


SOUTHERN 
STRENGTH 


note  speakers  include: 
n.  Carroll  Campbell 

•ernor,  State  of  South  Carolina 
n.  James  Folsom 
'ernor,  State  of  Alabama 
n.  Zell  Miller 
'ernor,  State  of  Georgia 
LLIAM  D.  RUCKELSHAUS 
'irman  and  CEO,  Browning-Ferris 
ustries;  former  U.S.  EPA  Administrator 

sented  in  association  with: 

nter  for  Leadership 
Career  Studies  of 
ory  Business  School 

,rcedes-Benz  of 
>rth  America,  Inc. 

/  with  the  support  of: 

ACOM  P 

The  BellSouth  Classic 


The  Business  Week  Corporate  Forum  of  the  South 

The  South:  Seizing  and  Holding  National  Economic  Leadership 
Date:  May  5-7,  1994 

Place:  The  Ritz-Carlton  Buckhead,  Atlanta,  Georgia 


XECUTIVE 
GRAMS 


The  South  is  surging. 
America's  new  economic  leader  is 
booming  from  the  Outer  Banks  to 
the  Mexican  Border. 

To  help  southern  leaders  plan 
for  prosperity,  Business  Week  and 
DRI/McGraw-Hill  are  pleased 
to  present  The  1994  Corporate 
Forum  of  the  South. 

For  southern  leaders  of  business  and 
government,  this  Forum  is  an  ideal 

DRI/McGraw-Hill 


rht  1994  McGraw-Hill.  Inc. 


opportunity  to  meet,  share  strategies, 
and  develop  relationships  with  other 
leaders  from  across  the  south. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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Investing 


HOW  TO  STAY  COOL 
AS  RATES  HEAT  UP 


■  nterest  rates  have  shot 
I  up,  bonds  have  plummet- 
H  ed,  and  stocks  have  suf- 
fered as  well.  Where  do  in- 
vestors £0  from  here? 

If  rising  rates  have  you 
concerned  mainly  with  your 
own  investment  portfolio,  the 
recent  volleys  of  economic 
news  make  it  difficult  to  sort 
out  what  to  do.  "The  problem 
is,  individuals  are  being  inun- 
dated with  information  that 
might  be  useful  to  a  bond 
trader,  but  they  are  trying  to 
make  long-term  decisions," 
says  Robert  Goodman,  Put- 
nam Investments'  senior  eco- 
nomic adviser. 

Those  who  can  stomach  the 
volatility  may  want  to  wait 
"until  the  dust  settles"  to  shift 
around  their  investments, 
says  Grace  Keeney  Fey,  ex- 
ecutive vice-president  at  Fron- 
tier Capital  Management  in 
Boston.  But  if  the  specter  of 
rising  rates  has  you  spooked, 
there  are  several  ways  you 
can  cut  back  on  the  risk  in 
your  portfolio. 

Most  of  those  moves  don't 
have  to  lie  radical.  Fixed-in- 
come investors  need  not  sell 
off  their  bond  holdings,  even 
though  bonds  have  plummet- 
ed about  12%  since  long-term 
rates  hit  their  low  in  mid-Oc- 
tober. The  yield  on  the  bench- 
mark 30-year  Treasury  in- 
creased about  half  a  point 
since  the  Federal  Reserve 
boosted  short-term  interest 
rates  a  quarter  point  on  Feb. 
4.  But  not  every  bond  is  as 
sensitive  to  the  Fed's  action 
as  a  30-year  Treasury. 
STACCATO  STRATEGY.  If  you  be- 
lieve rales  are  going  up,  you 
should  shorten  the  maturities 
in  your  bond  portfolio.  Ac- 
cording to  figures  from  Liber- 
ty Financial,  if  rates  rise  1% 
over  the  next  year,  the  mar- 
ket value  of  the  30-year 


Treasury  would  fall  11.9%,  the 
10-year  Treasury  would  de- 
cline 0.1%,  and  the  5-year 
Treasury  would  fall  2.4%.  Af- 
ter earning  about  5%  of  in- 
come on  a  five-year  bond, 
your  total  return  if  you  sold 
the  bond  would  be  2.8%  for 
the  year.  Under  the  same  con- 
ditions, your  total  return  on  a 
30-year  bond  would  be  nega- 
tive 8.1%.  An  average  matur- 
ity of  7  to  10  years  is  pretty 
safe  in  these  uncertain  times. 

A  sensible  strategy  is  to 
slowly  start  laddering  matur- 
ities. That  means  buying 
bonds  with  staggered  matur- 
ities so  each  year  you  have 


cash  to  reinvest.  The  advan- 
tage of  owning  securities  di- 
rectly is  that  your  principal 
is  guaranteed  at  maturity— 
though  if  you  hold  onto  a 
bond  that  declined  in  market 
value  because  of  rising  rates, 
you  will  miss  the  opportunity 
to  reinvest  at  higher  yields. 

For  mutual-fund  investors, 
"this  is  a  great  year  to  dol- 
lar-cost average,"  says  Minne- 
apolis financial  planner  Ross 
Levin,  president  of  the  Inter- 
national Association  for  Finan- 
cial Planning.  With  this  tech- 
nique, you  invest  a  fixed 
amount  of  money  at  regular 
intervals  so  that  you  automat- 


ically buy  more  when  prim: 
are  low  and  less  when  pri  id 
are  high.  In  a  market  sue!  li; 
this  one,  warns  Richard  Hi  a' 
chief  economist  and  portfidi 
manager  at  Dreyfus,  "in\ 
tors  have  to  be  very  war 
being  whipsawed." 

You  should  also  start  n 
ing  more  of  your  portfolio 
cash.  But  if  the  paltry  yi< 
of  money-market  funds 
short-term  certificates  of 
posit,  now  both  around 
don't  provide  the  income 
want,  consider  the  next  sfi> 
on  the  risk  spectrum:  "ul 
short"   bond   funds.  Th 
funds  have  average  maturi 
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ss  than  a  year, 
ared  with  under 
months  for  mon- 
rket  funds  and  up 
e  years  for  short- 
bond  funds.  The 
r  Advantage  Fund, 
:ample,  has  an  av- 
duration  of  under 
ar  and  dropped 
2,1  in  share  price 
i  month  since  the 
liked  rates,  says 
>lio  manager  Jeff 


;her  than  moving 
nds  with  shorter 
rities  and  lower 
,  you  can  also  try 
itect  yourself  from 
st-rate  movements 
aosing  alternatives 
investment-grade 
rates  and  Treas- 

"For  the  investor 
5  nervous  and  frightened 

interest  rates  but  still 
;  to  be  in  fixed-income, 
^commend  Ginnie  Mae 
ntermediate  municipal 
,"  says  Porter  Pierpont 
in,  the  investment  strat- 
for  Liberty  Financial. 
•work.  Municipal-bond 
3  are  expected  to  hold 
cause  there  will  be  less 
y  (as  a  result  of  fewer 
mcings)  and  more  de- 

as  individuals  confront 
r  income-tax  rates  this 

says  Fey.  But  mutual- 
investors  should  choose 
/,  since  not  all  funds  will 
>ulated  from  rising  rates, 
iding  on  their  holdings, 
Amy  Arnott,  an  analyst 
Morningstar  Mutual 
s.  Two  muni  funds  she 
amends  are  Vanguard 
cipal  Short-Term  and 
ity  Spartan  Short  Inter- 
ite  Municipal.  In  general, 
ige  how  a  fund  will  do, 
at  its  historical  returns 
g  periods  of  rising  rates, 
as  1987  and  1990,  or  the 

quarters  of  1993  and 

she  suggests, 
itual  funds  that  invest  in 
gage-backed  securities 
ilso  somewhat  insulated 
interest-rate  risks, 
^holders  of  these  funds 
red  when  rates  declined 
homeowners  refinanced 

mortgages.  With  stable 
3st  rates,  they  should  de- 


THE  EFFECTS  OF  CLIMBING  INTEREST  RATES 

WHAT  WILL  BE  HURT  THE  MOST 

WHAT  WILL  BE  HURT  THE  LEAST  I 

DHMHC    Intermediate  and 
DUIlL/J   long-term  issues, 
such  as  10- and  30-year  Treas- 
uries. The  longer  a  bond  fund's 
duration  (the  average  time  until 
holdings  mature),  the  greater  the 
loss  of  principal  when  rates  rise. 

BONDS  corporate  and 
municipal  bonds  and  mortgage- 
backed  securities  face  less 
interest-rate  risk.  Ultra  short-term 
bond  funds  should  yield  more 
than  money-market  funds. 

QTf\f\/C  Companies  that 
J  1  ULIXJ  profited  from  the 
decline  in  interest  rates,  such  as 
banks,  insurance  companies, 
and  utilities.  Avoid  mutual  funds 
with  heavy  weightings  in  the 
financial  sector.  Also,  rising  rates 
are  bad  for  emerging  markets. 

CTf\riIC  Cyclicals,  which 

I  ■  WW     wg               /  / 

J  1  V/  V IV  J  show  earnings 
growth  in  periods  of  economic  re- 
covery. Analysts  favor 
construction,  steel,  aluminum, 
transportation,  and  fertilizers. 
Look  for  mutual  funds  that 
contain  these  kinds  of  stocks. 

DATA:  BUSINESSWEEK 

liver  yields  higher  than  Treas- 
uries, without  the  level  of 
prepayment  risk.  But,  as  with 
muni  funds,  Arnott  warns, 
there  is  a  wide  range  of  rate 
sensitivity  within  the  catego- 
ry. Franklin  U.  S.  Government 
Securities  and  Fidelity  Mort- 
gage Securities  have  held  up 
under  rising  rates  in  the  past, 
she  says. 

Funds  that  invest  in  adjust- 
able-rate mortgages,  known 
as  ARM  funds,  theoretically 
won't  suffer  the  same  sell-offs 
as  fixed-rate  securities  since 
the  coupon  (a  bond's  yield  at 
face  value)  will  float  upward 
when  rates  rise.  Brian  Carri- 


THE  BULL  MARKET 
SHOULDN'T  BE  IN 
DANGER-IF  RATES 
DON'T  RISE  TOO  FAST 


co,  who  manages  Pilgrim 
Group's  ARM  funds,  recom- 
mends that  they  be  used  to 
diversify  a  fixed-income  port- 
folio since  they  should  hold 
up  under  several  interest-rate 
scenarios.  But  these  funds, 
which  have  a  trailing- 12-month 
yield  of  about  4.5%  and  are 
often  sold  as  alternatives  to 
money  markets,  may  contain 
derivatives  such  as  interest- 
only  strips— complex  financial 


instruments  that  can  increase 
the  funds'  volatility,  says 
Scott  Lake,  a  mutual-fund  an- 
alyst for  Standard  &  Poor's 
Ratings  Group. 

To  step  out  further  on  the 
risk  spectrum  but  still  avoid 
undue  rate  risk,  consider 
high-yield  corporates,  other- 
wise known  as  junk  bonds. 
These  securities,  and  the 
funds  that  hold  them,  are  con- 
sidered to  be  less  rate-sensi- 
tive because  their  price  is  de- 
termined more  by  the  issuer's 
financial  strength.  In  an  im- 
proving economy,  the  balance 
sheets  of  junk-bond  issuers 
should  improve. 

Or,  to  take  U.  S.  rates  out 
of  the  picture,  Arnott  recom- 
mends foreign  bond  funds.  Eu- 
ropean rates  are  expected  to 
decline  over  the  next  year,  al- 
though long-term  bond  yields 
have  recently  shot  up,  along 
with  those  in  the  U.  S.,  amid 
massive  selling  by  managers 
of  American  pension  and 
hedge  funds.  Also,  there  is 
currency  risk,  although  fund 
managers  try  to  hedge  against 
it.  Arnott  likes  T.  Ptowe  Price 
International  Bond  or  Fidelity 
Global  Bond,  both  of  which 
have  yielded  around  6.5%  for 
the  last  year,  but  have  re- 
cently dropped  in  share  price. 

Your  stock  portfolio  could 
also  benefit  from  a  little  re- 
jiggering  if  rates  continue 
to  rise.  On  Friday,  Feb.  4, 


the  Dow  Jones  indus- 
trials plunged  96  points 
in  reaction  to  the  Fed's 
short-rate  hike.  The 
hardest-hit  stocks  were 
banks,  utilities,  and  in- 
surance companies, 
which  have  benefited 
for  several  years  from 
declining  rates.  But 
stocks  that  are  cyclical 
in  nature— that  is,  they 
improve  during  periods 
of  economic  expansion- 
should  fare  well. 
recovery  ready.  Terry 
Hamacher,  managing 
director  of  equity  funds 
at  Prudential  Secur- 
ities, expects  strong 
earnings  growth  in 
commodity -oriented 
companies  that  trade  in 
steel  and  aluminum. 
Transportation  and  fer- 
tilizers are  other  areas  she 
likes.  She  says  to  hold  cycli- 
cals not  consumer  stocks  and 
expects  more  growth  from 
foreign  markets.  But  avoid 
emerging  markets,  which 
have  been  hit  hard  in  recent 
weeks.  If  you  own  mutual 
funds,  check  their  holdings  to 
make  sure  they  are  not  over- 
ly weighted  in  financials  and 
are  poised  to  take  advantage 
of  economic  growth. 

Initially,  a  rise  in  rates 
shouldn't  signal  the  end  of  the 
bull  market.  Corporate  earn- 
ings—a stock  picker's  main  in- 
dicator—tend to  increase  in  a 
stronger  economy.  The  dan- 
ger is  that  rates  will  rise  so 
fast  that  fixed-income  secur- 
ities will  start  to  look  more 
attractive  than  stocks.  Instead 
of  the  temporary  correction 
that  long-term  investors 
should  expect,  that  could  lead 
to  a  full-fledged  bear  market. 

Such  a  scenario  would  fi- 
nally give  everyone  a  chance 
to  judge  the  staying  power  of 
mutual-fund  investors.  If  they 
reversed  the  vast  sums  of 
money  they  have  been  pour- 
ing into  funds  and  rushed  to 
sell  their  shares,  the  market 
could  fall  fast  and  hard.  And 
if  that  happens,  or  if  rates 
just  continue  their  upward 
trend  for  the  next  year  or 
more,  you'll  be  glad  you  took 
some  action  before  the  dust 
settled.  Amey  Stone 
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Debit  Cards 

CASH  ON  A 
CARD  ARRIVES 
IN  AMERICA 


■  s  the  dawn  of  the  cashless 
I  society  upon  us?  No,  but 
H  we're  getting  closer.  Fol- 
lowing Europe's  lead,  a  rising 
number  of  U.  S.  service  pro- 
viders, from  AT&T  to  Visa,  are 
offering  prepaid  cash  cards 
that  can  be  used  to  make  var- 
ious purchases. 

What  these  "stored-value 
cards"  provide  is  convenience: 
less  sorting  through  purses  or 
pockets  for  coins,  bills,  tick- 
ets, and  tokens.  Unlike  tradi- 
tional credit  and  debit  cards, 
prepaid  debit  cards  don't  in- 
volve elaborate  electronic- 
transfer  networks  to  bill  and 
credit  accounts.  The  user  pre- 
pays a  fixed  amount,  be  it  $20 
or  $120,  and  the  value  is  im- 
printed on  the  card.  When  a 
purchase  is  made,  the  price 


w 


is  electronically  deducted  at 
the  transaction  site. 

Prepaid  fare  cards  have 
long  been  used  by  rail  sys- 
tems in  such  cities  as  San 
Francisco  and  Washington. 
Riders  insert  them  into  com- 
puterized station  readers  that 
withdraw  the  fare  amount. 
When  the  card's  value  is  de- 
pleted, the  rider  tosses  it  out 
and  buys  a  new  one. 

The  cards'  uses  have  been 


multiplying.  Several  long-dis- 
tance carriers  now  sell  pre- 
paid cards  to  use  at  pay 
phones.  Besides  helping  call- 
ers impose  limits  on  long-dis- 
tance time,  stored-value  cards 
thwart  shoulder  surfers  out  to 
steal  your  long-distance  call- 
ing-card number,  at&t's  Pre- 
paid Cards  are  available  at 
AT&T  phone  centers  in  $6,  $9, 
$15,  and  $30  denominations. 
Domestic  calls  run  60<f  a  min- 


ute, international  calls  up 
$3  a  minute. 

Meanwhile,  Visa  is  plann 
to  launch  a  prepaid  tra' 
card  as  an  alternative  to  tt 
elers'  checks.  You  would  t 
the  card  at  a  bank,  load 
with  whatever  amount  j 
want,  and  use  it  to  take  < 
cash  in  local  denominations 
ATMs  anywhere  in  the  wo 
where  Visa  cards  are  acce 
ed.  The  card  can  also  be  us 
as  a  gift  or  by  an  employer 
an  expense  advance. 

SMALL    CHANGE.    The  nf 

wrinkle  will  be  multipurp 
cards,  good  for  making 
number  of  small-change  p 
chases.  The  New  York  C 
subway  system,  which  is  c 
rently  rolling  out  prepaid  f 
cards,  hopes  to  expand 
cards'  purchasing  power 
station  vendors.  By  1996, 
ers  may  be  able  to  buy  p< 
odicals,  cigarettes,  and  sna 
at  the  1,000  newsstands  ; 
other  outlets  where  fare  ca 
will  be  sold.  The  MAC  ATM  i 
work  will  be  testing  a  sim 
technology  in  the  mid-Atlai 
states  next  year.      E.  S.  . 


Six  years  ago,  beset  by  flat 
or  declining  prices,  prop- 
erty and  casualty  insurers 
conducted  a  rash  of  stock 
buybacks  to  boost  earnings 
per  share.  With  the  market 
soft  for  premium  hikes,  inves- 
tors were  wise  to  cash  out. 

Now,  the  industry  is  go- 
ing through  another  spate  of 
stock  repurchases.  But  this 
time,  the  buybacks  are  a 
bullish  sign:  Insurers  think 
their  stocks  are  undervalued, 
since  the  fundamen- 
tals of  most  of  these 
companies  should 
soon  improve. 

QUAKE     COSTS.  A 

number  of  insurance 
stocks  dropped  15% 
to  25%  in  the  last 
quarter,  primarily 
because  of  losses 
from  the  Los  An- 
geles earthquake 
and  bad  storms  in 
the  Northeast.  Still, 
with  the  economy 
turning  around, 
property  and  casual- 
ty premiums  are  ex- 


Smart  Money 

BATTERED  INSURERS  ARE 
FEELING  MUCH  BETTER,  THANKS 


pected  to  rise  7.4%  in  1994. 
Those  increases  should  pro- 
duce the  highest  operating 
profits  in  a  decade  and  help 
elevate  stock  prices. 

Gary  Ransom,  a  senior 


RECENT  INSURER  STOCK  BUYBACKS 

Company 

Date 

announced 

Repurchase 
price 

Market 
price* 

ALLIED  GROUP 

2/11/94 

$25.25 

$25.25 

CAPITAL  HOLDING 

1/31/94 

36.25 

34 

FIRST  COLONY 

2/4/94 

25.63 

24.63 

GENERAL  RE 

2/9/94 

109.88 

104.12 

GUARANTY  NATIONAL 

2/2/94 

17.25 

15.63 

JEFFERSON-PILOT 

2/14/94 

45.12 

48.25 

ST.  PAUL  COS. 

2/11/94 

81.25 

80.12 

UNUM 

2/11/94 

51.75 

55 

*Mar.  7,  1994 

DATA: 

CONNING  &  CO 

vice-president  at  Conning  & 
Co.  in  Hartford,  likes  four  in- 
surers that  have  announced 
stock  repurchases:  Allied 
Group,  General  Re,  St.  Paul, 
and  unum.  unum,  based  in 
Portland,  Me.,  re- 
ported 1993  fourth- 
quarter  earnings  that 
surpassed  estimates 
by  5%.  Those  good 
results  should  contin- 
ue as  more  consum- 
ers buy  disability 
coverage,  a  market 
in  which  UNUM  is 
leader.  General  Re,  a 
large  reinsurer  in 
Stamford,  Conn.,  im- 
proved its  underwrit- 
ing performance  in 
1993  and  expects 
international  profits 
to  take  off  this  year. 


Another  company  worth 
look  is  Guaranty  National, 
Englewood  (Colo.)  insurer 
high-risk  drivers.  The  sto( 
trading  40%  below  its 
week  high  of  $24.75,  becar 
depressed  after  losses  fix 
insuring  commercial  true 
in  the  Southeast  hurt  19 
fourth-quarter  profits.  B 
those  problems  aren't  expe 
ed  to  recur,  and  Wall  Strc 
projects  earnings  to  go 
43%  this  year.  In  a  show  t 
confidence,  the  Boston-bas 
Pioneer  Three  mutual  fu 
bought  530,000  shares. 

Not  all  insurers  with  bi 
back  plans  are  ripe  for  pi< 
ing.  S.  G.  Warburg's  Jeffr 
Cohen  dropped  Capital  Ho 
ing,  a  Louisville  multiline 
surer,  from  "add"  to  "ho 
because  of  concerns  abc 
two  businesses  not  related 
property  and  casualty.  Sm 
Barney  Shearson's  Ronii 
Frank  removed  Capital  fr< 
his  buy  list  because  of  f 
fourth-quarter  earninl 
though  he  still  thinks  tl 
stock  is  cheap.    Chris  Roi\ 
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case  you  haven't  noticed, 
iu  no  longer  need  a 
emistry  degree  to  deci- 
de labels  on  many  pack- 
foods.  New  guidelines 
oped  by  the  Food  & 

Administration  should 
designing  a  healthy  diet 
:e  of  cake.  Some  new  la- 
ire  already  in  use,  and 
ansition  will  be  complete 
ly.  Until  then,  seek  out 
iw  labels  to  get  a  better 
)f  what  you're  eating. 
1  can  identify  the  new 

by  the  heading  Nu- 
1  Facts.  They  re 
low   much  of 
l-linked  ingre- 
such  as  cho- 
■ol,  fat,  carbo- 
.tes,  and  sodium 
in    the  product. 
'DA  guidelines 
iased  on  a 


Health 


DIETARY  INFO 

THAT'S  EASIER  TO  DIGEST 


quotient  of  saturated  fat 
would  equal  10%  of  your  30% 
overall  fat  allowance  for  a 
2,000-calorie-a-day  diet.  The 
label  also  breaks  down  what 
percentage  of  carbohydrates 
come  from  fiber  vs.  sugar. 


products  labeled  "light"  or 
"fat-free"  meet  specific  stan- 
dards. Claiming  a  product  has 
"low  cholesterol"  must  mean  it 
contains  two  grams  or  less  of 
saturated  fat  or  cholesterol. 
"Fat-free"   and  "sugar-free" 


SERVING  SIZE 
If  you  eat  double  the 
serving  size  listed,  you 
need  to  double  the  nutrient 


Nutrition  Facts 

Serving  Size  1/2  cup  (1  1 4g) 
Servings  Per  Container  4 


CALORIES 
A  5' A",  1 38-lb.  active  woman 
needs  about  2,200  calories 
each  day.  A  5'  10",  174-lb. 
active  man  needs 
V     about  2,900 


i-calorie 
diet 

up  of 
carbohy- 
s,  30%  fat,  ^ 
L0%  protein— 

recommended 
Jational  Acade- 
:  Science. 

D  labels  use  When  you  cut  down  on  fat,  you 
w   measure       can  eat  more  carbohydrates 

nutrients, 
i  percent  dai 
lues.  This  tells 
ow  much  of  your  dai 
>wance  of,  say,  fat  is  in  a 

food.  So  if  the  daily  val- 
:  total  fat  is  100%  per 
ig,  eating  one  serving  of 
bod  will  use  up  your  fat 
ance  for  the  day. 
HOLE.  Weight  watchers 
nd  it  easier  to  count  cal- 

with  the  new  labels, 
i  list  the  total  calories  as 
is  how  many  come  from 
diich  is  hardest  to  burn, 
dition,  they  identify  sat- 
d  fats,  which  play  a  ma- 
de in  raising  cholesterol, 
caveat:  Trans-fatty  acids 
I  in  margarine  also  raise 
sterol,  but  since  teehni- 

they're  not  saturated, 
re  not  included  as  satu- 

fats.  The  FDA  is  review- 
rhether  to  change  this, 
e  NAS  says  you  should 
10  more  than  10%  of  the 
nmended  total  daily  fat 
ance  from  saturated  fats, 
smber,  your  full  daily 


The  former  aids 
digestion  and 
may  help  reduce 
some  forms  of  cancer, 
while  the  latter  provides 
only  calories.  The  NAS  recom- 
mends an  intake  of  11.5  grams 
of  fiber  per  1,000  calories. 

Serving  sizes,  once  arbi- 
trarily assigned  by  foodmak- 
ers,  will  now  reflect  amounts 
of  a  given  food  the  average 
person  would  eat  at  a  sitting: 
One  can  of  soda  is  now  con- 
sidered one  serving,  for  ex- 
ample, instead  of  two  as  in 
the  past.  These  sizes  are  giv- 
en in  common  household 
measures,  such  as  a  cup  or 
teaspoon,  as  well  as  in  metric- 
measures.  Because  Americans 
get  more  than  enough  pro- 
tein, that  is  not  included  as 
a  daily  value,  says  Ed  Scarbo- 
rough, director  of  the  FDA's 
food  labeling  office. 

The  law  also  mandates  that 


DIETARY  FIBER 

Fruits,  vegetables,  whole- 
grain  foods,  beans,  and  peas 
are  all  good  sources  and  can 
help  reduce  the  risk  of  heart 
s.     disease  and  cancer 


indicate 
that  the 
product  con- 
tains less  than  0.5 
grams  of  fat  or  sugar  per 
serving,  and  "reduced"  means 
it  has  25%  less  of  a  nutrient 
or  calories  than  a  reference 
product.  That  can  apply  to 
the  same  product  group,  such 
as  snack  foods,  and  not  just 
the  same  product. 


Worth  Noting 


■  TAXING  FACTS.  A  free  book- 
let from  T.  Rowe  Price  Asso- 
ciates, Tax  Considerations  for 
Investors,  can  help  you  assess 
investment  strategies  that 
could  cut  your  tax  bill.  The 
guide  covers  capital  gains  vs. 
ordinary  income,  munis,  an- 
nuities, retirement  plans,  and 
more.  Call  800  541-8457. 


Finally,  lor  tin-  first  I  ime, 
foodmakers  can  make  tenta- 
tive health  claims.  A  food  that 
meets  the  criterion  for  "low- 
sodium"  could  bear  a  label 
saying  that  diets  low  in  sodi- 
um may  help  reduce  the  risk 
of  heart  disease. 
KIDS'  TABLE.  Not  all  products 
will  sport  all  of  the  new  la- 
bels even  after  the  May  8 
deadline.  Very  small  compa- 
nies don't  have  to  use  them, 
and  labels  may  be  limited  by 
package  size.  They  will  also 
be  shorter  for  prod- 
ucts made  for 
toddlers.  For 
example,  fat 
content  won't 
appeal-  in  la- 
iels  on  foods 
for  children  un- 
der 2.  Since  they 
need  fat  for  growth, 
its  intake  should 
not  be  restrict- 
ed. Information 
about  fresh 
food  is  volun- 
tary, but  the 
FDA  says  most 
retailers  are  provid- 
ing it. 

The  new  labels 
represent  "a  pub- 
ic health  mile- 
stone," says  Bruce 
Silverglade,  legal 
director  of  the  Center 
for  Science  in  the  Public 
Interest  in  Washington.  He 
expects  the  information  to 
lead  to  more  nutritious  diets 
for  more  people  and,  conse- 
quently, to  substantial  health- 
care savings.  Moreover,  says 
Silverglade,  "the  labels  will 
stimulate  the  development  of 
more  healthful  processed 
foods."  He  sees  it  as  the  per- 
fect marriage  of  marketing 
and  education.       Pant  Black 


■  camping  it  IIP.  All  the  bad 

winter  weather  have  you 
dreaming  of  summer  vaca- 
tion? Plan  ahead  with  a  free 
road  atlas  from  Kamp 
Grounds  of  America.  It  offers 
detailed  road  maps  of  the 
states  and  Canada— and  pin- 
points the  550-odd  KOA  camp- 
sites. A  guide  lists  campsite 
facilities  and  costs.  Call  406 
248-7444  for  information  on 
how  to  get  a  copy. 
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Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Office  Supplies/Equipment 


America  s  Lowest  Priced  ^Snaon 
Office  Supplies  Direct  to  You  "~<j5j5#"~ 


Post-rt 


3M 


™.V'x.V'  Note  Pad 
#654VW 

$C85 

J  I)/, 


iS"  Double  Sided 
Double  Density  Disk 

$£52  bx/10 


n  12042 


□ 


"While  You 
Were  Away" 
Telephone 
Record 
Bonk 
#  44X12 

$J47 

2(10  Sets 


NFinEBRHND1- 


B\/I(KM) 


You  simply  won't  liml  lower  pnces  on  brand  n;une  office  supplies  than  at  Wholesale 
Supply  Company.  <  )ver  c>.otK)  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it.. .or  5%  back  on  your  purchase!  Call  for  details 
and  your  free  cat  ,  g  ±^^2-9162   


Stress  Management 


Resolve  Conflicts! 


Make  Business 
Relationships  Work! 

Assess  Critical  Issues 
Negotiate  the  Options 
Come  To  Agreement 

$34.95 

(Volume  Discounts  Available) 
The  Quadrangle  Press 
21  The  Boulevard,  Newtown  CT  06470 
203-221-1562,  Fax  426-5739  MC/Visa 


Contact  Lenses 


Real  Estate 


"BASICS  OF 
REAL  ESTATE 
INVESTING" 

Proven  Steps  To 

PROFIT 

$29.95  +  $2.97  S&H 

Check  or  Money  Order  to: 

The  Knowledge  Source 

P.O.  Box  21110 
Salt  Lake  City,  UT  84121 

Allow  6-8  weeks  lor  delivery 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH&LOMB    JJJJ  Vfsxxi 

FREE  BROCHURE 

■  ■■■■■■■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Telecommunications/Products 


New  life  for 
your  old  fax! 


Forward  incoming 
faxes  to  any  fax 
machine,  signal  a 
pager  when  a  fax 
arrives,  store  up  to 
60  received  faxes, 
schedule  multiple 
and  delayed  transmissions 
and  much  more  with  the 
FaxBoomerang,  $299.95! 

800-644-6682 


I 


NOVAPLEX 


Business  Opportunities 


H  k  Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 


FREE  Cassette  Tapes:  These  free,  two 
FREE  cassettes  will  explain  how  you  can  start  sev- 

CBSI  486  SX  Computer  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll'free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-4415) 


Home  Furnishings 


FOLDING  GUEST  BED 

The  most  comfortable  cot  you  can  buy 


Open  72"x  32 
Folds  close  5 

"Comfort 
Guaranteed" 


VISA® 


RTA  CO.  1-800-852-4130 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and_quality. 
Send  for F 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  C  Hlngham,  MA  02043 


Business  Services 


TAGUCHI  EXPERIMENTS  SEMINAR 


Engineering,  R&D  and  Quality  Profes- 
sionals: Empower  yourself  with  skill  that 
works.  Learn  how  to  improve  consistency 
of  your  product. 
Attend  our  3-day  seminars  in  Detroit 
area  April  6,  7  &  8,  Aug.  3,  4  &  5  and 

Dec.  7,  8  &  9. 
Instructor  Ranjit  K-  Roy.  Ph.D.,  P.E 

Author  of  A  PKIMEK  '>N  THE  TAdUCHI  MktH<  »l) 

810-642-4560   Fax:  810-642-4609 


-Business  Plans 


Before  you  buy,  borrow, 
franchise  or  expand,  you  need 
a  professionally  written  plan. 
Document  shows  your  objec- 
tives, markets,  financials,  etc. 
Everything  you  need  to  succeed. 

1-800/769-1272 


Audio  Books 


AUDIO  BOOKS! 


Full  length  books  on 
cassette.  Best-sellers, 
mysteries,  his- 
tories— over  900 
titles.  Professional 
narrators.  Easy 
rentals  by  mail. 

Call  now  for  free  catalog 

1-800-638-1304 

Recorded  Books,  Inc. 

270  SkipiJtk  Road.  I'nnct  Frederick.  Ml)  2n<*7K 


800-965-9696  FAX  407-253  5546  | 

KLAf  SUN  >:  I  North  Drive,  M.lbo.m.  Fl  32934 


Direct  Marketing 


TAKE  A  QUANTUM  LEAP  | 
INTO  DATABASE  MARKETI!  ~ 

Do  you  sell  products  or  servic 
to  businesses  &  institutions 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax  ■ 
INFORMATION  PLUS 

Ph:  716/852-2220  Fx:  716/842-6C  | 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWrtter  Draft/Waste  ■• 

Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  avail. 
Ted  Dasher  &  Associate: 

4117  Second  Ave  .  S  Birmingham.  AL  352 
Phcn«:  205/591-4747  F«»:  205/S91-110( 
S0(V«3<MS33 

 ; 


Financial  Services 


OVER  TAXED? 


Our  shocking  book  uncovers  the  tn  I 
about  income  taxes  and  proves  tl 
are  voluntary.  It  provides  ammunit 
to  fight  them  and  win.  Guarante 
Send  SASE  for  free  information. 


Legal  Facts  Publications 
95  Hatahway  St,  Suite  62B 
Providence,  RI  02907 


Travel 


&     CULTURAL  FOLK  TOUF  [ 

"^L      and  Bora  Ozkok  present  16lh  year  tou  ; 

TURKEY 

GREECE  &  EGYPT 

TOURS,  FIT'S,  GROUPS  S  CONVENTION 

1-800-935-8875 


Cable  TV 


FREE  CATALOG!  1-800-345-8 
JERROLD  HAMLIN  OAK  El 

CABLE  TV  DESCRAMBLE 


•  Special  prices'  •  Compare  Our  Low  Fl 
Pnces1  •  Orders  From  Stock  Shipped  Immedir 
•  Guaranteed  Warranties  &  Pricesl 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO  .  INC. 
73257!  Reseda.  Dept  876    Reseda,  CA  91 
For  catalog,  oroeis  &  into    1  -600  345  8| 


DR  AD  RATES  AND  INFORMATION 

mm  BUSINESS  - 

^  WEEK 

BUSINESS  WEEK  MARKET-PLACE 

PHONE  (312)  337-3090 
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"LACE 

100  EAST  OHIO  STREET  SUITE  632 

FAX:  (312)  337-5633  OR  WRITE: 
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CHICAGO,  ILLINOIS  60611 

Career  Opportunities 


% 


o  of  all 
Senior  Executives  are 
Searching  for  a  New  Job 
While  Still  Employed." 

/Job  Bret:,  Ph.  />.,  Cornell  University 

Pm    "IN  SEARCH  OF  THE  PERFECT  JOB  » 
IB    By  Clyde  C.  Lowstuter  and  David  P.  Robeitson.  Thousands 
S(    ( >f  executives  and  senior  managers  have  used  their  strategies 
successfully  to  land  better  jobs.  Accelerate  your  career 
■K    search  and  get  the  job  you  really  want  and  deserve. 
100%  satisfaction  guaranteed. 

*  McGRAW-HILL  *  6th  PRINTING  *  BOOK  SELECTION  CLUB 

-Y  $24.95  plus  S&H,  VISA/MC  •  1-800-398-BOOK...CALL  TODAY! 


iducation/lnstruction 


ALLEGE  DEGREE 

ELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lile  and  Academic 
Experience  *  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

sjfic  Western  University 

00  N  Sepuiveda  Blvd  .  Dept  170 
Los  Angeles,  CA  90049  USA 


ESEARCH  REPORTS 

850  academic  topics  available' 
id  $2  00  for  the  290-page  catalog, 
stom-writtenreportsalso  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave„#206BF, 

Los  Angeles,  CA  90025 
II  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Diversity  Degrees 


>«H  Paced     Home  Study 
ciate  Bachelor  Master  Doctor 

ess  Admin,  Psychology.  Finance, 
Mgmt,  Law,  Paralegal,  xp&st^ 
usiness,  Health  Care,  S^T***^ 
in  Resources  Admin.  ' 
0)477-2254  (24  hrs)  % 
lern  California  University 
ashion-BW,  Tustin,  CA  92680 


irn  MBA  At  Home  [77] 

5. /M.S.  Programs  Also  Available 
siness,  Environmental  Studies,  Computer  Science 
n  students  from  Fortune  500  companies 

CHADWICK 

UNIVERSITY 

earning  not  limited  by  classroom  walls." 
'  free  catalogue  call:  I  -800-767-2423^ 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
edit  for  work  /life  exp.  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

ipt.  569  Mandeville,  LA  70470-4000 


Business  Opportunities 


Free  Video  By 
Top  TV  Star 
Reveals  An 
Amazing  New 
Way  To  Make 
$150,000+ 
Per  Year! 


We're  looking  for  partners  to  oper- 
ate a  unique  financially  oriented 
service  business  in  their  own  city. 
Almost  no  competition  in  a  multi- 
billion  dollar  market.  Can  be  oper- 
ated from  your  home  office  with  a 
personal  computer.  Candidates 
must  be  bondable,  have  outstand- 
ing references,  good  communica- 
tion skills  and  $12,000  start-up 
capital.  No  selling  required.  Begin 
part-time  or  full-time.  For  more 
information  and  a  free  videotape 
hosted  by  our  national  spokes- 
man ROBERT  WAGNER,  call 
my  secretary  (her  name  is 
Lisa  Morgan)  Toll  Free: 
(800)  442-3390,  Mon.-Fri., 
9AM-5PM  CST. 


Presentation  Equipment 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


LASER  POINTER 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power  \ 

•  Range  up  to  100  yds 

•  2  AAA  Batteries  Included 

em: 


P.O.  Box  2712,  San  Ramon,  CA  94583 


«72 

SILVER 

s82 

BLACK 


TOLL  FREE  800-291-5511  DEPT.  7 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  foot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  foot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  Buffet'"  and  ^^^^^f^HHl& 

The  Brass  Bell  Bakery*  popularized  m  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages  Call 
1-800-284-5673  for  franchise      V  PP^' 
information.  Minimum  net  worth    ^|  Hffifrfi£^B>^^ 
$1  million  with  $250,000  liquid      N^T"*~'TiWII  fV  m,Gf  «" 

^  ^whYiYiY>'''M     1  1  Franchising  Syater 


Corporate  Gifts 


Ambassador  Lapel  Flags" 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We  ll  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford,     CT    06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


CELEBRATE 

trA     AN  ANNIVERSARY 


C0MMEM0 

A  TO URN 


CUSTOM  MADE 
TIISJWtMi 
SCARVIS 
CRESTS 


RECOGNIZE 

A  CONTRIBUTION 


(800)  252-5966 
|f  rjp3)3z2-4142,  FAX: (203) 329-7849 
^OCHURE  AVAILABLE  S5. 00 


Financial  Services 


THE  ULTIMATE  IN 
BANKING  &  BROKERAGE 
PRIVACY 

Establish  a  completely  anonymous 
bank  and/or  brokerage  account  for 
asset  protection-financial  privacy 

***  FREE  INFORMATION  **» 
Carl,  Box  609-W 
Lake  Placid,  FL  33852 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


^-"-"^  EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  709 

FAX  1-510-786-1111 


The  Corporate  Choice 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


[No  compromise  in  a  GMC  Truck.  Industrial  strength  or 
handy  take-home  size,  you  get  full  strength.  As  it  has 
been  through  nearly  a  century:  GMC  Truck,  delivering 
the  strengths  of  trucks. 

[What  have  we  done  for  you  lately?  The  1994  GMC 
Sierra.  It's  got  something  you  probably  don  't  expect 
from  a  truck-refined  road  manners. 
[Skeptical?  Understood.  But  put  Sierra  through  its  paces. 


A  vibration-eating  balance  shaft  in  Sierra's  standard 
engine  quiets  your  fears. 

[independent  front  suspension  smothers  road  shock 
before  it  can  reach  you.  While  a  commanding  view  of  th 
road  makes  Sierra  decidedly  uncar-like. 

[When  you  look  into  your  next  truck,  look  into  luxuri- 
ous, take-home-sized  industrial  strength.  To  learn  mor 
about  GMC  Sierra,  call  1-800-GMC  TRUCK. 


OFFICIA L  SPONSokcp^ 

All  Rights  Reserved.  Buckle  up.  Amend! 


Sierra 

•THE  STRENGTH  OF  EXPERIENCE 


C 1994  GM  Corp .  GM.  GMC.  GMC 


Truck  Sierra  and  the  GMC  Truck  logo  are  registered  trademarks  of  General  Motors  Corporation 


IMIiTskkY£E1?lliT? 


>DUCTION 

ie  from  lasl  week:  -0.3% 
ie  from  last  yean  2.3% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  -0.4% 
Change  from  last  year:  8.2% 


Feb  26 
191  0 


236. 


Feb  26 

232.8 


230. 


Feb  1 9 
191  6r 


224. 


218. 


Feb 

1993 


June 
1993 


Oct. 
1993 


Feb. 
1994 


212 


iliininiin.ll 


Feb  19 
233  8r 


Feb 
1993 


June 
1993 


Oct. 
1993 


Feb. 
1994 


production  index  dropped  during  the  week  of  Feb.  26  Seasonally  adjusted 
of  autos,  trucks,  electric  power,  crude-oil  refining,  and  lumber  fell,  while  steel, 
and  rail-freight  traffic  increased.  Data  for  paper  and  paperboard  was 

ilable  Before  calculation  of  the  four-week  moving  average,  the  index  fell  to 
from  190.7,  as  a  loter-than-usual  Presidents'  Day  caused  some  output  declines. 

dex  for  all  of  February  dropped  to  191,  from  192  in  January 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc 


The  leading  index  declined  during  the  week  ended  Feb.  26.  The  sell-offs  in  the 
stock  and  bond  markets  led  the  decline,  but  slower  growth  rales  in  M2  and  real 
estate  loans  also  contributed.  The  rise  in  materials  prices  speeded  up,  and  data  for 
large-business  failures  were  unavailable.  Before  calculation  of  the  four-week  moving 
average,  the  index  plunged  to  229  5,  from  232.8.  For  February,  the  index  stood  at 
232  .7,  down  from  233  9  in  January. 

Leading  index  copyright  1 994  by  Center  tor  International  Business  Cycle  Research 


DDUCTI0N  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

3/5)  thous.  of  net  tons 

1,872 

1,910# 

5.6 

(3/5)  units 

147,135 

151,150r# 

20.9 

S  (3/5)  units 

1 17,750 

121,149r# 

17.5 

IC  POWER  (3/5)  millions  of  kilowott-hours 

59,312 

57,956# 

1.7 

-OIL  REFINING  (3/5)  thous.  of  bbl./doy 

12,780 

12,990# 

-0.6 

2/26)  thous.  of  net  tons 

21,743# 

20,783 

17.1 

BOARD  (2/26)  thous.  of  tons 

NA# 

849.2 

NA 

(2/26)  thous.  of  tons 

NA# 

8300 

NA 

'R  (2/26)  millions  of  ft. 

493.5# 

487.5 

-0.8 

REIGHT  (2/26)  billions  of  ton-miles 

21  6# 

21.5 

4  9 

;s:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
an  Petroleum  Institute  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA!,  Association 
rican  Railroads 

1EIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

ESE  YEN  (3/9) 

106 

104 

118 

AN  MARK  (3/9) 

1.71 

1.70 

1.66 

H  POUND  (3/9) 

1.49 

1.50 

1.43 

H  FRANC  (3/9) 

5.81 

5.79 

5  66 

)IAN  DOLLAR  (3/9) 

1.35 

1.36 

1.24 

FRANC  (3/9) 

1.43 

1.43 

1.53 

AN  PESO  (3/9)' 

3.245 

3.220 

3.1 19 

£$:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
expressed  in  dollars 

ICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

(3/9)  $/troy  oz. 

375.300 

376  950 

15  1 

SCRAP  (3/8)  #1  heavy,  $/ton 

139  50 

139.50 

28.6 

STUFFS  (3/7)  index,  1967=100 

221.8 

221.8 

10  8 

ER  (3/5)  C/lb. 

91  2 

90.7 

-8.3 

INUM  (3/5)  C/lb. 

61.5 

62.0 

13.9 

T  (3/5)  #2  hard,  $/bu. 

3.71 

3.76 

0  8 

>N  (3/5)  strict  low  middling  1-1/16  in.,  C/lb. 

73.15 

74.19 

30.2 

es:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metafs 
Kansas  City  market,  Memphis  market 

Latest 
week 


Week 
ago 


%  Change 
year  ago 


STOCK  PRICES  (3/4)S&P500 


464.83 


468  70 


4  1 


CORPORATE  BOND  YIELD,  Aaa  (3/4) 


7.36% 


7.23% 


-2.6 


INDUSTRIAL  MATERIALS  PRICES  (3/4) 


96  8 


96  6 


-3.2 


BUSINESS  FAILURES  (2/25) 


NA 


324 


NA 


REAL  ESTATE  LOANS  (2/23)  billions 


$414.3 


$418  4r 


2  1 


MONEY  SUPPLY,  M2  (2/2 1)  billions 


$3,529.7  $3,539.0r 


2  5 


INITIAL  CLAIMS,  UNEMPLOYMENT  (2/19)  thous 


3/5 


360 


6  8 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index;  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 

Month 

%  Change 

month 

ago 

year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Feb.) 

191.0 

192.0r 

2.2 

BUSINESS  WEEK  LEADING  INDEX  (Feb ) 

232.7 

233. 9r 

8.2 

EMPLOYMENT,  CIVILIAN  (Feb.)  millions 

122  3 

122  0 

2.3 

UNEMPLOYMENT  RATE,  CIVILIAN  (Feb.) 

6.5% 

6.7% 

-13.3 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

MONEY  SUPPLY,  Ml  (2/21) 

$1,139.0 

$l,139.2r 

10.1 

BANKS'  BUSINESS  LOANS  (2/23) 

281.0 

282.9 

130.5 

FREE  RESERVES  (3/2) 

1,150 

1,041  r 

123  3 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/23) 

151.7 

155.3 

3  5 

Sources:  Federal  Reserve  (in  billions,  except  for  free 

reserves,  which 

are  expressec 

for  a  two- 

week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 

Week 

Year 

week 

ago 

ago 

FEDERAL  FUNDS  (3/8) 

3.24% 

3.31% 

3.02% 

PRIME  (3/9) 

6  00 

6  00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (3/8) 

3.84 

3.74 

J  18 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/8) 

3  76 

3.63 

3.12 

EURODOLLAR  3-MONTH  (3/4) 

3.68 

3  55 

3.08 

Sources:  Federal  Reserve,  First  Boston 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
stern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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E  I 


INVESTMENT  CHALLENGE 


LEADERS 


I  Week  4  ♦  Closing  Values  as  of  3/0 1/94 1 

Here  are  the  leaders  in  the  At  the  end  of  competition, 

Fidelity  Investment  March  3 1 . 1994,  the  partici- 

Challenge.  On  Februan  I .  pant  with  the  highest  equity 

over  5,500  amateur  investors  value  will  win  a  1994  Lincoln 

began  trading  with  a  fictional  Mark  VIII  plus 1 2.0(H)  in  cash. 

"250,000  portfolio.  Over  the  Other  winners  will  win  cash, 

course  of  the  ne\l  2  months,  financial  software  and  Market 

they  will  buy.  sell,  or  short  Master  t-shirts  for  their 

sell  any  stock  listed  on  the  performance. 
NYSE.  AMEX.orOTC. 

THE  TOP  30  AMATEUR  INVESTORS 

Rant  Investor  City.  State  Equity  Value 

1  Mark  A.  Hollander  EICajon.CA  $413,666 

2  Raymond  Olson  Jt  Ocean  Grove.  NJ  $403,963 

3  Eric  Newman  Fairfield,  CT  $357,084 

4  Julia  M.  Russell  Orange  City.  FL  $349,475 

5  Jay  Christiansen  Bradenton.  FL  $349,062 

6  Charles  Fingerman  Monrovia.  CA  $311,010 

7  John  E  Bragdon  Temple  Hills.  MD  $305,670 

8  Paul  Ellison  Clearwater.  FL  $305,267 

9  Perry  Paragamian  Racine.  Wl  $304,531 

10  Sidney  King  Sylmar.CA  $302,862 

11  Ed  Bermudez  Escondido.CA  $302,133 

12  Betty  Rogers  Dallas.  TX  $302,093 

13  William  Babcock  Columbus.  OH  $302,090 

14  Jeff  Wallet  Aromas.  CA  $300,769 

15  Robert  Vaccaro  Millis.MA  $300,634 

16  Dick  Bennett  Overland  Park,  KS  $297,641 

17  James  Simon  North  Andover,  MA  $296,794 

18  Edwin  Comins  Rome.  NY  $296,624 

19  Brian  Boyer  Nazareth.  PA  $296,334 

20  MarkMcMillen  Seattle.  WA  $295,853 

21  Ed  Hoffman  Coconut  Creek.  FL  $295,763 

22  Fred  Blum  Farmington  Hills,  Ml  $295,593 

23  William  Duffy  Joliet.IL  $294,522 

24  Edwin  Soto  Boston.  MA  $294,441 

25  John  Calderone  Glenview.  IL  $293,599 

26  John  Bailliet  Houston.  TX  $292,793 

27  Ron  Black  Redmond.  WA  $292,624 

28  Keith  Edward  Toronto.  ON  $292,142 

29  Henry  Sodke  Austin.  TX  $292,053 

30  Cristopher  Rosado  Floral  Park.  NY  $291,440 

THE  COMPETITION  UP  CLOSE 

Average  Portfolio  Value  $237,049 

Average  Percentage  Increase  -5.19% 

Average  Number  of  Trades  Used  15 

Portfolio  Value  ol  the  100th  Ranked  Account  $274,465 

The  Fidelity  Investment  Challenge  is  Sponsored  By 

Fidelity  Investments 

Discount  Brokerage 

With  Special  Thanks  To 

1  LINCOLN 
^MERCURY 


For  information  on  upcoming  Fidelity  Challenges,  call 

1  800  858.1994  e*i25 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Aeroflot  38 
Agouron 

Pharmaceuticals  112 

Air  Russia  38 

Alliant  Computer 
Systems  34 

Allied  Group  118 

Alpine  Group  109 

American 
Superconductor  109 

Ameritech  108 

Anahold  96 

Apple  Computer  34,  60 

Arizona  Public  Service  112 

Arthur  Andersen  60 

AT&T  60,  110,  113,  118, 
126 

Atlantic  Richfield  104 

Attach  mate  113 

Aurum  Software  113 

Axiom  Management 
Consulting  113 

B 


Baltimore  Gas  &  Electric  36 
BankAmerica  48 
Bell  Atlantic  26,  34 
BellSouth  37 
Ben  &  Jerry's  64 
BMW  88 
Boeing  57,  126 
British  Telecom  34 


Cablevision  Systems  26 
Capital  Holding  118 
Caserta  Group  60 
CDG  96 
CDI  60 

Chase  Manhattan  6 
Chrysler  48,  88 
Columbia  Pictures  96 
Computer  Sciences  113 
Cone  Communications  64 
Conning  118 
Consolidated  Rail  113 
Cosmair  96 
Crocker  National  48 
CS  First  Boston  109 

D 


Data  Race  60 
Del  Electronics  109 
Deutsche  Bank  52 
Donaldson,  Lufkin  & 
Jenrette  43 


Dow  Corning  110 
Dresdner  Bank  52 
Dreyfus  1 16 
Duff  &  Phelps  38 
Dynarad  109 

E 


Ehrenkrantz,  King  & 
Nussbaum  39,  109 


Falcon  Cable  Holdings  26 
Fidelity  Global  Bond  1 16 

Fidelity  Mortgage 

Securities  1 16 
Fidelity  Spartan  Short 

Intermediate  Fund  116 
Fieldcrest  Cannon  48 
First  Interstate  Bancorp  48 
Fleet  Financial  106 
Ford  39 

Frank  Russell  Investment 
Management  108 

Franklin  U.S.  Government 
Securities  1 16 

Frontier  Capital 
Management  116 

Fujitsu  110 

F/X  Concepts  43 

G 


GE  39 

General  Dynamics  39 
General  Re  118 
Gibson,  Dunn  & 
Crutcher  104 

GM  6,  88,  95,  126 

Goldman  Sachs  34 

Gollin/Harris 
Communications  64 

Gramercy  Capital 
Management  109 

Grumman  39 

Guaranty  National  118 

H 


Hariston  104 

H.C.  Wainwright  109 

Hermes  Capital 
Management  109 

Hewlett-Packard  113 

Hitachi  110 

Hoecsht  109 

Honda  36,  88 

Honeywell  39 

I 


IBM  110,  113 
INCO  109 

Invemed  Associates  109 


J.D  Power  6 
John  Hancock  64 


Kamp  Grounds  of 
America  1 19 
Katharine  Gibbs  48 
Kekst  96 
KKR  48 

KPMG  Peat  Marwick  52, 
60 

Kyocera  109 


L'Oreal  96 

Ladenburg  Thalmann  6 

Lancome  96 

Lewin-VHI  30 

Liberty  Financial  116 

Life  Medical  Technology  60 

M 


Maclean  Hunter  48 
Martin  Marietta  39 
McDonald's  64 
McDonnell  Douglas  109 
McKinsey  106 
Members  Only  64 
Mercedes-Benz  88 
Metallgesellschaft  52 
Metropolitan  Life 

Insurance  48 
Microsoft  34 
Midas-International  64 
Midlantic  106 
MMS  International  32 
Monsanto  109 
Morgan  Stanley  39 
Morningstar  Mutual 

Funds  116 
Motorola  6,  48 
N 


NBC  6 
nCube  34 
NEC  110 

Nippon  Telegraph  & 
Telephone  6 
Nomura  Securihes  43 


Oracle  34 
Otis  113 


Pacific  Gas  &  Electric  34 
Paramount 
Communications  48 

PepsiCo  113 
Philip  Morris  64 
Pilgrim  Group  116 
Pioneer  Three  118 
Pirelli  109 

Prudential  Securities  116 
Putnam  Investment  116 


Qantas  38 


Ralph  Lauren  96 

Ralston  Purina  109 

Raytheon  48 

Reynolds  Kendrick 
Stratton  104 

Riggs  National  Bank 
Robertson  Stephens  A 
Rockwell  International 
Rogers  Communicatio 
Roper  Starch 
Worldwide  64 

S 


Saturn  12 
S.G.Warburg  118 
Sears  64 

Sierra  Research  36 

Smith  Barney  Shearso 

Spectrum  Information 
Technologies  60 

St.  Paul  118 
Standard  &  Poor's  11 
Star-Kist  Foods  64 
Strategic  Mapping  31 
Strong  Advantage 
Fund  116 
Sun  Microsystems  HI 
Syncom  108 

T 


Tandon  Capital 
Associates  106 

TAT  European  Airiines 

TCI  26 

Tele-Communications 
Teradata  113 
Texas  Instruments  11C 
The  Gap  46 
Time  Warner  34 
Toyota  88 

T.  Rowe  Price  116,  11 
Twentieth  Century  Fox 

u 


Unurr.  118 
USAir  38 
U.S.  Robotics  60 
US  West  34 


Vanguard  Municipal  S 
Term  Fund  1 16 

Vantive  113 

Visa  118 

VLSI  Technology  14 
W 


Wells  Fargo  48 
Whirlpool  113 

X 


Xerox  34 


vestment  Figures  of  the  Wee 


MENTARY 

i  meandered  all  week,  await- 
e  resolution  of  the  battle  in 
ind  market  over  the  direction 
•rest  rates.  Rates  appeared 
silize,  though  at  higher  levels 
iefore  the  Federal  Reserve's 
I  announcement  of  a  mone- 
ghtening  in  order  to  ward  off 
on.  The  markets  haven't  fig- 
>ur  yet  whether  Chairman 
ispan  is  boxing  with  a  phan- 
r  whether  inflation  is  a  real 
soon  to  emerge  in  full  force, 
hey  do,  markets  will  perform 

My- 


STOCKS 

Mar.      Sept.      Mar      Mar.  3-9 


■Ui 


52-week  chang 

+2.3% 


BONDS 

Mar.     Sept.     Mar.     Mar  3-9 


ttr 


46706 

465      1 500 


1 -week  change 
+0.5% 


460      1 400 


455  1300 


52-week  change 
-2.0% 


THE  DOLLAR 

Mar.      Sept      Mar      Mar  2-9 


1499  52 

1 490  90 


1  -week  change 
-0.7% 


52-week  change 
0.0% 


1-week  change 
+0.7% 


RKET  ANALYSIS 


%  change 


STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
ZE  COMPANIES  (S&P  MidCap  Index) 
.  COMPANIES  (Russell  2000) 
)MPANIES  (Russell  3000) 

3853.4 
181.1 
266.4 
270.5 

0  6 

1  0 
1.4 
0  6 

10.8 
9.9 

15.9 
3  8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
SUP  500  PRICE/EARNINGS  RATIO 

3.61% 
6.84% 
2.47% 
21.2 

3.55% 
6.77% 
2.48% 
21.1 

3.03% 
6.75% 
2.72% 
23.7 

iIGN  STOCKS 

Latest 

%  change  (1 
Week 

seal  currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

466.2 
46.6% 
0.41 
1.67 

466  0 

47.6% 

0.53 

1.66 

Positive 
Neutral 
Positive 
Positive 

DN  (FINANCIAL  TIMES  100) 
)  (NIKKEI  INDEX) 
NT0  (TSE  COMPOSITE) 

3246.7 
19,839.2 
4444.5 

0.0 
0.5 
1.9 

9  8 
11.1 
25.1 

DUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

t-WIEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

SPITAl  MANAGEMENT 

15.6 

107.6 

COLUMBIA/HCA  HEALTHCARE 

18.3 

129.6 

435/e 

^CONDUCTORS 

13  2 

43  8 

NATIONAL  SEMICONDUCTOR 

31.9 

106.7 

23V4 

GINEERING  AND  CONSTRUCTION 

13.0 

23.1 

FOSTER  WHEELER 

14.7 

46  2 

437'8 

0D  CHAINS 

12.1 

5  0 

AMERICAN  STORES 

20  2 

28  4 

5  1  y8 

ECIALTY  APPAREL  RETAILERS 

11.2 

-3  8 

CHARMING  SHOPPES 

15  4 

-19.2 

131/8 

1-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

REBUILDING 

-14.0 

9.9 

CENTEX 

-19.8 

10  6 

33  7  s 

(LINES 

-13  0 

1  3 

USAIR  GROUP 

-35.7 

-43.1 

9 'A 

LLUTI0N  CONTROL 

-  10  4 

-24.7 

WMX  TECHNOLOGIES 

-13.8 

-32  4 

25 

L  AND  GAS  DRILLING 

-9.0 

-8.8 

ROWAN 

-12  5 

176 

7 

UGS 

-8.1 

7  3 

ELI  LILLY 

-9  7 

3.4 

53 'A 

TUAL  FUNDS 


>ERS 

»eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

RR ILL  LYNCH  TECHNOLOGY  A 

12.3 

NEWPORT  TIGER 

-12.5 

IELITY  SELECT  ELECTRONICS 

9  6 

SCUDDER  PACIFIC  OPPORTUNITIES 

-1 1.8 

IELITY  SELECT  COMPUTERS 

9  2 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

-11.5 

iek  total  return 

% 

52-week  total  return 

% 

(INGT0N  STRATEGIC  INVESTMENTS 

UDDER  LATIN  AMERICA 

)RGAN  STANLEY  INSTL.  EMERGING  MARKETS 

132.6 
77.7 
77.5 

PILGRIM  CORPORATE  UTILITIES 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
FORUM  INVESTORS  STOCK 

17  8 
-15.9 
-12.3 

■  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 

I  I    Average  fund 

52-week  total  return 


EE 


TIVE  PORTFOLIOS 


■r  amounts 
ssent  the  present 
8  of  Si 0,000 
sted  one  year  ago 
ich  portfolio 

intages  indicate 
Jay  total  returns 


Foreign  stocks 
$13,656 

-1.95% 


Gold 
$11,484 

-1.36% 


yy 


Treasury  bonds 
$10,632 

-0.48% 


0 

U.S. stocks 
$10,490 

+0.31% 


DRI/McGRAW-HILL 


llll 


Money  market  fund 
$10,206 
+0.04% 


ta  on  this  page  are  as  of  market  close  Wednesday,  Mar.  9  1  994,  unless  otherwise  indicated.  Mor.  8.  Mutual  fund  returns  are  as  of  Mar  4.  Relative  portfolios  are  vaiued  as  of  Mar  8.  A  more  detailed 
y  groups  include  S&P  500  companies  only;  performance  ana  shore  prices  are  as  of  market  close        explanation  of  this  page  is  available  on  request 
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CHINESE  DISSIDENTS  FIND 
FREEDOM— IN  BUSINESS 

^  ■  firmly  believe  that  business  is  the  ultimate  force  for 
H  democratic  change  in  China.  Economic  expansion  is 
H  teaching  people  they  can  have  a  better  life.  Everyone 
is  a  capitalist  in  China  now." 

A  few  bons  mots  from  your  Chinese-American  Chamber  of 
Commerce?  No,  these  are  the  words  of  Li  Lu,  an  exiled 
Tiananmen  Square  student  leader.  Li  is  getting  both  a  law 
degree  and  an  MBA  at  Columbia  University.  Many  of  the 
students  who  protested  in  1989  are  now  entrepreneurs  in 
Guangdong  province,  where  a  huge  new  market  economy  is 
being  built.  Yuppie  greed,  Chinese-style?  Not  exactly.  "You 
have  freedom  in  business  in  China,"  says  Li. 

When  Secretary  of  State  Warren  M.  Christopher  arrives  in 
Beijing,  he  should  bear  in  mind  that  many  of  the  best  and 
brightest  of  China's  new  generation  are  seeking  their  freedom 
as  well  as  their  fortunes  in  China's  booming  market  economy. 

The  "in-your-face"  detention  of  14  dissidents  right  before 
Christopher  arrives  in  Beijing  to  discuss  human  rights  and  re- 
newal of  China's  most-favored-nation  trade  status  is  a  clear 
affront  to  the  U.  S.  Revoking  MFN  is  the  obvious  response. 
That  would  choke  off  over  90%  of  Chinese  exports  and  cost 
China  most  of  its  foreign  exchange  earnings.  Of  course,  Boe- 
ing Co.  and  other  U.  S.  corporations  would  also  be  hit. 

But  the  greatest  penalty  would  fall  on  the  most  democrat- 
ic elements  within  China— the  young  ex-radicals  and  the  mil- 
lions of  others  building  new  lives  in  business.  The  drive  for 
rule  of  law  and  freedom  of  information  is  greatest  among 
the  players  in  the  market  economy.  The  greatest  status  sym- 
bol in  Shanghai  is  the  cellular  phone.  Despite  government  ef- 
forts to  crack  down  on  satellite  dishes,  the  flow  of  information 
along  the  coast  is  virtually  free  today.  One  of  China's  most  cel- 
ebrated dissidents,  Wang  Dan,  even  carries  a  beeper. 

Foreign  investors  are  calling  for  the  creation  of  a  legal  sys- 
tem with  binding  contracts,  property  rights,  and  courts  to  ad- 
judicate disputes.  These  are  precisely  what  the  political  dis- 
sidents seek  in  their  quest  for  greater  human  rights. 

China's  rulers  fear  losing  control  to  a  rising  middle  class. 
Locking  up  a  handful  of  dissidents  is  their  desperate  way  of 
holding  back  the  tides  of  change.  The  Clinton  Administra- 
tion should  side  with  the  business  revolutionaries  in  China.  Re- 
voking MFN  won't  do  this. 


NOT  YOUR  FATHER'S  OLDS, 
NOT  YOUR  FATHER'S  OKU 

General  Motors  has  finally  done  it,  but  does  it  really 
"get"  it?  The  new  Oldsmobile  Aurora  is  definitely 
not  your  father's  Oldsmobile.  With  its  tubular  styl- 
ing, leather  seats,  multivalve  engine,  and  quiet,  solid  ride, 
the  Aurora  is  bound  to  give  the  Lexus-Infiniti-BMW-Mer- 
cedes  luxury  bunch  a  run  for  the  money.  Furthermore,  it 


is  priced  several  thousand  dollars  below  the  competiti 
But  before  Olds  managers  finish  their  champagne,  t 
should  remind  themselves  of  one  simple  fact:  The  sua 
Olds  has  had  in  putting  together  a  team  from  engineer 
design,  marketing,  and  manufacturing  to  work  toget 
from  concept  to  launch  is  surprising  only  in  the  contex 
fief-ridden  GM  (page  88).  This  concurrent  engineering  is 
hat  to  the  Japanese.  Chrysler  has  built  its  comeback 
the  concept. 

Ditto  on  the  self-congratulations  for  listening  to  consum 
The  Aurora  team  held  focus  groups  all  over  the  countr; 
find  out  what  people  wanted  in  a  luxury  automobile  be: 
they  designed  the  car.  Smart,  but  again,  this  is  remark; 
only  in  the  context  of  its  being  so  rare  inside  GM.  The  £ 
company  has  had  a  long  history  of  ignoring  consumer  ir 
until  the  final  stages  of  development,  when  it  is  often  m 
too  late  to  make  a  difference. 

The  Aurora  is  GM's  first  success  in  internalizing  less 
learned  from  developing  Saturn.  Now  it  must  race  to  spr 
the  news  throughout  its  other  divisions.  Time  is  rum 
out.  The  $2,000  price  advantage  U.  S.  carmakers  now  h 
over  their  Japanese  rivals  won't  last  forever. 


DON'T  LET  WASHINGTON 
PLAY  'I  SPy  ON  YOU 

Will  the  Information  Superhighway  enable  the 
eral  government  to  become  a  high-tech  sr 
on  a  scale  undreamt  of  in  George  Orwell's  w 
nightmares?  For  those  who  believe  in  the  Fourth  Ami 
ment's  promise  that  citizens  shall  be  "secure  in  their 
sons,  houses,  papers,  and  effects,"  the  latest  rumblings 
ominous. 

The  Clinton  Administration  is  pushing  two  bad  ideas 
over  from  President  Bush:  the  Digital  Telephony  Initia 
and  the  Escrowed  Encryption  Standard  (EES),  knowr 
the  code  name  "Clipper"  (page  37). 

Take  the  telephone  initiative.  Under  current  law,  the  ; 
ernment  can  obtain  phone  records  without  a  warrant  and 
even  trace  all  local  calls.  The  proposed  legislation  all 
law  enforcement  and  intelligence  agencies  to  trace  call 
they  are  made. 

Clipper  is  worse.  The  government  is  offering  busine 
new  system  for  encrypting  computer  data  files,  data  tr 
missions,  and  voice  telephone  calls  to  protect  it  from  hac 
and  industrial  spies.  But  built  into  the  encryption  comp 
chip  is  a  trapdoor  called  the  Law  Enforcement  Access  F 
which  gives  the  Federal  Bureau  of  Investigation  and 
National  Security  Agency  a  way  to  decode  messages. 

Corporate  reaction  to  Clipper  is  overwhelmingly  hot 
First,  Clipper  requires  a  special  chip,  meaning  that  enc 
tion  cannot  simply  be  written  into  new  or  existing 
grams.  Second,  the  trapdoor  would  give  the  governr 
enormous  snooping  power  over  corporate  life. 

Wise  citizens— corporate  and  individual— should  heed  Tl 
as  Jefferson's  advice  to  remain  eternally  vigilant  againsi 
overreaching  government. 
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Some  of  our  best  ideas  on  service  will  never  fly 


Our  international  chefs  are  firmly  grounded  in  the  fine  art  of  providing  you  with  outstanding  cuisine.  At  British 
Airways,  our  idea  of  service  starts  long  before  you  ever  take  oft.  Whether  it's  our  staff  on  the  ground  or  our  crew  in  the 
air,  you'll  receive  the  same  high  level  ot  attention.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


BRITISH  AIRWAYS 


The  world's  favourite  airline8!^^ 


Finally, 
That  Acti 
Speak  F 


ovv  do  you  spot  a  real  breakthrough  in  an  industry  where  you  do  right  now  with  a  mouse  or  a  keyboard.  You 

everybody  is  claiming  everything  is  a  breakthrough?  navigate  through  Windows,  launch  your  applications, 

Just  look  lor  technology  that's  as  useful  as  the  enhanced  documents,  underline  text.  You  can  paste  voice  me; 

audio  capabilities  on  the  Compaq  Deskpro  XE.  With  these  into  documents  and  send  them  to  others  over  the  net 

features,  you  can  use  voice  commands  to  do  a  lot  of  what  or  on  a  disk.  And  the  new  proofreader  feature  will 
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Need  to  match  all  of  your  people  with  all  the  data 
they  need?  Now  with  ACCESSWORKS~you  can 
do  it  with  a  simple  command.  So  data  that's  anywhere 
can  be  data  that's  everywhere.  Making  the  most  out  of 
technology  you  already  have.  Add  in  PATH  WORKS™  and 
even  seemingly  incompatible  networks  will  work  together. 
All  seamlessly,  totally  integrated.  And  when  it's  running  on 
Alpha  AXP  —  the  fastest  microprocessor  on  the  planet  — 
you  can  manage  everything  at  blazing  speed 
Matchless  technology  from  Digital.  So  easy  to  use 
so  easy  to  own.  Today.  To  find  out  how  Open  Client/Server 
can  take  some  of  the  heat  off  your  business 
mm^^m*  talk  to  the  people  at  Digital 


New  PATHWORKS"" 
ManageWORKST  software 
will  manage  previously 
incompatible  networks 
with  one  simple,  single 
set  of  commands. 
Shown  running  on  the 
64-bit,  150Mhz 
DECpd"AXP150. 


CALlrDIGITAL 


WHEN  A  LAWYER  AT  GM'S 


HQ  IN  ZURICH  IS  WORK- 


ING    ON     A  DOCUMENT 


IN    CONJUNCTION  WITH 


STAFF  IN  LONDON.  PARIS 


AND  ANTWERP.  ALL  HAVE 


ACCESS    TO    THE  SAME 


INFORMATION  VIA  NOTES 


AND    WITH    NOTES,  ALL 


TEAM       MEMBERS  CAN 


CONTRIBUTE   AND  KEEP 


UP  TO  DATE 


To  aggressively  meet  the  challenges  of  competing  in  a  "Unified  Europe,"  Ge 

Central  to  this  new  structure  is  Lotus  Notes,  trj 

GENERAL  MOTO 
UNIFY  EUROPE.  HOT 


GM  Europe  is  as  large  and  complex  as  some 
countries.  With  over  100.000  people,  plus  6,500  dealers 
it  operates  across  18  languages  and 
countless  networks.  With  multinational 
divisions  including  Opel,  Vauxhall  and 
Saab,  GM  boasts  two  of  the  fastest 
growing  car  lines  in  Europe. 


Lotus  Notes""1  unique  teamwork  capabilities  and 


rich  data  management  facilities  allow  GM  to  carry 
time-sensitive  contractual  and  developmental  wc 
by  teams  dispersed  across  the  continent.  To  sh; 
financials.  To  improve  manufacturing  standard: 
To  upgrade  dealer  service.  To  track  market  trer 
And  finally,  to  accelerate  key  business  processe 
According  to  Pat  Hickey,  GM  Europe's  OI! 
Information  Manager,  "Notes  is  the  forum  for  exchar 


•In    snada  call  I  -800-GO-LOTUS  iiMEurope  worked  with  Lotus  Business  Partner  EDS  Contact  lane  Bamford  EDS  Technical  Products  Division.  Wavendon  Tower  Wavendon.  Milton  Keynes  MK17 

All  rights  reserved  Lotus  Notes  and  Working  Together  are  registered  trademarks  of  Lotus  L 


GM  SALESPEOPLE  CARRY 
LAPTOP  COMPUTERS  WITH 
LOTUS  NOTES  WHEN  THEY 
MAKE  A  CALL,  THEY  CAN 
RECONNECT  TO  MAKE  SURE 
THEY'RE  DEALING  WITH  THE 
LATEST  PRODUCT  INFORMA- 
TION. AT  THE  SAME  TIME,  ANY 
ISSUES  THAT  ARISE  IN  THE 
FIELD  CAN  BE  COMMUNICATED 
THROUGH  NOTES  SO  PEOPLE 
BACK  AT  HEADQUARTERS 
CAN  REACT  QUICKLY. 


Europe  has  streamlined,  with  the  help  of  EDS,  a  Lotus  Notes  Business  Partner. 
Df  a  new  category  of  software  called  groupware. 

USES  NOTES  TO 
G  IS  YOUR  PROBLEM? 


tion  and  ideas  to  make  us  more  competitive, 
ig  it  is  one  of  the  most  popular  decisions  we've 
ide." 

day.  operations  are  so  efficient  that  the  entire 
an  continent  is  run  from  a  central  office  of  just 
Dple  and  so  effective  that  General  Motors  has 
rom  #5  in  Europe  to  #2  over  the  last  few  years. 
>w  plans  are  underway  to  get  approximately 


40,000  Notes  users  on  line  in  the  US  by  1996. 
Evidently  what's  good  for  General  Motors  Europe, 
is  good  for  America. 

To  learn  what  Lotus  Notes  can  do  for  your  com- 
pany, call  for  our  free  video:  The  Executive  Guide 
to  Lotus  Notes.  Or  to  find  out  about  becoming  a 
Lotus  Authorized  Business  Partner,  BFiiilicfl 
call  1-800-828-7086,  ext.  9524*      Working  Together 


8.  In  the  USA.  contact  Candice  Gannon  EDS,  905  Southland  1028  Lansing,  Michigan  48910,(517)885-3502  ©1994  Lotus  Development  Corporation  55  Cambndge  Parkway,  Cambridge  MA  02142 
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NUMBER  3364 


BusinessWeek 


MARCH  28,  H  „ 


The  Business  Week  1  □  □  □ 


63  THE  NIMBLE  GIANTS 

Who  says  the  big  have  to  be  slow? 
Facing  lean  times  and  grinding 
competition,  some  of  America's 
largest  companies  have  rapidly 
reinvented  themselves.  And  the 
payoffs  are  already  rolling  in 


69  PUMPED-UP  SMALL  FRY 

These  companies  have  sales  under 
$150  million  but  still  make  the  list 
72  A  CORPORATE  REAWAKENING 

The  U.S.  economy  is  bouncing 
back— and  so  are  profits,  which  rose 
23%  last  year  for  the  BW  1000 


80  THE  BW  lOOO  TABLES 

The  ultimate  ranking  of  Corporate 
America:  By  market  value,  plus  a 
wealth  of  other  financial  data 
128  THE  ALPHABETICAL  INDEX 

If  you  know  the  name,  you  can 
look  up  the  numbers 


Top  of  the  News 


26  THEIR  CUP  STILL  RUNNETH  OVER 

Many  CEOs  will  rake  in  record  pay 
this  year— thanks  to  the  recovery, 
the  market,  and  stock  options 

28  STUCK  IN  THE  SLOW  LANE 

The  Japanese  have  started  to  hit  the 
Info  Superhighway,  but  look  out 

29  AND  THEY  CALL  IT  UNITED 

The  Machinists  hobble  the  buyout 

30  GE  GETS  ROUGH  WITH  KEMPER 
It's  eager  to  put  its  cash  to  work 

31  WAR  CLOUDS  FOR  ARMS  MAKERS 
The  big  guns  aim  for  each  other 

32  COMMENTARY 

Cable  must  loosen  its  hardware  hold 


34  INTANGIBLE— BUT  STILL  TAXABLE 

States  eye  intellectual  property 
34  WHO  FOOTS  THE  BILL  FOR  ALIENS? 

Florida  is  suing  Uncle  Sam 
36  STICKY  FINGERS  FRENZY 

The  uphill  battle  against  retail  theft 
38  THE  CHECK'S  NOT  IN  THE  MAIL 

Post  Office  cost-cutting  is  a  flop 
40  IN  BUSINESS  THIS  WEEK 

Aldus  and  Adobe,  Lotus,  Superfund, 
Nabisco,  Checkers,  Harvard 
Business  Review,  Northwest 

International  Business 

46  ITALY 

The  politics  of  reform  is  proving  to 
be  good  for  business,  too 


50  MEXICO 

The  kidnapping  of  Banamex' 
president  deepens  the  sense  of  crisis 
53  INTERNATIONAL  OUTLOOK 

Rolling  out  the  red  carpet  to  the 
East,  one  centimeter  at  a  time 

Economic  Analysis 

20  ECONOMIC  VIEWPOINT 

Becker:  Fewer  benefits  for  seniors 

22  ECONOMIC  TRENDS 

Greenspan's  inflation  fears,  swings 
in  currency  markets,  risk-averse 
investors,  a  drop  in  layoffs 

23  BUSINESS  OUTLOOK 

Don't  lose  any  sleep  over  long-term 
interest  rates 


4  BUSINESS  WEEK/MARCH  28,  1 994 


 ** 


8  TRAINING  FOR  THE  MILLENNIUM: 
MOTOROLA  HAS  SEEN  THE  FUTURE, 
AND  IT'S  QUALITY  WORKERS  AS  WELL 
AS  PRODUCTS.  RESULT:  AN  AMBITIOUS, 
GLOBAL  EMPLOYEE-EDUCATION  PLAN 


148  ROBERT  RUBIN'S  CAPITAL  GAIN: 

THE  ECONOMIC  POLICY  ACE  MAY  BE 
HEADED  FOR  A  CABINET  POST.  BUT 
WILL  HIS  SELF-EFFACING  STYLE  WORK 
IN  THAT  PRESSURE  COOKER? 


46   ITALIAN  RENAISSANCE? 

CRITICAL  ELECTIONS  THIS  MONTH-AND 
REFORMS  IN  THE  WAKE  OF 
CORRUPTION  SCANDALS-MAY  HELP 
SPARK  AN  ECONOMIC  REVIVAL 


Government 

3  WASHINGTON  OUTLOOK 

Whitewater  is  having  a  corrosive 
effect  on  the  Clinton  team 

Media 

6  NOT  JUST  INK-STAINED  WRETCHES 

Tribune  Co.  gets  multimedia  fever 

Social  Issues 

4  EYE  OF  NEWT,  TOE  OF  FROG . . . 

Homeopathy  rises  in  the  U.S. 

The  Corporation 

16  MBAs  BOUNCE  BACK 

Even  so,  it's  not  the  frenzied  '80s 

People 

\a  BOB  RUBIN,  CONSENSUS-BUILDER 

Economic  policy  without  the  ego 

Finance 

10  TIME  TO  TAKE  A  LOAD  OFF? 

Selling  funds  with  up-front 

commissions  is  an  uphill  slog 
12  NO  FUTURE  FOR  RISK 

New  capital  guidelines  for  insurers 
»4  LINING  UP  FOR  HOME  BANKING 

Nonbanks  want  in  on  the  action 
»6  INSIDE  WALL  STREET 

The  main  chance  in  the  mainstream 

A  big  gulp  of  software 

Sharper  images  on  the  MRI  screen 

17  INVESTMENT  FIGURES  OF  THE  WEEK 


Science  &  Technology 

158  MOTOROLA'S  SECRET  WEAPON 

It's  ballooning  its  commitment  to 
employee— and  supplier— learning 
160  NOW,  MOTOROLA  JUNIOR  HIGH 

Working  arm-in-arm  with  schools 

165  DEVELOPMENTS  TO  WATCH 

Tougher  teeth,  Soviet  nuke  plants, 
algae,  holograms,  spider  silk 

Information  Processing 

166  SERVERS:  A  PC  MONEY  MACHINE 

Computers  that  control  networks  of 
PCs  are  where  the  action  is 


146  THE  SELLING  OF  A  B-SCHOOL  GRAD: 
BUSINESS  WEEK  POUNDS  THE 
PAVEMENT  WITH  SOON-TO-BE-MINTED 
MBA  NICK  HALL,  THROUGH 
INTERVIEWS,  OFFERS,  AND  PARTIES 


168  INFO  HIGHWAY  JOYRIDE 

Suddenly,  Newbridge  Network's 
sales  are  in  overdrive 

The  Workplace 

171  COMMENTARY 

Why  universal  health  coverage  is 
smart  medicine 

Sports  Business 

178  THE  GLOBETROTTERS'  NEW  SPIN 

Ex-player  Mannie  Jackson  is  out  to 
restore  the  magic 

Personal  Business 

180  COMPUTERS:  Cruising  the  Internet 
SMART  MONEY:  ARM  funds 

TAXES:  Forget  baffling  the  IRS 
REAL  ESTATE:  Monitoring  builders 

Features 

6  UPFRONT 
12  READERS  REPORT 

14  CORRECTIONS  &  CLARIFICATIONS 

15  BOOKS 

Sadker  and  Sadker:  Failing  at 
Fairness:  How  America's  Schools 
Cheat  Girls 

187  BUSINESS  WEEK  INDEX 

188  INDEX  TO  COMPANIES 
190  EDITORIALS 

Let  Japan  save  face  on  trade 
Motorola  U.  has  a  lesson  for  all 
Keep  the  Info  Highway  clear 


ess  Week  (ISSN  0007-7 1  35)  published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill  Inc  Executive,  Editorial,  Circulation,  ond  Advertising  Offices:  1221  Avenue  ol  the  Americas,  New  York,  N.  Y.  1 0020. 
subscriber  rate  $46  95/year,  Canada  CDN  $69/year  Second-class  postage  paid  at  New  York,  N.  Y  ,  and  at  additional  mailing  offices.  Postage  paid  at  Montreal,  P  Q  Canada  Post  International  Publications 
Product  Sales  Agreement  No.  246484  Postmaster:  Send  address  changes  to  BUSINESS  WEEK.  P  O  Box  430,  Hightstown,  N  J.  08520 


BUSINESS  WEEK/MARCH  28,  1 994  5 


TALK  SHOW 
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It  happened  to  farmers  100  years  ago.  It  happened  m 
sweatshop  workers  at  the  early  part  of  this  century.  I 

NOW  it's  US.  -Morgan  Stanley's  Stephen  Roach  on  the  G-7  jobs  sul 
mit  and  governments'  inability  to  address  structural  workplace  change! 
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SIGHTINGS 


PEACE  PARLEY — OR  JUST 
TAKING  A  LUNCH,  GUYS? 


Wall  Street  seems  to 
think  Seagram  is  about 
to  pounce  on  Time  Warner. 
But  if  Edgar  Bronfman  Jr.'s 
lunch  plans  are  any  indication, 
that  could  be  wishful  think- 


wants  to  buy  up  to  15%.  "This 
was  created  totally  out  of 
whole  cloth,"  he  says  of  the 
rumors.  He  and  Levin  try  to 
meet  once  a  month,  says 
Bronfman.  And  this  one  fell 
the  same  week  that  USA  To- 
day columnist  Dan  Dorfman 
reported  new  rumblings  about 
Seagram's  intentions.  The 
speculation  drove  Time  Warn- 
er's stock  up  3'A  points  to  411/), 
from  Mar.  14-16. 


Still,  any  friendly  exchange 
between  Bronfman  and  Levin 
is  significant.  Relations  be- 
tween them  chilled  after  Time 
Warner  adopted  an  antitake- 
over plan  on  Jan.  20.  Levin 
gave  Bronfman  scant  warning 
about  the  move,  angering  the 
Seagram  scion.  Now,  just  back 
from  a  honeymoon,  Bronfman 
seems  more  conciliatory. 
Nonetheless,  while  he  was 
away,  he  authorized  Seagram 
to  boost  its  stake  from  11.7% 
to  13.1%.  Mark  Landler 


VIETMANIA 


BRONFMAN  AND  LEVIN:  The  big 

question  is  who  picked  up  the  check 


|2 
•j  < 
so 

3  □ 


ing.  Bronfman,  who  is  presi- 
dent of  Seagram,  broke  bread 
with  Time  Warner  Chairman 
Gerald  Levin  on  Mar.  15. 
Bronfman  won't  share  details 
of  their  conversation,  but  says 
it  was  positive.  Time  Warner 
declines  comment. 

Bronfman  insists  the  lunch 
was  unrelated  to  rumors  that 
Seagram  may  make  an  offer 
or  wage  a  proxy  fight  for  con- 
trol of  Time  Warner.  He  reaf- 
firms his  assertion  that  he's 
a  friendly  investor  who  only 


DELTA  MAY  FLY  THE  MEKONG  DELTA 


(    "    •  line 

-Din?, -Ho  Chi 


Delta  may  add  a  sunny 
new  destination  to  its 
route  structure:  Vietnam. 
Now,  with  bilateral  trade  set 
to  restart  between  the  two 
countries,  Delta  Air 
Lines  has  leap- 
frogged its  U.  S. 
rivals  for  entry 
to  the  market. 
A  recently 
signed  letter 
of  intent  com- 
mits Delta  and 
Vietnam  Air-  " 
lines  to  explore 
joint  ticket  sales 
and  other  venture 
including  carrying  each 
other's  passengers  and 
freight,  according  to  Delta. 

The  potential  link  puts  Del- 
ta ahead  of  United,  Continen- 


Minn  City 


tal,  and  Northwest,  which 
have  applied  for  rights  to  fly 
into  Vietnam.  Delta  has  been 
talking  with  the  Vietnamese 
since  the  summer  of  1993, 
when  they  sent  a 
delegation  to  At- 
lanta as  part  of 
a  U.  S.  tour  to 
drum  up  busi- 
ness interest. 

Until  Viet- 
nam's airspace 
■  is  cleared  for 
U.  S.  airliners, 
though,  Delta  is 
>arred  from  mak- 
ing direct  flights 
there.  As  an  interim  meas- 
ure, it  would  have  to  transfer 
passengers  to  Vietnam  Air- 
lines at  a  stopover  such  as 
Taiwan.  David  Greising 
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PENSION  CASSANDRA5  SAY  too  many 

of  Corporate  America's  pension  plans  are  in  se- 
rious trouble.  The  50  largest  underfunded  plans 
are  seeing  the  gap  widen  fright- 
eningly  between  their  promised 
retirement  benefits  and  the  money 

IN  REALITY,  this  problem  isn't 
as  bad  as  it  looks.  The  under- 
funding  leaped  because  Wash- 
ington bases  its  calculation  large- 
ly on  interest  rates,  which  went 
down  in  1992.  Technically,  since 
plans'  investment  returns  are  lower,  their  deficits 
grow.  When  rates  go  up  again— as  they  are  do- 


set  aside  to  pay  for  it  all.  The  gap  went  from 
$38  billion  in  1991  to  $53  billion  in  1992. 
Alarmed,  the  Clinton  Administration  wants  Con- 
gress to  require  that  companies 
speed  up  contributions  to  ailing 
plans  and  erase  deficits. 

ing  now— the  gap  will  narrow. 
Also,  the  amount  of  assets  that 
plans  will  need  to  meet  future 
obligations  is  often  overstated, 
based  on  forecasting  pay  hikes 
greater  than  5%  a  year.  But  ac- 
cording to  Towers  Perrin  consultants,  employers 
gave  salary  hikes  averaging  just  4.2%  in  1993. 


PUBLIC  OPINION 


INVESTOR 
GO  HOME 


BUSINESS  UNIONS 
EXECS 


FORE:* 
iNVE'i: 


PERCENT  SAYING  THESE  ARE  A  BAI 
INFLUENCE  ON  THE  ECONOMY 


U.S.   37%  37% 


CANADA  24 

MEXICO  10 

ITALY  32 

GERMANY  14 


48 
13 
41 
17 


53. 
25 
\A 
21 


DATA:  TIMES  MIRROR  CENTER 
EOR  THE  PUBLIC  &  THE  PRESS 


Xenophobia  remains 
stranger  to  Americ 
A  new  survey  of  N 
American  and  European  at 
tudes  finds  that  53%  of  thl 
polled  in  the  U.  S.  think  I 
eign  investment  is  bad  for  I 
economy  (table).  Only  33^4 
Americans  think  foreign  I 
vestment  in  America  is  gel 
according  to  the  surveyp 
which  10,018  people  in  ni 
countries  were  interviewed! 
the  Times  Mirror  Center  »: 
the  Public  &  the  Press.  I 
contrast,  antiforeign-inves? 
sentiment  elsewhere  xjt 
much  more  muted.  "The  w# 
'foreign'  has  a  more  forel 
ring  here,"  explains  Andrv 
Kohut,  the  center's  directa 
What  about  homegrol 
business  executives?  In  1 
U.  S.,  locus  of  the  dowmz 
ing  mania,  the  percental 
who  view  them  as  a  bad  a 
fluence  on  the  economy! 
higher-37%,  vs.  44%  pi 
exec— than  elsewhere.  But  a 
bor  organizations  don't  f;l 
any  better:  The  same  pi 
centage,  37%  of  America^ 
responding  to  the  poll,  si 
their  economic  impact  is  nj 
ative,  while  42%  cheer  I 
unions.     Richard  S.  Dunh% 
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UP  F) 


They  give  you  a  plan,  then 
listen  to  what  you  think. 

We  listen  to  what  you  think, 
then  give  you  a  plan. 


Real  life,  real 


You  know  what  it's  like  with 
most  401(k)  providers.  They  tell 
you  what  they've  got  and  you  can 
either  take  it  or  leave  it. 

We  do  things  differently. 
First  of  all,  we  listen  carefully  to  you  and  your  employees  to  find  out 
what  it  is  you're  really  looking  for.  Then  we  create  a  high  performance 

John  Hancock  401(k)  Flexible  Plan  to  meet  your  administrative 

needs  and  the  "wealth-building"  goals  of  all  your  401(k)  investors. 

The  customer  services  we  provide  you  are 
flexible,  too.  Everything  from  recordkeeping  and 
compliance  oversight  to  educating  your  401(k) 


f  J     Financial  Services 


investors  is  our  job,  not  yours. 

To  find  out  more  about  a  John  Hancock  401(k)  Flexible  Plan, 
please  call  us  today  at  (800)  294-7734. 

But  don't  be  surprised  if  you  do  most  of  the  talking. 


©  1994  John  Hancock  Mutual  Lif<  Insuranct  (  ompany,  |ohn  I  lancock  Distributors.  In.  .  and  affiliated  companies,  Boston,  MA  02117 


HONCHOS 


JUST  IMAGINE 

IF  THE  NEWS  WAS  BAD 


Annual  reports  are  usually 
glossy-paged  hymnals 
where  top  management  sings 
its  own  praise.  And  if  any 
company  deserves 
to  warble  such  a 
tune,  it's  AlliedSig- 
nal.  Under  cF.o 
Lawrence  Bossidy, 
who  came  aboard 
in  mid-1991,  the 
once-ailing  diversi- 
fied manufacturer 
has  seen  its  stock 
price  and  profits 
bounce  back,  with 
operating  income  more  than 
doubling  to  $954  million  last 
year.  But  how  does  Bossidy 
assess  the  turnaround? 


Grumpily.  In  the  '93  report, 
just  out,  he  writes  that  "layers 
of  bureaucracy  remain  and 
continue  to  slow  us  down." 
That  ain't  all:  Bossidy  chastis- 
es Allied,  based  in  Morris- 
town,  N.  J.,  for  being  "more 
inwardly  focused  than  a 
customer-oriented  company 
should  be."  Worse,  he  goes  on, 
"our  stagnant  sales  are  hardly 
the  sign  of  a  growth  compa- 
ny"—sales  fell  1.7% 
last  year  because  of 
aerospace  cutbacks 
and  other  problems. 
In  his  1991  mes- 
sage, his  first, 
Bossidy  laid  out  his 
inspiring  vision  of 
change.  In  1992,  he 
congratulated  the 
company  for  "mak- 
ing progress."  Why 
the  more  dour  tone?  "We  have 
to  raise  the  bar,"  he  says.  "Be- 
sides, I'm  tired  of  reading  puff 
pieces."  □ 


BUSINESS  SPEAK 


BEYOND  THE  SNORTS  AND  GROWLS 


B 


nils  and  bears  speak  a  dif- 
ferent language.  And  with 
a  skittish  stock  market  lately, 
a  canny  investor-  may  want  to 
know  how  the  pessimists  view 
things— and  the  optimists, 
also,  because  the  market  can 
spiral  up  again.  Oppenheimer 
Chief  Investment 
Strategist  Michael 


Metz  and  Managing  Director 
Norman  Weinger  have  tallied 
the  way  different  types  of  in- 
vestments are  viewed  in  bull 
and  bear  markets.  With  these 
key  phrases,  you  too  can  pro- 
vide instant  analysis— and 
that's  no  matter  which  way 
the  market  moves.  □ 


TELEPHONE 
SERVICE 


Information  Super 
highway  vehicle 


Regulated  utility 


SOUTH  AMERICAN 
INVESTMENT 

Dynamic  emerging 
market 

Huge  inflation 
potential 

EUROPEAN 
INVESTMENT 

Dynamic  recover- 
ing market 

Currency  problem 

EAST-FOOD 
FRANCHISER 

Way  to  play 
demographic  trend 

Greasy-spoon  chain 

LAS  VEGAS  AND 
ATLANTIC  CITY 
CASINOS 

Theme  parks 
of  the  '90s 

Antisocial,  over- 
regulated  industry 

COMPUTER 
MAKER 

High-tech 
growth  (VIBIS*) 

Capital  goods 
producer 

ELECTRONIC             High-tech  cyclical  Partsmaker 
COMPONENT           growth  (pbis**) 
MAKER  s 

•VERY  IMPORTANT  BENEFICIARY  OF  INFORMATION  SUPERHIGHWAY  "POTENTIAL  BENEFICIARY  OF  INFORMATION  SUPERHIGHWAY 
DATA:  OPPENHEIMER  S  CO 

DRAWN  AND  QUARTERED 


RESEARCH  DEVELOPMENTS 

HOW  JAPAN  THROTTLES 
DRUG  PRICES 


Price  controls  on  drugs— a 
Clinton  Administration 
threat  and  the  bete  noire  of 
the  pharmaceutical  industry- 
may  not  be  as  hard  on  drug 
innovation  as  critics  say.  Look 
at  Japan,  which  has  controlled 
drug  prices  since  the  1960s. 
Researchers  at  the  Univer- 
sities of  Michigan  and  Illinois 
and  Tokyo's  Keio  University 
studied  government-mandat- 
ed price  reductions  in  Japan 
from  1981  through  1992.  Their 
finding:  Research  and  devel- 
opment spending  by  Japan's 
drugmakers  grew  steadily 
from  6.6%  of  sales  in  1981  to 
8.6%  in  1990.  What's  more, 
the  number  of  drug-related 
patents  climbed  sharply. 

The  key  is  that  Japanese 
regulators  set  prices  for  in- 
novative new  drugs  high 
enough  to  satisfy  their  drug- 
makers.  So  Japanese  compa- 
nies have  an  incentive  to  turn 
out  new  products  as  quickly 
,i-  possible  before  the  reduc- 
tions kick  in,  which  happens 
at  roughly  two-year  intervals. 
The  upshot  is  that,  for  the 
top-selling  drugs,  U.  S. 
prices  are  two  to  six  times 
higher  than  in  Japan. 

But  market-meddling  Clin- 
tonites  shouldn't  take  too 
much  heart.  Under  the  Clin- 
ton plan,  Uncle  Sam  would 
lean  heavily  even  on  new 
breakthrough  drugs.  And  in 
fairness,  II.  S.  drugmakers  are 


far  more  creative  ttai 
Japan's.  No  wonder:  U.  S.  ui 
fits  are  spending  18.8%  of  fev 
enues  on  r&d  this  year!/ 
U.S.  Pharmaceutical  Main 
turers  Assn.  spokesman  sjy: 
most  new  Japanese  drugslf 
fer  only  incremental  impri 
ments  aimed  at  commancn 
higher  prices.    Joseph  W«e. 


THE  BIG  PICTURE 

SAVING  UP  IS 
HARD  TO  DO 

It's  one  thing  to  want  to  save  f 
retirement.  It's  another  to  sacri  je 
today's  pleasures.  Here  is  the  |jr- 

centage  of  Americans  who  sci 
they  would  make  cuts  in  persojl 
spending  areas  in  1  993  to  sa\»- 
and  how  many  actually  did 

Q PLANNED  MADE  fk 

CUTBACKS        CUTBACKS  k  I 


67%ASIs  33% 


59%  CLOTHING  21 % 


C1%  TRAVEL/  01% 

JO      VACATION  J  I 


DATA  FIDELITY /YANKEIOVICH 
RETIREMENT  SURVEY 


FOOTNOTES 

Membership  in  Specialty  Coffee  Assn.,  gourmet  java  trade  group,  in  1992:  685.  In  1993:  1,372.  In  February,  1994:  1,700 
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It  answers  calls  ^  1  (  ,  { , ,  ^  M 


It'sfuture-readv 


ft  will  Hnk  voice  ana  aaid  Jt  ^  master  new  S] 


Itwi 


ill  f3X  i 


nfo  at  any  time 


Introducing 

AT&T  INTUITY 


S    o    1    11    t  ions 


Multi-media  voice  processing  that's  ready 
for  the  future  of  your  business 


Imagine  your  communications  system 
with  bigger  brains,  m<  >re  memory, 
greater  flexibility  and  extraordinary 
room  to  grow. 

Imagination  is  now  reality  with 
AT&T  INTUITY1"  Voice  Processing 
Solutions,  the  totally  new 
platform  for  voice  messaging,     I  \ 
voice  response,  and  ultimately 
fax,  text,  and  video  messaging. 
Designed  by  AT&T  Bell  Labs,  AT&T 
INTUITY  Solutions  work  logically,  simply  and 
intuitively  to  enhance  your  communications  system. 

Today  AT&T  INTUITY  Solutions  can  really  expand 
your  business  capabilities.  AT&T  INTUITY'  AUDK™  Voice 
Messaging  System,  for  example,  provides  courteous 
customer  service  24  hours  a  day  so  you  will  never  miss 
a  call.  And  the  AT&T  INTUITY  Intro'"  Voice  Response 


System  can  handle  routine  transactions, 
freeing  your  staff  to  help  customers  with 
more  demanding  problems. 

Tomorrow  AT&T  INTUITY  Solutions  will  keep 
your  business  competitive  with  innovative 
multi-media  applications  including  inte- 
gration of  fax.  video  and  text. 
(  voice  command,  same-time 
inguage  translation,  and  more. 
>r  information,  call  I  800  325-7466, 
Ext.  173  today. 
AT&T  INTUITY'  Solutions.  Imagine  what  they 
could  do  for  your  business. 


AT&T 


©  1994  MW 


W.  R.  Grace  &  Co. 

$1,415,000,000 

S<  ile  Provider/Interest  Rate  Swaptions 

Burlington  Industries 

$925,000,000 

Managuig  Agent/ Revolving On flit  And  Term 
Loan  FVility* 

Ainerican  Standard  Inc. 

$1000,000,000 

Managuig  AgenVSoniorMuIti  Curn-niy 
I  '.k  ilit  n  • 


Cadmus  Communications 
Corporation 

Financial  Advisor/ Acquisition  Of  Printing 
Assets  Of  Waverly  Press 


Coca-Cola  Beverages  Ltd 

Cdn.  $440,000,000 
Lead  Manager/Revolving 
Credit  And  Term 
Lian  Facility 


Alamo  Rent  A  Car,  Inc. 

$1900,000,000 
Agent/Revolving  Credit 
Facilities* 
$445,500,000 
Placement  Agent/Senior 
Notes* 

McCaw  Cellular 
Communications,  Inc. 

$1000.000.000 
Managing  Agenl/Revolvuig 
Term  Loan* 


Dean  Witter,  Discover  &  Company 

$3,000,000,000 

Managing  Agent/Revolving  Credit  Facilities 

Beasley  Broadcast  Group 

Financial  Advisor/Financial  Restructuring 

The  United  States  Shoe  Corporation 

I*rovider/Treasury  Management  Services 

Cablevision  Industries  of  the 
Southeast,  Inc. 

$550,000,000 

Managing  Agent/Reducing  Revolving 
Credit  Facility* 

Marcus  Cable 

$120,000,(XX) 

Agent/Revi  ilvmg  ( Jredit  And  Term  Loan 
Facilities* 


Donrey  Media  Group 

$485,000,000 

Agent  And  Underwriter/ Acquisition 

Financing* 

$150,000,000 

Placement  Agent/Senior  Notes* 

TriState  America,  LP. 

Structund  And  Agented/Revolvmg 
Credit  Facility 

United  Dominion  Industries,  Inc. 

$117,000,000 

Placement  O  >  Agent/Senior  Notes* 


General  Motors/General  Motors 
Acceptance  Corporation 

$20,600,000,000 

Global  Arranger  And  Deal  Co-Arranger/ 
Revolving  Credit  Facilities 


Texas  Industries,  Inc 

$96,000,000 
Arrangi  t  And  Agent/ Revolving  Credit  A 
Tenu  [yum  Facilities* 


TCI  West,  Inc. 

$450,000,000 

Co-Managing  Agent/Reducing  Revolving 
Credit  Facilities' 


j 


Synovus  Financial  Corporation 

$75,000,000 

i  >  M,'ii.ig<T/N<'iiior  N' >w  s' 


- 


Why  NationsBank  Is  Number  One 
In  Providing  Financial  Services 
To  Major  American  Corporations. 


Western  Auto 

$250,000,000 

Sole  Provider/Interest  Rate  Cap 

Payless  Cashways,  Inc. 

$460,000,000 

Managing  Agent/ Revolving  Credit  And  Term 
Loan  Facility 

Amoco  Corporation 

$80,600,000 

Sole  Provider/Letter  Of  Credit 

Fina  Distributor  Notes  Trust 

$34,(XX),000 

Placement  Agent/ Certificates  Of  Participation 

Hayes  Leasing  Company 

$100,000,000 

Agent/Revolving  <  'redit  And  Term 

Loan  Facility 

$50,000,000 

Sole  Provider/Interest  Rate  Caps 

Parker  &  Parsley  Petroleum 
Company 

$700,000,000 

Administrative  M;uiaging  Agent/Revolving 
Credit  And  Term  Uian  Facility 

First  USA  Bank 

$500,000,000 

Agent  And  Arrai iger/ Asset  Securitization 

$150,000,000 

Co-Managcr/Subordinated  Notes* 

Paging  Network,  Inc. 

$450,000,000 

Managing  Agent/Redui  ing  Revolving 
Credit  Facility 

Oakwood  Acceptance  Corp. 

$80,000,000 

Agent/Syndication  Of  Wan-house  Facility' 

The  Black  &  Decker  Corporation 

$220,000,000 

Structuring  Agont/Romarketed  Certificate 
(if  Participation 


Western  Gas  Resources,  Inc. 

$400,000,000 

Sole  Underwriter  And  Arranger/Revolving 
Credit  And  Term  Loan  Facility* 
$50,000,000 

Sole  Provider/Interest  Rate-  Swap* 
$50,000,000 

Placement  Agent/Senior  Notes 


M . i 1 1 1 1 1 1 1 1 ■  1 1 1  (Liverpool  Hay) 
Petroleum  Limited 

&300,(X)0,tXX) 

Co-Arranger  And  Co-Underwriter/ 
Project  Financuig 

Prime  Rate  Acquisition  Corporation 

Initiator  And  Financial  Advisor/ Acquisition 
Of  Prune  Rate  lYenuuin  Finance 
Corporation,  Inc. 


Harte-Hanks  Communications,  Inc. 

$3(XJ,0IX),000 

Co-Agent/Revolvuig  Credit  Facility 
US  Foodservice  Inc. 

$1IXJ,(XXJ,000 

Sole  IVovider/Interest  Rate  Collar* 

United  Dominion  Realty  Trust 

$52,000,000 

Placement  Agent/Senior  Notes 

La  Quinta  Inns,  Inc 

$127,500,000 

Agent/Revolving  Credit  And  Tenu 

Loan  Facilities 

$8,000,000 

Remarketing'  And  Placement  Agent/Vanahlo 
Rale  Demand  Note 

W.C.  Bradley  Company 

$20,000,000 

Placement  Agent/Senior  Notes 

Dominion  Textile  (USA)  Inc. 

$200.(XX)fXX) 

Agent/Revolving  Credit  Facility" 


LASMO  PLC 

$350,000,000 

Co-Arranger  And  OeUnderwriter/Revolviiig 
Credit  Facility* 

Aviall,  Inc. 

$485,000,000 

Managing  Agent/  Revolving  Credit  Anil  Term 
Loan  Facilities* 

The  Hillhaven  Corporation/First 
Healthcare 

$360,000,000 

Managing  Agent/Revolving  Credit  And  Tenu 
Loan  Facilities* 

Indian  Head  Industries,  Inc. 

$7,500,000 

Sole  Advisor  And  Agenl/Rn-apitalization  Of 
Subonlinated  Debt  * 

Vought  Aircraft  Company 

$175,(XX),000 

Agent  and  Arranger/Revolving 
Ondlt  Facility* 

Frngerhut  Corporation 

$200,000,000 

Arranger/ Asset  Securitization 

Page  America  Group  Inc. 

569,700,000 

Agent  And  Advisor/Financing  And 
RfHapitalization* 

Jefferson  Smurfit  Corporation 

ill  II  l,(  II II  1,01  Id 

Provider/Interest  Rate  Swaps 


McRae's,  Inc. 

$120,000,000 

Strin  luring  Agent/ Asset  Securitization 
The  Wiser  Oil  Company 

$125,(XXI.000 

Agent/Revolving  Credit  Facility 


Stewart 

Enterprises,  Inc. 

$120.(XX),000 
Agent/Revolving  Cr|  ( . 
Facility 
$50.000/X>0 
Placement  Agent/St 
Notes* 

$179,000,000 
Trustee/Custodial  Ti 


Berlitz 

International,  Inc 

$92,800,000 
Sole  Provider/lntere 
Rati  -  And  Currency 
Exchanges 


Turner  Broadcasting  System,  Inc 

$1500,000,000 
Lead  Manager/Revolving  Credit  Facility 


Republic  Royalty  Company 

$64,5(X),O00 
Financial  Advisor,  Placement  Agent/Flquil  | 
Placement  For  A'tjuisition  Financing* 


The  Men's  Wearhouse,  Inc. 

$69,0(X),000 
Agent  And  Arranger/Revolving  Credit  An 
Term  Loan  Facilities 


Caterpillar  Inc. 

$75,(XX),000 

Sole  Provider/Interest  Rate  Swap* 


Smith  Barney  Shearson  Holdings 

$825.0(XI,(XXJ 

Go-Agent/Rovolving  Credit  Facilities 

1993  Smith  Barney  Office 
Building  Trust 

$485,000,000 
Co  Agent/Lease  Financing 


Piedmont  Mall  Associates 

$17,315,000 
Initiated  And  Arrangi  d/IYivate  Placement 
Tax  (Cxempt  First  Mortgage  Notes 

Phillips  Petroleum  Company/ 
Marathon  Oil  Company 

$385,000fXX) 
Co  Arranger/UMG  Tanker  Lease  Financing' 

Arbor  National  Mortgage,  Inc. 

$150,000,000 

Co-Deali  r/Commercial  Paper  Program* 


Living  Centers  of  America 

$U0,(XX)fXX) 

Agent/Revolving  Credit  And  Tenu  Loan 

Facilities 

$20,000,000 

Placement  Agent/Senior  Notes* 


;* 


i 


A  prominent  national  research  firm  states  that  NationsBank  ranked  above  all  other 
banks  in  the  number  of  major  American  corporate  customers  in  1993.  Listed  are  a  few  oi 
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estates  Capital  Corporation 

25,000,000 

•lacement  Agent/Structured  Medium-Term 
Jote  Placement* 


inex  Corporation 

w.om.ooo 

■rovider/Enltanoed  Reverse  Interest  Rate 
Iwap' 

t  Equipment  Company 

120,000,000 

'lacement  Agent/Senior  Notes' 

rrison  Knudsen  Corporation 

m,ooo,ooo 

\gent/Standby  Letter  Of  Credit  Facility 

itex  Corporation 

$225,000,000 

Agent/Revolving  Credit  Facility' 

iversal  Corporation 

$100,000,000 

Agent/Revolving  Credit  Facility 

jckbuster  Entertainment 
rporation 

Provider/TYeasury'  Management  Services 

acom  International 

$100,000,000 

Sole  Provider/Interest  Rate  Caps 

ista  Associates 

$75,000,000 

Sole  Provider/Interest  Rate  Cap* 

jrgan  Stanley  Group  Inc. 

$150,000,000 

Co-Manager/Senior  Note  Underwriting* 

luth  Carolina  Pipeline  Corporation 

$25,000,000 

Placement  Agent/Senior  Notes 

inos  Energy  Corporation 

$60,000,000 

Agent/Revolving  Credit  Facility 

)dy  Energy,  Inc. 

$105,000,000 
Agent/Term  Loan  Facility 

aion  Pacific  Resources  Company 

Financial  Advisor/Gas  Production 
Payment  Program* 

ZA  Cable  TV,  Inc. 

$45,000,000 

Sole  Provider/Revolving  Credit  Facilities 

moco  Products  Company 

$100,000,000 
Co-Manager/Senior  Notes* 

antinental  Cablevision,  Inc. 

$100,000,000 

Sole  Provider/Interest  Rate  Swap' 

'estPoint  Stevens 

$150,000,000 

Sole  Provider/Interest  Rate  Cap* 
oily  Corporation 

$100,000,000 

Agent  /Revolving  Credit  Facility 

sottish  Heritable  Trust,  PLC 

Initial''!'  Anil  Kinaiii  Kil  Advi.si  >r  I  iiv'stituri  1  »l 
Fox  Ridge  Homes,  Inc. 


Plains  Petroleum  Company 

$60,000,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 


MacAndrews  and  Forbes 
Holdings  Inc. 

$650,000,000 

Sole  Provider/Interest  Rate  Swaps 


LDDS  Communications,  Inc. 

$630,000,000 

Agent/Reducing  Revolving  Credit  Facility' 


Harriet  &  Henderson  Yarns,  Inc. 

Remarketing  Agent/Variable  Rate  Demand 
Note  Program 


The  Louisiana  Land  &  Exploration 
Company 

$790,000,000 

i  '.i  Agent  And  I  '"I  Inderv.  ntei  Kevolv  ing 
Credit  And  Bridge  Loan  Facility* 
$50,000,000 

Sole  Provider/  Forward  Rate  Agreement 


Aztec  Manufacturing  Company 

Initiator  And  Financial  Advisor  To  Aztec/ 
rpiisitjon  i  il  Atkin,'  Industries  [nc 


SportsTown,  Inc. 

Provider/Treasury  Management.  Services 


GSC  Enterprises,  Inc. 

Financial  Advisor/Acquisition  Advisory 


KEMET  Electronics  Corporation 

$m.ooo,ooo 

Atlmirustrative  Agent/ Revolving  Credit  And 
Term  Loan  Facility 


Devon  Energy  Corporation 

$160,000,000 

Agcnt/Rcvc  living  Credit  And  Ti  rm 
Loan  Facility 


Countrywide  Funding  Corporation 

$250,000,000 

Sole  Provider/Interest  Rate  Swap 


JCPenney 

ftovider/Troasury  Management  Services 

Embassy  Suites,  Inc.,  a  subsidiary 
of  The  Promus  Companies, 
Incorporated 

$50,000,000 

Sole  Provider/Interest  Rate  Swap 


American  Business  Products,  Inc. 

$48,000,000 

Placement  Agent/Senior  Notes' 

FoxMeyer  Corporation 

$125,000,000 

Co-Agent/AocounLs  Receivable  Securitization' 
$210,000,000 

Co-Agent/Revolving  Credit  Facility 
$198,000,000 
Co-Agent/Senior  Notes 


Acadia  Partners,  L  P 

$150,000,000 

Sole  Provider/Interest  Rate  Swaps 


Life  Partners  Group,  Inc. 

$100,000,000 

Sole  Provider/Interest  Rate  Swaps 


The  Quaker  Oats  Company 

$  I50.00ti.otxi 

Syndicating  Agent/ Revolving  Credit  Facility* 


Pioneer  Companies 

Financial  Advisor/ Acquisition  ( >f  Pioneer 
Yarn  Mills.  Pioneer  Spinning.  Inc., 
Edentown  Cotton  Mills.  Inc.,  And  Pioneer 
Cotton  Mill,  Inc. 


Delta  Woodside  Industries,  Inc. 

Provider/Treasury  Management  Services 


Cooper  Industries,  Inc. 

Sole  Provider/Interest  Rate  Swap 


EDS  Corporation 

$1000,000,000 

Co  Arranger/  Revolving  Credit  Facilities 


Palmer  Communications 
Incorporated 

$30,000,000 

Agent/ Reducing  Revolving  Credit  Fai  ility* 

Palmer  Cellular  Partnership 

$40,000,000 

Sole  Provider/Interest  Rate  Protection' 


Tin'  IVrni-r'ii'oiipol  America,  Inc 

Provider/Treasury  Management  Services 


Harris  Teeter,  Inc. 

Provider/Treasury  Management  Services 


MMFG  Acquisition  Corporation 

Initialed  And  Advised/Acquisition  Of 
Morrison  Molded  Fiber  Glass  Company 


Snyder  Oil  Corporation 

$150,000,000 

Agent/ Revolving  Credit  Facility 


Avnet,  Inc. 

$150,000,000 

Agent/ Revolving  Credit  Facility' 


GTECH  Corporation 

$50,000,000 

Sole  Provider/FYirward  Interest  Rah'  Collar 


Delchamps  Inc. 

$25,000,000 

Placement  Agent/Seiuor  Notes 


Southwest  Airlines 

$60,000,000 

Equity  Provider/Leveraged  Lease  Package 


Fruit  of  The  Loom,  Inc. 

$75,000,000 

Agent/  Letter  Of  Credit  Facility* 


Mattel  Sales  Corp. 

$175,000,000 

Agent/Receivables  Purchase  Facilily 


Praxair  Inc. 

$100,000.1)1111 

Sole  Provider/ Interest  Rate  Collar 


Dixie  Yarns,  Inc. 

$45,000,000 

Placement  Agent/Trade  Receivables 
Securitization' 


Kmart  Corporation 

Provider/Treasury  Management  Services 


Gaylord  Entertainment  Company 

$400,000,000 

Arranger  And  Agent/  Revolving 
Credit  Facility* 


RJR  Nabisco,  Inc. 

$60,000,000 

Ageiit/l/'tter  Of  Credit  Facility 
$200,000,000 

Sole  Provider/Forward  Rate  Agreement* 
$100,000,000 

Sole  Provider/Interest  Itatc  Swaptjon 

Summit  Communications  Group,  Inc. 

$150,000,000 

Lead  Manager/Revolving  Credit  Facility' 


American  Airlines,  Inc. 

$ioo.ooo.ooo 

Sole  Provider/Interest  Rate  Swap' 


Fisher-Price,  Inc. 

$175,000,000 

Agent/ Revolving  Credit  Facilities 


COMSAT  Corporation 

$200,000,000 

Agent/ Revolving  Credit  Facility" 


American  Express  Receivables 
Financing  Corp. 

$600,000,000 

Co-Manager/ Pubbc  Charge  Card 
Receivables  Issue* 


Genesco  Inc. 

$100,000,000 

Agent/Revolving  Credit  Facility 


Heller  Financial,  Inc. 

$50,000,000 

Sole  Provider/Interest  Rate  Swap 


Birmingham  Steel  Corporation 

$130,000,000 

Placement  Agent/Senior  Notes 


Caraustar  Industries,  Inc. 

Initiator,  Financial  Advisor,  And  Assisted  In 
Negotiations/ Acquisition  Of  Federal  Packaging 
Corporation 


Eckerd  Corporation 

$950,000,000 

Co-Managing  Agent/Revolving  Credit  And 
Term  Loan  Facilities 


Time  Warner  Inc. 

$500,000,000 

Sole  Provider/Interest  Rate  Swaps  And 
Swaptions* 


Tichenor  Media  System,  Inc. 

Sole  Provider/Interest  Rate  Swap  And  Cap* 


ADVANTA  Corporation 

$250,000,000 

Arranger  And  Sole  Provider/Remarketed 
Certificah  -s  Of  Participation 

Tenneco  Inc. 

$2500X1.000 
Arranger/Debt  Defeasance 


Tech  Data  Corporation 

$100,000,000 

Adnunistrative/CVjlIection  Agent/Trade 
Receivables  Securitization 
$100M)0.000 

Agent,  Revolving  Credit  Facility 


Ford  Motor  Credit  Company 

$200,000,000 

Sole  Provider/Interest  Rah'  Swap 


Prime  Cable/Community  Cable  TV 

$330,000,000 

Arranging  Agent/Revolving  Credit  And  Term 
Loan  Facilities* 


he  reasons  for  this  achievement  in  partnership  MjrB#M.Ji-Mmjc:P.ifM— If' 
vith  the  nation's  leading  companies.  NCI  IOIISDQ  IK 
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THE  U.S.  SHOULD  FUND 

GOOD  RESEARCH— BASIC  OR  HOT 

It  is  ironic  that  American  science's 
commercial  successes  are  used  as  ex- 
amples of  its  failure  ("Could  America  af- 
ford the  transistor  today?,"  Science  & 
Technology,  Mar.  7).  The  fact  that  vcrs, 
compact-disk  players,  and  other  devel- 
opments arose  in  this  country  is  a  testi- 
monial to  the  utility  of  the  current  struc- 
ture of  American  research.  The  fact  that 
other  countries  (mainly  Japan)  have 
profited  from  those  inventions  is  a  tes- 
timonial to  the  managerial  and  manu- 
facturing prowess  of  the  Japanese— and 
the  failure  of  American  manufacturing  to 
recognize  opportunities  and  produce 
quality  products. 

The  demise  of  basic  scientific  research 
in  this  country  will  not  improve  Ameri- 
ca's managerial  skills  but  will  ensure  a 
lower  standard  of  living  for  our  off- 
spring. 

Rif  El-Mallakh 
Louisville 

Your  article  stops  short  of  the  real  is- 
sues. For  every  $1  spent  on  re- 
search, you  must  spend  $10  on  devel- 
opment and  $100  on  production  facilities. 
Since  most  innovative  products  come 
from  small  firms,  there  must  be  some 
way  for  them  to  raise  capital  amounts 
and  put  them  at  risk.  The  only  way  to 
do  this  is  to  have  a  large  reward. 

Our  tax  laws  just  don't  permit  large 
rewards.  Capital-gains  tax  has  become  a 
political  issue  that  is  used  to  pit  one 
economic  group  against  another,  instead 
of  being  intelligently  applied  to  help 
firms  exploit  their  technical  advances. 
More  or  less  research  won't  mean  much 
to  U.  S.  competitiveness  until  a  climate 
exists  to  reward  those  who  take  the 
risk  of  spending  to  exploit  research 
advances. 

Kenneth  A.  Kovaly 
President 
Technical  Insights  Inc. 
Englewood,  N.  J. 

■  n  its  story,  BUSINESS  WEEK  cites  in- 
Bdustry,  government,  and  academic 
leaders  debating  how  much  basic  and 


applied  research  to  fund.  This  debai 
however,  is  misdirected.  Many  peoj 
mistakenly  equate  basic  research  wi 
long-term  payoffs,  and  they  associa 
applied  research  with  short-term  p; 
offs.  A  more  useful  distinction  to  drc 
would  be  the  one  between  good  ai 
mediocre  science.  Good  science  has  ii 
pact,  and  mediocre  science  is  just  wa: 
ed  effort. 

Research  is  not  much  different  fro 
other  kinds  of  investments.  The  sar. 
business  principles  apply:  Diversify  t 
portfolio  in  order  to  reduce  risk.  Fc 
ter  teamwork  and  communication.  E 
tablish  realistic  goals.  Above  all,  inve 
in  people— i.e.,  good  scientists  and  bu: 
ness  executives  who  will  have  the  f 
sion  to  apply  the  knowledge  gained  fro 
research. 

Wise  Youi 
Direct 

Neurosurgery  Laboratoi 
New  York  University  Medical  Cent 

New  Yoi 

THERE'S  A  SIMPLE  EXPLANATION 
FOR  THE  U.S.  JAPAN  TRADE  DEFICIT 


In  reference  to  "Tough  talk"  (Top 
the  News,  Feb.  28):  In  all  your  r 
ports  on  the  U.  S.  trade  deficit  wit 
Japan,  it  never  ceases  to  amaze  me  th; 
no  one  really  looks  at  the  numbers  wit 
any  common  sense. 

In  1993,  the  U.  S.  imported  just  ov( 
$100  billion  worth  of  goods  and  servict 
from  Japan— and  had  a  population 
about  250  million  people.  Meanwhi 
Japan  imported  nearly  $50  billion  froi 
the  U.  S.— and  had  a  population  of  aboi 
125  million  people.  Am  I  the  only  on 
that  sees  some  symmetry  in  these  set 
of  numbers? 

In  other  words,  if  you  want  to  focu 
on  the  deficit  with  Japan,  why  not  poir 
out  that  each  country  imported  abou 
$400  worth  of  goods  per  person  fror 
the  other  country?  The  U.  S.  import 
twice  as  much  as  Japan  buys  from  u 
because  we  have  twice  the  populatior 
and  we  buy  each  other's  goods  in  simila 
amounts. 

Why  should  we  expect  each  perso; 
in  a  particular  country  to  buy  twice  a 
much  from  us  as  we  from  them?  That 
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Wm  It  Never  Profits 
To  Rely  On  First  Impressions. 


//lwavs  t;ikc  another  glance.  And  always  with  an  open  mind.  In  some  eases,  it  can  save  your  neck;  in  others, 
it  merely  makes  you  rich.  Too  bad  you  can't  hear  it  from  a  certain  fellow  who,  in  ISIS,  was  drilling  for  salt  at 
the  month  of  Kentucky's  Troublesome  ( Ireek  —  and  inadvertently  struck  oil  instead.  ( )f  course,  he  had  no 
idea  what  he  had  found,  or  what  one  might  do  with  it.  I  [e  winked  feverishly  to  plug  the  thing  up  with  sand. 
I  Vspitc  Ins       ii  ( s.  i  he  nil  i  !i  i\\ .  ■[  I     ^^^j^l^  "^^^^^^ '^"^^  ""'  iIm-ii  inio  tlx-  M\ci  win -re 

it  ignited.  \  tremendous  conflagration     «  .  ^^S^B^^^^^^^SjS^^      ensued,  and  it  destroyed  his  salt 
works.  I  he  man  cursed  wild  In  .ii  this  stufl  he  ■HHr  ^IHBHB(P^5lW»»>  e  J"cc'  "devil's  tar." 

Today,  you  might  want  to  review  your  company's  transportation  department  with  the  above  stor\  in  mind. 
Until  recently,  it  was  a  place  in  your  company  with  no  inherent  value.  Shuttling  products  here  and  there.  And 
noted  most  often  for  how  much  it  contributed  to  overhead.  But  now,  corporate  America  is  learning  that  transpor- 
tation can  offer  enduring  competitive  advantages. 

That  explains  why,  for  several  wars  now,  mtermodal  traffic  has  grown  to  record-breaking  levels  even  in 
a  flat  economy.  And  this  year,  we  expect  more  of  the  same.  We're  the  only  transportation  company  in  the  country' 
with  truck,  rail,  and  terminal  operations  stretching  across  all  of  North  America.  And  with  the  efficiency  this 
system  creates,  companies  that  work  w  ith  us  arc  getting  products  on  the  shelf  at  lower  prices.  ( )thers  are  taking 
higher  profits,  [ntermodal  transportation  is  shielding  them  from  escalating  fuel  costs,  driver  shortages,  and  capacity 
problems.  As  well  as  increasingly  strict  and  expensive  environmental  regulations.  In  short,  the  old  cost  center  is 
proving  it  can  be  a  new  profit  center. 

Perhaps  these  ideas  are  already  rumbling  around  in  sour  company.  If  so,  not  onh  are  you  a  leader  —  but  you 
probably  employ  quite  a  few  of  them  as  well.  And  for  those  of  you  who  aren't  sure  if  you  have  devil's  tar  or  oil.' 
Know  that  it's  well  worth  \our  time  to  find  out.  We're  eager  to  talk  with  you,  and  we  encourage  you  to  call  us  at 
\-Hm)-17V-<i77V.  Because  the  truth  is.  a  second  look  never  hurt  anyone. 
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what  would  be  necessary  for  the  U.  S. 
and  Japan  to  have  a  balanced  flow  of 
trade. 

Michael  A.  Cusumano 
Associate  Professor 
Sloan  School  of  Management 
Massachusetts  Institute  of  Technology 
Cambridge,  Mass. 

■  was  surprised  that  BUSINESS  WEEK 
I  would  support  a  policy  that  would  en- 
courage the  federal  government  to  pres- 
sure Japan  to  widen  its  markets  for 
products  manufactured  in  this  country 
by,  among  other  things,  investigating 
discrimination  against  women  and  mi- 
norities by  Japanese  companies  here 
("Why  Japan  must  open  up,"  Editorials, 
Feb.  28). 

Would  you  recommend  the  U.  S.  not 
investigate  discrimination  complaints 
against  Japanese  companies  if  Japan  co- 
operates in  trade?  We  only  demean  and 
further  erode  our  rights  by  using  them 
as  bargaining  chips. 

Merwyn  R.  Markel 
Pittsburgh 

WHY  VIETNAMESE  GROWTH 

WONT  SLOW  ANYTIME  SOON  

Your  "Reality  Check"  (Up  Front,  Mar. 
7)  says  Vietnam's  economic  advance 
will  flag  because  stiff  tariffs  will  price 
Vietnamese  goods  out  of  the  U.  S.  mar- 
kets and,  therefore,  investors  will  not  in- 
vest in  the  factories  Vietnam  needs.  This 
is  not  likely  to  be  the  case. 

Two  factors  have  played  a  more  im- 
portant role  in  Vietnam's  dramatic  eco- 
nomic upswing  (6.5%  average  annual 
growth  since  1987).  One  is  the  lifting  of 
U.  S.  opposition  to  loans  and  aid  from  in- 
ternational financial  institutions  and  from 
other  countries.  Vietnam  now  enjoys 
agreements  for  almost  $2  billion  in  aid 
and  loans  from  the  International  Mone- 
tary Fund,  the  World  Bank,  and  the 
Asian  Development  Bank,  as  well  as 
from  Britain,  France,  Japan,  and  South 
Korea.  Coupled  with  direct  foreign  in- 
vestment anticipated  to  be  $.'5  billion  this 
year,  that  gives  the  Vietnamese  economy 
all  it  can  handle. 

The  other  factor  is  that  the  Viet- 
namese government  is  administering  its 
economic  reforms  with  a  firm  hand,  as 
was  done  successfully  in  Taiwan,  South 
Korea,  Hong  Kong,  Singapore,  and 
presently  in  China.  Economic  reform  be- 
fore political  reform  means  the  Viet- 
namese will  not  experience  instant 
democracy,  but  they  will  escape  the  po- 
litical chaos  and  governmental  paraly- 
sis of  the  former  Soviet  Union  and  East- 
ern Europe. 

Richard  Collins 
Nguyen-Collins  International 
San  Jose,  Calif. 


CORRECTIONS  &  CLARIFICATIONS 

"The  roar  of  the  Xerox,  the  smell  of 
the  fax"  (Up  Front,  Dec.  6)  should  not 
have  said  that  the  Chicago  City  Limits 
comedy  troupe  is  an  offshoot  of  Second 
City.  The  two  groups  are  not  related. 


HOW  CBS  COULD  MAKE  SUHDAYS  SAFE 
FOR  FOOTBALL  HATERS  

You  noted  that  while  ei;s  lost  the 
rights  to  televise  National  Football 
Conference  games  in  January,  its  broad- 
casts of  the  Winter  Olympics  were 
Nielsen  winners,  and  college  football 
would  be  returning  beginning  in  1996 
("A  triple  axel  for  CBS  Sports,"  Top  of 
The  News,  Mar.  7).  This  made  me  won- 
der, however,  what  CBS  Sunday  pro- 
gramming would  look  like  until  then, 
and  I  came  up  with  a  few  ideas. 

Why  not  revamp  the  entire  Sunday 
schedule  to  have  the  current  prime-time 
fare  in  the  afternoon,  followed  by  night- 
time sports?  Murder;  She  Wrote  and  60 
Minutes  are  pretty  much  family  fare, 
anyway— and  the  movie  could  be,  too. 
Such  programming  would  please  the 
people  who  are  not  sports  enthusiasts. 

Another  option  would  be  to  have  Sun- 
day-afternoon soap  operas,  following 
their  regular  weekday  schedule,  with 
several  hours  of  network  or  local  pro- 
gramming filling  the  gap  until  the  6  p.m. 
news  hour.  CBS  has  been  the  daytime 
Nielsen  champ  for  five  years,  and  soap 
fans  are  loyal  and  will  follow  their 
shows.  For  those  who  work  outside  the 
home  during  the  day,  it  would  be  won- 
derful to  be  able  to  watch  a  show  as  it 
aired,  instead  of  relying  on  videotape 
to  keep  current  on  a  nightly  or  weekly 
basis.  And  who  knows,  CBS  might  even 
create  new  viewers  or  recapture  those 
that  have  been  lost  to  ABC  and  NBC's 
daytime  lineup. 

Either  way,  CBS  could  become  a  viable 
Sunday  alternative  and  start  a  whole 
new  tradition  rivaling  the  38-year-old 
one  recently  lost. 

Karen  DeLuca  Katchmeric 
Annandale,  Va. 

SERIOUS  JUICE 

FOR  ELECTRIC  CARS  

It  is  interesting  to  note  that  no  less  a 
market  visionary  than  Benjamin 
Rosen  is  planning  to  build  and  market 
an  electric  car  ("An  electric  car  whose 
time  has  come?"  Up  Front,  Feb.  28). 

Rosen's  understanding  of  what  the 
combination  of  technical  discontinuity 
and  entrenched  thinking  can  do  to  es- 
tablished market  leaders  should  not  be 
lost  on  the  auto  industry. 


We  are  in  the  early  stages  of  a  dril 
matic  shift  in  automotive  energy  sv 
terns— away  from  oil  and  toward  elc 
trie.  And  thus,  over  time,  the  interes 
of  the  oil  industry  and  the  automobi 
industry  will  diverge. 

While  some  U.  S.  electric-car  comp 
nies,  such  as  Solectria  in  Arlingto 
Mass.,  have  been  more  focused  than  D 
troit,  it  further  validates  the  market 
see  an  entrepreneur  such  as  Ben  Rose 
investing  in  an  electric-car  company. 

Alan  MacDona 
Kennebunkport,  M 

ARE  THE  TRUSTBUSTERS  AIMING 
TO  CRIPPLE  U.S.  BUSINESS? 

The  Clinton  Administration  has  it  ; 
wrong.  The  resurrection,  through  A 
sistant  Attorney  General  Anne  K.  Bing 
man,  of  the  failed  patent  and  antitru: 
policies  of  yesteryear  is  a  surefire  wa 
to  stymie  innovation  and  the  competitiv 
edge  of  all  U.  S.  companies— small,  med 
um,  and  large  ("Trustbusters  go  gui 
ning  for  high  tech,"  Legal  Affairs,  Ma 
7).  As  noted,  the  Borland  Internation; 
Inc.  litigation  has  to  do  with  copyright 
and  not  patents.  The  failed  patent  an 
antitrust  policies  of  the  past  will  n( 
help  Borland  in  its  litigation. 

As  regards  Patents  &  Trademark 
Commissioner  Bruce  A.  Lehman's  con 
ment  concerning  the  basis  for  obtaininj 
a  patent,  the  statute  is  quite  clear,  and 
return  to  the  "flash  of  genius"  test  ha 
long  been  scrapped  by  Congress  and  th 
federal  courts. 

In  these  areas,  the  Clinton  Adminis 
tration  looks  more  like  an  old  Democra 
than  a  new  one. 

Anthony  P.  DeLi 
New  Havei 

TIME  TO  PUT  JOE  CAMEL 

OUT  OF  HIS  MISERY  

Your  article  "That's  one  angry  camel 
(Marketing,  Mar.  7)  could  alterna 
tively  be  titled  "Campaign  to  hurt  kids.': 
The  more  than  200  million  nonsmoking 
Americans  should  be  angry  at  an  indus 
try  jeopardizing  the  health  of  childrer 
for  greater  profits. 

Evidence  shows  that  Joe  Camel-type 
ads  entice  youngsters  to  embark  on  a 
life  of  tobacco  addiction.  Cures  include! 
banning  advertising,  imposing  a  tax  oil 
$2  to  $3  per  pack  to  make  smoking  toc|] 
costly  for  most  teens,  and  enforcing!) 
tougher  underage  smoking  laws. 

Edward  L.  Koveni 
Highland  Park,  Illi 

Letters  to  the  Editor  should  be  sent  to  Readers  Report, 
Business  Week,  1221  Avenue  of  the  Americas,  New 
York,  N  Y  10020.  Fax  (212)  512-4721.  All  lettersi 
must  include  an  address  and  daytime  and  evening  tele 
phone  numbers  We  reserve  the  right  to  edit  letters  (or 
clarity  and  space. 
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FOR  A  faster' WAY 
TO  THE  FAR  EAST, 


FLY  MALAYSIA 


AIRLINES. 


ANNOUNCING  OUR  747  non-stop  SERVICES 
TO  TAIPEI  AND  TOKYO. 


With  6  weekly  flights  from  Los  Angeles, 
you  now  enjoy  faster  passage  to  the  capitals 
of  Japan  and  Taiwan. 

In  the  comfort  of  the  most  advanced  Boeing 
ever,  you  will  also  experience  the  luxury  of  our 
award-winning  inflight  service.* 

Non-stop  every  Tuesday,  Thursday  and  Sunday 


to  Taipei  on  our  747-400.  And  non-stop  every 
Monday,  Thursday  and  Saturday  to  Tokyo. 

With  over  3000  weekly  services  to  69  Asian 
destinations,  we  are  also  a  familiar  name 
continent-wide. 

Across  5  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 

A  member  of  Continental  Airlines  OneRass 


Effective  31  October  1993.  *1992  Inflight  Research  Services  London.  For  reservations  and  information, 
call  Malaysia  Airlines  toll-free:  1-800-421-8641 


GREAT  ADVANCEM 
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Indeed,  technology  marches  on.  Just  when  you  thought  automobile 
design  had  risen  to  a  level  where  a  vehicle  couldii  t  possibly  be  made  more 
comfortable,  a  new  advancement  makes  its  debut. 

Only  this  isn  1  a  feat  of  engineering.  It  s  actually  a  feat  of  finance.  | 
call  it  Value  Pricing  and  it  is  nothing  less  than  an  entirely  new 
way  to  buy  a  car.  Imagine.  You  walk  into  a  showroom.  You  eve  your 
doired  auto.  You  notice  that  the  features  von  want  (from  air  conditioning 
to  \\l/l  \l  cassette  stereo  to  anti-lock  brakes)  are  already  included  at  a 
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fS  in  COMFORT. 


Rvalue  priced 

• 

■ 

- 

■ 

■ 

• 

STANDARD  VEHICLE  PRICE 

19  ffg  28 

■ 
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w  sticker  price  -  a  combination  that  reduce*  purchase  hassles.  Or.  to 
q)lain  it  yet  another  way.  there  is  less  of  a  reason  to  haggle. 

Which,  obviously,  gives  vou  more  of  a  reason  to  visit  a  Chevrolet. 
MC  Truck,  Pontiac.  Oldsmobile.  Buick  or  Cadillac  dealer  in  your  an  a. 
here  are  46  Value  Priced  models  in  all  on  display  at  General  Motors 
salers,  along  with  a  renewed  commitment  to  treating  the  customer  right. 

o  Do 

In  other  words,  we're  changing  our  system  at  GM.  Vou  know,  so  vou 
on  t  experience  a  shock  to  yours.     GENERAL  MOTORS 


OIWlCMCnqi  M«'ar»»nu  yrau  >sfel)  belts  evon  nilli  aiiba 


/  d  s  in  a  h  ile      •      B  ii  i  c  k 
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Billion-Dollar  Loan  Package. 
New  R&D  Tax  Credits. 
Customized  Job  Training. 
FastTrack  Permitting. 
Utilities  Assistance. 
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"They're  up  to  something!1 


Special  Olympics 
World  Qai  <■  ■ 
Connecticut  1995 


isa 

fa 


You  bet  we  are:  To  draw  your  business  to  Connecticut,  we're  offering  one  of 
America's  most  innovative  incentive  programs.  For  CONNECTICUT 

Our  free  information  package,  call  1-800-392-2122.      The  State  That  Thinks  Like  A  Business. 
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i  ING  AT  FAIRNESS:  HOW  AMERICA'S  SCHOOLS  CHEAT  GIRLS 

j  Ayra  and  David  Sadker 
Dners  •  347pp  •  $22 


EE  JANE 
IT  IGNORED 


M^hen  my  daughter,  Emily,  en- 
SfaJm  tered  first  grade  last  fall,  I 
Wwm  wanted  to  tell  her  about  how 
arned  to  read  in  the  1960s.  So  I  went 
;he  local  library  for  a  Dick  and  Jane 
ik.  Guess  what!  Not  only  have  Dick 
I  Jane  been  banished  from  the  class- 
in,  they've  been  banned  from  public 
•aries  as  well.  The  only  entry  in  the 
d  catalog  was  Dick  and  Jane  as  Vic- 
is:  Sex  Stereotyping  in  Children's 
aders.  I  decided  that  was  too  ad- 
iced  for  my  six-year-old. 
Has  this  sexism  stuff  gone  too  far? 
at  was  my  thought  as  I  picked  up 
rra  and  David  Sadker's  Failing  at 
irness:  How  America's  Schools  Cheat 
rls.  Didn't  we  deal  with  this  issue 
:k  in  the  1970s?  Why  are  people  still 
iting  about  it? 

The  Sadkers'  answer  is  grim.  Their 


book  overflows  with  chilling  examples 
of  gender  bias  in  the  classrooms  of  to- 
day, from  preschool  (where  a  teacher 
shows  boys  how  to  use  the  VCR  but  pops 
a  tape  in  for  the  girls)  to  medical  school 
(where  an  instructor  refers  to  a  female 
cadaver  as  "a  Playboy  bunny"  before 
cutting  off  the  breasts  and  tossing  them 
in  the  trash). 

The  authors,  education  professors  at 
American  University,  are  among  the 
most  prominent  and  well-regarded  ex- 
perts on  sexism  in  schools.  Myra  Sadker 
wrote  the  first  textbook  on  gender  equi- 
ty for  educators,  and  the  two  conducted 
several  multiyear  studies  during  the 
1980s.  Through  lectures,  workshops,  and 
hundreds  of  hours  of  classroom  observa- 
tion, they  collected  the  rich  material  for 
this  book,  which  teems  with  vivid  exam- 
ples and  resonates  with  the  voices  of 


parents,  teachers,  and  women  remem- 
bering their  own  school  days. 

The  authors  admit  that  schools  are  a 
lot  less  sexist  now  than  they  were  in  the 
1960s,  when  they  were  PhD  candidates. 
Then,  Myra's  voice  went  unheard  in 
meetings,  while  David  got  credit  for 
work  they  did  jointly.  But  the  momen- 
tum of  the  1970s  stalled  in  the  1980s, 
they  say,  when  conservative  Republi- 
cans gutted  federal  programs  for  gender 
equity.  The  Women's  Educational  Equity 
Act,  a  federal  program  to  encourage 
women  in  science  and  math,  had  its  bud- 
get slashed  and  its  staff  reassigned.  Title 
IX,  which  outlaws  sex  bias  in  schools, 
became  "a  paper  tiger,  declawed."  Since 
then,  the  Sadkers  say,  efforts  to  eradi- 
cate sexism  in  education  have  been  half- 
hearted. 

And  sexism,  they  say,  is  still  perva- 
sive. They  document  the  "subtle  and  in- 
sidious gender  lessons"  that  seem  "in- 
significant when  looked  at  individually 
but  that  have  a  powerful  cumulative  ef- 
fect." Most  teachers,  they  show,  uncon- 
sciously give  boys  more  attention,  praise, 
and  specific  instruction  than  girls,  who 
usually  get  such  comments  as  "0.  K."  or 
"Neat  handwriting."  Boys  are  more  like- 
ly to  call  out  answers,  while  girls,  over 


STANDARD  &  POOR'S  INVESTOR'S  GUIDES 


Essential  IVIarket  Intelligence 


Standard  &  Poor's 
STOCK  AND 
BOND  GUIDE 


Standard 
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400 

GUIDE 


Complete  S&P  investment  performance 
data  and  analysis  on  over  12,000  stocks, 
bonds,  and  mutual  funds  -  all  new  for  1994. 
•4  500  pages,  $19.95  Paperback 

Profiles  of  America's  most  watched  companies 
including  detailed  performance  data,  P/E  ratio, 
product  line,  recent  business  developments,  key  per 
share  data,  plus  statistical  tables  of  income  and  bal- 
ance sheet  data  that  facilitate  quick  comparisons 
between  competing  investment  options. 
1,050  pages,  $19.95  Paperback  ► 


The  definitive  high-growth  company  scoreboard,  this  guide 
profiles  smaller,  fast-growing  companies  and  pinpoints 
many  hidden  stock  values  for  savvy  investors. 
■4  848  pages,  $19.95  Paperback 
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Available  at  your  local  Bookseller  or  call  toll-free  1-800-2-MCGRAW 
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WARDROBE      RULE  #1 

The  guy  who  knows  where  he's  going  knows  just  what  to  wear.  Florsheim.  Whether  it's  dressing  up. 
cooling  down  or  stepping  out.  The  right  shoe  for  the  right  time.  All  the  time. 

Handcrafted  •  Engineered  to  fit  better  ■  Starting  at  $59.95 


F  LORS  H  E  I  M  „ 


Justice  has  prevailed! 

With  a  unanimous  decision  in 
the  AM D"80C287  "microcode  case, 
a  federal  court  |ury  has  confirmed 
AMD's  right  to  sell  microchips  con- 
taining Intel  microcode  AMD  will 
continue  to  supply  Am386'  and 
Am486"  microprocessors  without 
interruption. That  is  good  for  us, 
good  for  the  industry,  and  good  for 
you.  In  that  spirit,  we  call  upon 
Intel  to  end  the  legal  harassment  of 
AMD  in  the  courtroom  and  recog- 
nize the  value  of  fair  competition. 

After  all,  AMD  has  provided 
innovation  and  aggressive  compe- 
tition to  the  microprocessor  market- 
place over  the  past  12  years  and 
through  the  four  generations  of 
microprocessors  from  the  Am8086 
to  the  Am486. 

We  are  committed  to  providing 


innovation  and  better  value  within 
the  Microsoft"  Windows:compatible 
standard. Our  high-performance  and 
low-voltage  microprocessors  have 
earned  us  numerous  awards,  includ- 
ing PC  Magazine's  Technical  Excellence 
Award  and  Byte  Magazine's  Award 
of  Distinction 

It's  all  part  of  our  strategy  to 
deliver  the  microprocessors  the 
market  demands,  and  we've  made 
good  on  that  promise.  In  the  past 
decade,  we've  shipped  over  60  mil- 
lion X86  microprocessors— over  20 
million  in  the  last  two  years  alone. 

Innovations  will  continue.  Our 
new  K5  microprocessor,  with  a  pro- 
prietary architecture,  will  be  sampled 
by  year-end.  K5  is  a  high-performance 
fifth-generation  Microsoft  Windows- 
compatible  microprocessor. 

It's  a  thrilling  time  for  AMD.  We 


are  focused  on  winning  in  the  marke 
place  through  tough  competition 
innovation,  and  differentiation.  That 
the  kind  of  attitude  you'd  expect 
from  a  company  that  had  more  tha 
$1.6  billion  in  sales  in  1993— a 
Fortune  500  giant  with  over  12.00C 
highly  trained,  motivated  profes- 
sionals who  are  dedicated  to  success 5i 

Rest  assured,  AMD  will  continu 
its  history  of  success  and  leadershi 
into  the  21st  century. 
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W  I  Sanders  III 

Chairman  and  Chief  Executive  Officer 
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le,  become  more  silent, 
prove  this,  the  Sad- 
rs  videotaped  many 
tchers— who  were  usu- 
v  shocked  to  discover 
i  bias  in  their  teaching. 
In  middle  school  and 
[h  school,  self-esteem 
Is  for  both  sexes,  but 
Is'  falls  far  more  sharp- 
than  boys'.  Smart  girls 
/  to  hide  their  good 
ades  to  stay  popular. 
i*ls'  test  scores  drop,  es- 
cially  in  math  and  sci- 
ce.  One  of  the  book's 
)st  stunning  passages 
otes  boys  who  were 
feed  how  they  would 
il  if  they  suddenly  he- 
me girls.  "I  would  kill  myself  right 
fay  by  starting  myself  on  fire  so  no 
e  knew,"  said  one.  "I  would  run  in 
mt  of  a  huge  semi  in  18th  gear  and 
ve  my  brains  mashed  to  Jell-O,"  said 
other. 

The  book  ends  more  positively,  cit- 
g  quiet  ways  that  parents,  teachers, 
id  students  have  influenced  schools  to 
;  more  sensitive  to  girls'  needs.  In 
isses  where  the  Sadkers  trained  teach- 
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videotaped  teachers, 
who  were  often  shocked 
to  discover  the  bias  in 
their  own  teaching 
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ers  to  recognize  bias,  the  ratio  of  males 
to  females  calling  out  answers,  original- 
ly eight  to  one,  fell  to  eight  to  seven. 

For  parents  of  daughters,  the  mes- 
sage is  overwhelming.  As  soon  as  I  fin- 
ished the  book,  I  called  the  nearest  all- 
girls  school.  Such  institutions  are  back  in 
vogue  because  they  encourage  assertive- 
ness  and  self-confidence.  And  the  Sad- 
kers, who  sent  one  daughter  to  an  all- 
girl,  middle  school,  seem  to  approve. 


Critics  of  the  Sadkers 
note  that  women  have 
made  big  gains  over  the 
past  20  years.  More  than 
half  of  college  students 
are  women,  and  their 
numbers  have  grown  dra- 
matically in  medical,  law, 
business,  and  other  tradi- 
tionally male  programs. 
Schools  are  far  less  biased 
than  movies,  television, 
books,  or,  God  forbid,  vid- 
eo games. 

My  only  gripe  is  differ- 
ent. U.S.  schools  have 
more  fundamental  prob- 
lems than  sexism.  Bring- 
ing the  teaching  of  both 
sexes  up  to  international 
standards  is  a  far  more  important  chal- 
lenge. Teachers  and  parents  should  read 
this  book,  and  teachers  should  try  to 
eradicate  bias  and  promote  gender  equi- 
ty. But  all  of  our  kids  will  be  cheated  if 
schools  don't  start  providing  the  educa- 
tion they  need  to  compete  in  the  global 
economy  of  the  21st  century. 

BY  DORI  JONES  YANG 
Yang  graduated  from  an  all-girls  high 
school  before  attending  Princeton. 
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CUT  THE  GRAYBEARDS 

A  SMALLER  SLICE  OF  THE  PIE 


BY  GARY  S  BECKER 


In  1960,  less  than 
10%  of  the  U.S. 
population  was  over 
60— but  that's 
expected  to  double 
by  2020.  So  a 
growing  tax  burden 
will  fall  on  a  smaller 
fraction  of  young 
workers 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


Getting  old  is  better  than  the  alterna- 
tive, the  adage  has  it.  But  while  grow- 
ing old  still  has  plenty  of  disadvan- 
tages, its  attendant  burdens  have  been 
lessened  over  the  past  several  decades  through 
technological  advances  in  medical  care,  age-dis- 
crimination legislation,  and  increased  Social 
Security,  disability,  and  medical  payments.  Ob- 
viously, society  should  assist  the  old  who  need 
help,  but  the  U.  S.  and  other  rich  nations  have 
gone  too  far  in  catering  to  elders  who  are 
reasonably  well  off.  This  is  imposing  a  heavy 
burden  on  young  people  that  before  long  could 
lead  to  open  warfare  between  the  generations. 

Social  Security  benefits  and  government 
spending  on  the  health  of  the  elderly  total  7% 
of  gross  national  product  and  30%  of  federal 
spending  in  the  U.  S.,  up  from  only  20%  of 
federal  spending  in  1970.  Similar  percentages 
are  found  in  Germany,  Sweden,  and  other  rich 
countries.  Spending  growth  on  these  entitle- 
ments is  an  important  cause  of  the  budget  cri- 
ses in  the  U.  S.  and  many  European  countries. 

Spending  on  the  care  of  older  persons  also 
is  partly  responsible  for  the  rapid  rise  in  med- 
ical expenditures  during  the  past  decade.  Com- 
ing health-care  reform  may  or  may  not  lessen 
this  impact.  Even  though  persons  over  age 
60  constitute  only  about  12%  of  the  U.  S.  pop- 
ulation, they  absorb  some  40%  of  spending  on 
medical  care.  Since  older  persons  are  more 
susceptible  to  life-threatening  illnesses,  it's  in 
the  nature  of  things  that  they  will  claim  a 
big  chunk  of  medical  spending  even  in  an  ide- 
al health-care  system.  But  some  health  ex- 
perts argue  that  too  little  is  spent  on  preven- 
tive care  and  too  much  on  helping  the  elderly 
cling  to  life  a  little  longer. 
LARGER  share.  It's  easier  for  a  country  to  be 
generous  to  its  senior  citizens  when  they  are  a 
small  fraction  of  the  population,  but  that  is  not 
the  case  in  industrialized  countries,  where  a 
declining  birth  rate  has  combined  with  in- 
creasing life  expectancy  to  raise  the  proportion 
of  the  population  that  is  over  60.  In  the  U.  S., 
this  proportion  was  under  10%  in  1960;  it  is 
projected  to  rise  to  20%  by  2020.  In  Japan,  it 
is  expected  to  reach  almost  30%  by  2020,  while 
in  Germany,  the  elderly  may  exceed  a  third  of 
the  population  by  2030. 

This  trend  implies  that  a  growing  tax  bur- 
den to  pay  for  benefits  to  the  elderly  will  fall 
on  a  smaller  fraction  of  the  population.  Accord- 
ing to  estimates  in  the  recently  released  U.  S. 
federal  budget,  those  born  in  1920  paid  less 
than  30%  of  their  lifetime  income  in  taxes,  af- 
ter netting  out  Social  Security  and  other  pay- 
ments from  the  federal  government,  while  to- 
day's teenagers  will  pay  almost  37%.  These 


a 
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demographic  trends  are  surely  going  to  contii 
ue,  so  according  to  the  same  estimates,  peop! 
in  their  prime  20  years  from  now  may  pa 
over  66%.  Other  estimates  show  that  befor 
long,  Social  Security  taxes  in  Germany  wi 
have  to  rise  to  30%  of  wages  just  to  kee  o 
pensions  at  promised  levels. 

Transfers  of  wealth  from  the  young  to  th 
old  won't  be  the  only  source  of  friction  b< 
tween  the  generations.  The  Age  Discriminatio  ® 
Act  of  1967  in  the  U.  S.  unleashed  a  stream  (  p 
litigation  by  older  workers  charging  unfai  jei 
employment  discharge  and  discrimination  i 
pay  and  promotions.  Suits  by  older  employee 
have  become  one  of  the  fastest-growing  an 
most  successful  forms  of  litigation  in  the  fedei 
al  courts.  Juries  have  considerable  sympath; 
toward  older  workers,  even  though  as  a  grou]  - 
they  have  the  lowest  unemployment  rates 
are  the  best  paid,  and  have  the  most  sought 
after  jobs. 

lobbying  clout.  In  1986,  Congress  passed  ai 
amendment  to  the  Age  Discrimination  Ac 
that  eliminated  forced  retirement,  though  var 
ious  exceptions  were  granted  for  occupation;  f 
and  industries  that  require  physical  strengtl 
and  other  characteristics  of  youth.  The  state 
purpose  of  the  amendment  is  to  enable  th< 
economy  to  continue  to  benefit  from  the  skill; 
of  older  workers  and  to  reduce  the  drain  or  * 
the  Social  Security  system  by  keeping  mort 
older  persons  in  the  labor  force.  But  the  ironj. 
is  that  other  legislation,  notably  generous  So 
cial  Security  and  disability  programs,  caused 
the  sharp  decline  in  labor-force  participation  by  * 
persons  over  60,  despite  overall  improvement 
in  their  health. 

Senior-citizen  lobbies  wield  such  politica 
clout  in  most  countries  that  despite  growin: 
complaints  from  taxpayers,  governments  have  | 
shrunk  from  reducing  benefits  to  the  elderly 
though  Britain  recently  eliminated  a  few  per 
quisites,  and  Germany  is  hoping  to  reduce 
slightly  its  generous  system  of  transfers.  The 
Clinton  Administration  seems  to  have  shied 
away  from  proposing  even  modest  reductions 
in  Social  Security  benefits  despite  the  fact 
that  it  is  desperately  seeking  ways  to  finance 
welfare  reform  and  expanded  job-training 
programs. 

I  believe  that  the  young  eventually  wi 
rebel  against  tax  and  other  burdens.  They 
will  demand  restraints  on  transfers  to  the  eld 
erly  and,  possibly,  even  major  modifications  in 
age-discrimination  and  retirement  legislation 
To  avoid  an  ugly  clash  between  the  genera 
tions,  politicians  should  begin  to  reduce  these 
entitlements  and  other  privileges  to  older  per 
sons  now. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ON'T  TOSS  AND  TURN 
)VER  RISING  RATES 


INF1ATI0N? 
WHAT  INFLATION? 


s  it  time  to  lose  sleep  over  rising  interest  rates?  After 
all,  rate-sensitive  areas  of  the  economy,  including 
housing,  equipment  investment,  and  consumer  durables, 
•ounted  for  nearly  80%  of  the  economy's  growth  in  the 
it  year.  Now,  the  Federal  Reserve  has  begun  to  tight- 
monetary  policy,  and  long-term  interest  rates  are  more 
in  a  full  percentage  point  higher  than  they  were  six 
>nths  ago. 

Before  you  start  getting  circles  under  your  eyes, 
)ugh,  consider  some  important  factors.  First,  will  long- 
m  rates  stay  at  their  loftier  levels— near  7%  for  30-year 
easuries— or  will  they  fall  back  in  line  with  the  generally 
od  outlook  for  inflation? 

Some  easing  in  long  rates 
seems  likely,  as  the  economy  be- 
gins to  show  signs  of  a  cooler 
pace  of  growth  in  coming 
months.  Already,  based  on  Jan- 
uary and  February  data  for  in- 
dustrial production,  retail  sales, 
and  housing  starts,  first-quarter 
growth  is  shaping  up  to  be  less 
than  half  of  the  fourth  quarter's 
blistering  7.5%  pace.  Also,  for- 
eign demand  is  too  weak  to  sus- 
in  last  quarter's  20.5%  surge  in  exports. 
Also,  long  rates  should  retrace  some  of  their  sharp 
;e  as  more  good-looking  price  reports  convince  the  mar- 
it  that  the  Fed  is  ahead  in  the  inflation  game,  not  be- 
nd. In  fact,  the  bond  market  reacted  very  positively  to 
e  tame  February  price  indexes  at  both  the  producer  and 
nsumer  levels  reported  on  Mar.  15  and  16  (chart). 

A  21-YEAR  To  be  sure,  the  price  indexes  tell  us 
LOW  FOR  where  inflation  was,  not  where  it's  go- 
MEDICAL  ing5  but  the  latest  reports  show  that  in- 
INFLATION  fiation  was  still  falling  in  February.  The 
oducer  price  index  rose  0.5%  last  month,  reflecting 
gher  energy  prices,  especially  a  23.5%  surge  in  heating- 
costs  related  to  unusually  heavy  demand.  Excluding  en- 
gy  and  food,  the  core  PPI  edged  up  just  0.1%.  For  the 
sar,  both  total  and  core  PPI  inflation  are  about  zero. 
Consumer  inflation  is  equally  benign.  The  consumer 
ice  index  rose  0.3%  in  February,  after  no  change  in 
.nuary,  and  the  core  CPI  also  was  up  0.3%.  Annual  CPI  in- 
ition  is  now  2.4%,  down  from  2.8%  six  months  ago  and 
3%  a  year  ago. 

Much  of  the  February  increase  stemmed  from  a  1.6% 
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jump  in  energy  prices  and  a  0.4%  rise  in  housing  costs. 
Price  hikes  elsewhere  were  small.  Medical  care  costs,  for 
example,  rose  0.3%  in  February,  and  in  the  past  three 
years,  annual  health-care  inflation  has  dropped  from  9.6% 
to  4.9%— the  lowest  in  21  years. 


NEW-HOME 
BUYERS 
SHOULDN'T 
BE  FAZED 


HOUSING  STARTS 
THAW  OUT  A  BIT 


Consider  also  that  long-term  interest  rates 
have  given  back  only  about  half  of  their 
decline  since  topping  8%  in  May,  1992. 
Using  the  rule  of  thumb  that  each  tenth 
of  a  point  decline  equals  $10  billion  in  economic  stimulus 
over  a  two-year  period,  the  recent  rate  rise  has  taken 
some  $100  billion  out  of  the  economy,  but  $100  billion  is 
still  there,  even  if  rates  stay  at  7%. 

Of  course,  housing  stands  to  lose  the  most  from  higher 
rates,  but  the  rise  is  not  big  enough  to  shut  out  large 
numbers  of  potential  home  buyers.  Since  hitting  a  20- 
year  low  of  6.83%  back  in  October,  the  average  rate  for 
30-year  fixed-rate  mortgages  has  risen  to  7.62%  for  the 
week  ended  Mar.  4.  For  the  median  new-home  price  of 
$125,000,  that  rise  adds  only  $75  to  the  monthly  pay- 
ment and  raises  the  qualifying  income  level  by  just  $3,500. 

Housing  should  remain  a  con- 
tributor to  growth  this  year. 
Housing  starts  rebounded  a  bit 
in  February,  rising  4.1%  to  an 
annual  rate  of  1.31  million,  after 
a  weather-blighted  22%  plunge 
in  January  (chart).  The  expected 
number  of  new  households  and 
rebuilding  after  the  California 
earthquake  should  lift  starts  fur- 
ther as  the  spring  and  summer 
building  season  kick  into  gear. 

As  a  result,  builders  remain  optimistic.  A  February 
survey  by  Dun  &  Bradstreet  says  that  construction  ex- 
ecutives think  conditions  are  so  good  that  higher  interest 
rates  will  not  choke  off  growth  in  the  industry. 

Looking  further  ahead,  the  Federal  Reserve  is  not  like- 
ly to  take  monetary  policy  anywhere  near  a  level  that 
could  be  called  restrictive.  Its  stated  goal  is  to  move  pol- 
icy from  "very  accommodative"  to  "neutral."  One  Fed 
governor  recently  described  neutral  policy  as  a  1.5%  fed- 
eral funds  rate,  adjusted  for  inflation.  With  CPI  inflation  at 
2.5%,  that  would  imply  a  move  in  the  funds  rate  to  4%, 
from  3/4%  currently.  Even  a  hike  to  4%%,  however,  is  not 
likely  to  severely  crimp  this  expansion. 

But  if  low  interest  rates  will  no  longer  propel  growth, 
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RETAIL  SALES 
BOUNCE  BACK 


what  will?  The  new  source  of  power  is  solid  fundamentals. 
Healthier  job  growth  is  fueling  personal  income,  low  in- 
flation is  lifting  buying  power,  and  growing  profits  are 
generating  more  cash  for  companies  to  invest. 

At  the  same  time,  the  econo- 
my's structural  barriers  are 
crumbling.  Most  important, 
households  and  businesses  have 
spruced  up  their  balance  sheets— 
a  result  specifically  orchestrated 
by  the  Fed's  accommodative  pol- 
icy. Also,  banks  are  more  will- 
ing to  make  loans,  business  con- 
struction is  slowly  coming  back, 
and  the  drag  from  defense  cuts 
is  diminishing. 
Extra  money  means  demand  momentum  will  feed  upon 
itself  as  spending  lifts  production,  which  will  lead  to  more 
hiring  and  thus  more  consumer  income  to  keep  demand 
rising.  And  increased  demand  will  justify  more  capital  pro- 
jects, even  at  higher  borrowing  costs. 


▲  MONTHLY  PERCENT  CHANGE 
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CROWDED 
STORES 
AND  BUSY 
FACTORIES 


The  February  retail  sales  data  made  it 
evident  that  the  consumer-spending  spree 
is  not  over.  Retail  receipts  jumped  1.5% 
last  month,  rebounding  from  the  weather- 
related  1.6%  drop  in  January  (chart).  The  gains  were 
quite  widespread.  Of  the  major  categories,  only  sales  of 
building  materials  dropped  in  February,  a  reflection  of 
slower  housing  activity  this  winter. 

Even  with  the  drop  in  sales  in  January,  retailers  man- 
aged to  pare  their  inventories  by  0.2%  in  the  month.  For 
all  businesses,  inventories  were  unchanged  in  January,  but 
the  weather  caused  a  0.3%  drop  in  business  sales.  Still,  the 
ratio  of  business  inventories  to  sales  stood  at  an  ex- 
tremely tight  1.43  in  January.  The  need  to  restock  some 
warehouse  shelves  will  keep  the  manufacturing  sector 
humming  in  the  spring  months. 


WHERE  CAPACITY 
IS  TIGHTEST 


Factories  already  are  buzzing  with  activity.  Industrii 
output  rose  for  the  ninth  straight  month,  with  a  0.4%  ir 
crease  in  February.  Utility  output  dropped  1.3%,  afte 
the  icy  weather  boosted  energy  use  by  3.6%  in  Januan 
Factory  output  alone  was  up  0.6%  in  February. 

So  far  this  quarter,  manufacturing  production  is  ac 
vancing  at  a  6.6%  pace,  below  the  8.3%  pace  of  the  fourt 
quarter.  That's  just  another  sign  that  the  economy  still  i 
expanding,  but  at  a  slower  pace. 

Auto  makers  are  especially  busy,  thanks  to  strong  v( 
hide  sales.  Cars  and  light  trucks  were  assembled  at 
record  13.9  million  annual  rate  last  month.  Output  shouL 
decline  in  the  spring,  as  sales  slow  to  a  more  sustainabl 
pace.  In  February,  however,  vehicle-assembly  lines  opei 
ated  at  a  stunning  100.2%  of  their  capacity 

Other  industries  are  running 
above  90%  of  capacity  as  well 
(table),  as  demand  keeps  pro- 
duction lines  in  overdrive.  For 
all  industry,  the  operating  rate 
rose,  to  83.4%  in  February,  from 
83.3%  in  January,  while  the  man- 
ufacturing rate  ticked  up  to 
82.6%,  from  82.3%. 

Luckily  for  the  Fed,  high  op- 
erating rates  of  some  producers 
are  not  pushing  on  prices.  In 
fact,  according  to  the  producer  price  data,  only  lumber  an< 
steel  prices  have  managed  big  gains  over  the  past  year 
and  that's  from  depressed  levels.  For  others,  especially 
computer  makers,  prices  still  are  falling 

The  lack  of  price  pressures  illustrates  the  growing  im 
portance  of  global  competition  and  overseas  capacity 
However,  the  absence  also  makes  it  clear  that  long  rate; 
have  room  to  fall,  because  inflation  is  not  much  of  a  factoi 
this  year— and  probably  won't  be  until  1995.  So  in  1994,  ai 
least,  rest  easy,  and  don't  let  higher  rates  spoil  a  gooc 
night's  sleep. 
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Industry 
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AUTO  &  LIGHT  TRUCK 

100.2' 

PETROLEUM  REFINING 

92.6 

PAPER 

92.3 

IRON  &  STEEL 

91.7 

COMPUTER 

91.5 

LUMBER 

90.4 

ALL  MANUFACTURING  82.6 

DATA:  FEDERAL  RESERVE 


FEDERAL  BUDGET 


Monday,  Mar.  21,  2  p.m. 
The  U.  S.  Treasury  is  expected  to  re- 
port a  budget  deficit  for  the  month  of 
March  totaling  $44  billion.  That's  the 
median  projection  of  economists  sur- 
veyed by  MMS  International,  a  unit  of 
McGraw-Hill  Inc.  That  deficit  would  be 
less  than  the  $48.2  billion  in  red  ink 
posted  in  March,  1993.  If  the  forecast 
is  correct,  the  deficit  for  the  first  five 
months  of  fiscal  1994  would  be  $120.4 
billion,  down  from  $138.8  billion  for  the 
same  period  in  1993.  At  that  pace,  the 
budget  gap  for  all  of  1994  is  likely  to  fin- 
ish the  year  below  the  $235  billion  pro- 
jected by  the  Administration's  Office  of 


Management  &  Budget,  largely  reflect- 
ing increased  receipts  as  a  result  of  the 
tax  hike  on  upper-income  individuals  and 
better-than-expected  economic  growth. 

TRADE  BALANCE  

Tuesday,  Mar.  22,  8:30  cum. 
The  U.  S.  is  expected  to  post  a  mer- 
chandise trade  deficit  of  $8.6  billion  for 
January,  up  from  $7.4  billion  in  Decem- 
ber, according  to  the  MMS  survey.  The 
economists  look  for  a  2.4%  decline  in 
exports  and  a  Ll%  rise  in  imports.  Also, 
starting  with  the  January  data,  the  gov- 
ernment will  report  trade  in  both  mer- 
chandise and  services  on  a  monthly  ba- 
sis. Previously,  trade  data  for  services 
were  available  only  quarterly.  The  new 


report  will  give  a  more  complete  pic 
ture  of  U.  S.  trade  flows  consistent  wit! 
the  quarterly  data  on  net  exports  in  the 
gross  domestic  product  accounts.  Since 
the  U.  S.  now  runs  a  trade  surplus  ir 
services,  the  overall  monthly  deficit  foi 
both  goods  and  services  will  be  smaller 
than  with  merchandise  alone. 

DURABLE  GOODS  ORDERS 


Wednesday,  Mar.  23,  8:30  a.m. 
Manufacturers'  new  orders  for  durable 
goods  in  February  likely  dipped  0.5% 
says  mms,  after  six  monthly  increases 
in  a  row.  The  14%  order  surge  in  the 
transportation  sector  in  January  is  like- 
ly to  reverse  course  in  February,  drag- 
ging down  overall  bookings. 
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Once  This  National  Hamburger  Chain  Saw  What 
Our  Services  Could  Do  For  Them  Regjona  ly,  They  Only  Had  One  Question 


Whe  n  a  national  fast-food  giant  got  an  appetite  to  streamline  and  extend  their  telecommuni- 
cations wi  th  tli  ousands  of  franchises  nationally,  they  turned  to  the  company  with  the  higgest  ideas 
a  net  proven  expertise.  Bel/South.  We  deli  vered.  hirst,  we  helped  set  up  a  voice-mail  system  that 

allowed  them  to  tie  their  locations  together  across  the  country. 

f  AlllH  ThDU  l*Dt  ThPIH  Tft  l*A?  Then  we  coordinated  cellular  service  for  their  field  managers 

VUllIu  I  llvjf  \XX  I  llvlll  10  llO.  nationwide.  With  a  single  point  of  contact  for  sales  and  service. 

They  came  to  BellSouth  hecause  were  more  than  one 
company.  Were  a  family  of  communications  companies  capahle  of  providing  your  husiness  with  the  same 
comhination  of  wireless  and  wireline  solutions  we  provide  for  them. 

From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated  telecommunications 
networhs,  BellSouth  has  the  depth  of  resources  required  to 

meet  your  communications  challenges  today.  And  tomorrow.  t  1  .  ,. 

u  ^  -  lelecommunications 

For  a  taste  of  what  BellSouth  can  do  lor  you.  call  r  /        ,.  o 

J  J  information  Services 

your  BellSouth  representative  or  1-S00-720-BFLL.  \f  L  I  n  ■ 

^  r  Mobile  Communications 

Advertising  Services 
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Everything  }o/<  Expect  From  A  Leader^ 


EXECUTIVE  SUITE  I 


MARCH  28,  199.  « 


THEIR  CUP  RUNNETH 
OYER— AGAIN 

SHORT-TERM  STOCK  OPTIONS  AND  BENEFITS  TAKE  UP  WHERE  PAY  LEAVES  OFF 


Are  you  sitting  clown?  Forget  all 
you've  heard  about  the  real  and 
threatened  restraints  on  execu- 
tive pay,  imposed  by  investor  gadflies  or 
Washington  regulators.  This  year's  batch 
of  proxy  statements,  which  are  begin- 
ning to  tumble  out  of  companies,  is  like- 
ly to  bring  tidings  of  record  paychecks 
for  many  of  the  nation's  top  chief  execu- 
1  ives. 

From  Wall  Street  CEOs  to  Detroit 
auto  chieftains  to  Texas  corporate  oil 
barons,  executive  pay  is  soaring  again. 
The  reasons  are  simple:  Corporate  prof- 
its are  way  up,  and  so  are  stocks.  The 
economic  upturn  is  helping  trigger  siz- 
able bonus  payouts  and  prompting  exec- 
utives to  cash  in  their  stock  options. 
"We're  going  to  see  some  big  numbers, 
not  in  salary  increases  but  in  bonuses 
tied  to  performance  and  stock-option  ex- 
ercises," says  Peter  T.  Chingos,  head  of 
the  compensation  practice  at  KPMG  Peat 
Marwick. 

'I'lic  lofty  numbers— in  IBBHPI 
the  face  of  massive  down- 
sizing by  major  U.  S.  cor- 
porations—could kick  up  yet 
another  fuss  over  executive 
pay.  This  year,  too,  there 
may  be  more  to  complain 
about:    Many  companies 
continue  to  hand  out  gener- 
ous grants  of  stock  options 
that  are  exercisable  within 
12  months.  That  means  ex- 
ecutives can  get  to  their 
payout  faster,  in  large  part 
defeating  the  intent  of  those  who 
saw  stock  options  as  a  means  of  re- 
warding loyalty  and  long-term  perfor- 
mance. 

MICKEY  MIGHTY,  instead,  top  executives 
are  receiving  some  very  juicy  short-term 
prizes.  No  one  is  expected  to  beat  out 
Walt  Disney  Chairman  Michael  D.  Eis- 
ner's record  $197  million  stock-option 
gain  in  the  company's  fiscal  1993  year. 
But  Citicorp's  John  S.  Reed  got  $(5.4 
million  in  cash  and  restricted  stock,  near- 


ly triple  his  pay  of  1992— without  count- 
ing his  450,000  new  stock  options.  Dan- 
iel P.  Tully,  CEO  of  Merrill  Lynch,  took 
down  $8.3  million  in  cash  and  restricted 
stock,  up  28%  from  1992.  At  Exxon, 
Chairman  Lee  R.  Raymond's  pay  pack- 
age soared  75%,  to  $4.5  million. 

Although  Detroit's  Big  Three  have 
yet  to  report  1993 
pay,  Chrysler  Presi- 
dent Robert  A.  Lutz 
cashed  in  stock  op- 
tions worth  at  least 
$5.1  million  last 
year,  according  to 
filings  with  the  Se- 
curities &  Exchange 
Commission.  Other 
executives  exercis- 
ing stock  options: 
Coca-Cola  Chairman 
Roberto  C.  Goizueta, 
whose  total  pay  last 
year  was  $14.5 


But  some  other  troubled  companie; 
paid  big  money  last  year  for  top-tie: 
talent:  An  exceptionally  large  number  o 
CEOs  were  wooed  to  new  jobs  with  bi^ 
cash  carrots.  Consider  George  M.C 
Fisher,  who  left  Motorola  to  be  East 
man  Kodak's  CEO,  with  one  of  the  larg 
est  sign-on  bonuses  ever:  $5  million 


MICHAEL  A. 
MILES 


PHILIP 
MORRIS 


million  of  it  from  the  exercise  of  300,000 
stock  options. 

Not  everyone  is  sharing  in  the  good- 
ies. Michael  A.  Miles,  CEO  of  slumping 
Philip  Morris,  saw  his  total  pay  plummet 
63%  last  year,  to  $1.5  million.  Miles's 
bonus  fell  to  $345,000,  from  $900,000  a 
year  earlier,  and  he  didn't  get  a  cent 
from  the  long-term  program  that  award- 
ed him  $2.2  million  in  1992. 


That  check  alone  was  larger 
than  the  total  annual  pay 
ever  received  by  any  of  Ko 
dak's  previous  13  chief  exec- 
utives in  its  114-year  histo 
ry.  Louis  V.  Gerstner  Jr.  also 
got  a  $5  million  bonus  last 
year  when  he  left  rjr  Nabis 
co  for  IBM. 

What  about  that  new  law 
imiting  a  company's  tax  de 
ductability  of  executive  pay 
to  $1  million?  There  was 
plenty  of  hoopla,  but  in  the  end,  as  one 
compensation  critic  puts  it,  "a  dull  child 
can  get  around  that  rule."  True,  the  new 
cap  will  prod  more  companies  to  tie 
more  executive  pay  to  performance  tar-l 
gets.  But  compensation  consultants  say 
companies  are  likely  to  keep  CEO  salaries 
at  or  under  the  $1  million  mark  and 
load  up  on  performance-related  bennies— 
especially  stock  options. 
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Vhat  is  surprising  some  analysts, 
/ever,  is  that  many  companies— 
mg  them  AT&T,  Exxon,  Honeywell, 
■kwell  International,  and  Philip  Mor- 
-are  continuing  to  dish  out  what 


JOHN  S. 
REED 

CITICORP 


Rockwell  Chairman  Donald  R.  Beall, 
for  instance,  got  options  on  240,000 
shares  last  year:  He  can  exercise  them 
by  the  end  of  1994.  Exxon's  Raymond 
was  handed  options  on  200,000  shares  in 
1993  that  he,  too, 
can  cash  in  with- 
in a  year.  Towers 
Perrin,  the  com- 
pensation consult- 
ing firm,  says 
22%  of  276  major 
companies  boast 
stock  option 
plans  with  12- 
month  or  less 
vesting  terms— 
roughly  the  same 
'  percentage  in  the 
j  past  five  years- 
even  though  pay  ex- 
perts say  there  has 
/  been  a  greater  empha- 
sis recently  in  building 


As  a  practical  matter,  though,  few 
executives  would  exercise  an  option  and 
unload  their  stock  in  one  year— unless 
they  believed  the  company's  future 
looked  dim.  Moreover,  more  and  more 
companies  are  requiring  their  executives 
to  become  significant  stockholders.  For 
example,  American  Express  and  R.  R. 
Donnelley  &  Sons  just  joined  such  com- 
panies as  Chrysler  and  Kodak  in  making 
their  top  executives  own  stock.  Now, 
Donnelley  Chairman  John  R.  Walter  has 
to  hold  stock  worth  five  times  his  salary, 
which  was  $800,000  last  year.  "There's  a 
lot  more  activity  going  on  discouraging 
senior  management  from  selling  stock," 
says  Chingos.  "The  unwritten  rule  at 
some  companies  is  that  you  might  not 
be  eligible  to  participate  in  later  option 
grants  if  you  quickly  exercise  and  sell 
your  stock." 

FIASCO.  Look  around,  though,  and  you 
can  still  find  evidence  of  sheer,  unbridled 
excess.  How  else  to  explain  the  fiasco  at 
Lewis  Galoob  Toys,  whose  strangely 
generous  stock  option 
program  for  top  ex- 
ecutives forced  a  $4 
million  charge  against 
earnings  last  year? 

Galoob's  plan  al- 
lowed the  exercise 
price  for  800,000  op- 
tions to  decline— from 
+27]%  an  average  of  $5.33  to 

$3.98  a  share— as  the 
market  price  of  its 
stock    rose    in  the 
fourth  quarter.  The 
upshot:  The  company,  al- 
ready in  the  red,  accrued 


ojht  be  called  "quickie  options"— those 
it  vest  within  12  months.  Traditional- 
corporations  hand  out  option  grants 
it  don't  fully  vest  for  four  years  and 
l  be  cashed  in  over  a  10-year  period. 


tive  in  pay  plans. 

Is  the  quickie  op- 
tion constructive?  It 
certainly  doesn't  en- 
courage managers 
to  stick  around. 
Shorter  vesting  pe- 
riods also  let  them 
take  advantage  of 
short-term  runups 
in  the  company's 
stock  price.  "These 
companies  are  turning 
options  into  short-term  in- 
centive programs,  especially 
if  the  company's  stock  is  volatile," 
says  Graef  "Bud"  Crystal,  a  prominent 
executive-pay  critic.  "If  executives  are 
serious  about  long-term  incentives,  they 
shouldn't  be  able  to  get  their  hands  on 
stock  options  for  eight  years." 


an  additional  $4  million  loss, 
the  difference  between  the  mar- 
ket price  of  the  stock  and  the  lower 
strike  price  of  the  options.  It  has  now 
ditched  the  plan  for  its  top  seven  execs, 
giving  them  450,000  shares  in  return  for 
their  old  options.  Maintains  William  G. 
Catron,  general  counsel:  "Management 
actually  gets  less  out  of  this  revised 
plan." 

But  they're  still  getting  quite  a  bit.  In 
fact,  the  executive  gravy  train  is  un- 
likely to  be  reined  in  soon.  For  all  the 
furor  over  an  effort  by  the  Federal  Ac- 
counting Standards  Board  to  charge 
stock  options  against  corporate  earn- 
ings, the  earliest  such  a  change  might 
occur  is  1997.  Even  advocates  of  that 
rule,  however,  believe  opposition  is  be- 
coming so  strong  that  it's  unlikely  to 
ever  go  into  effect.  And  many  consul- 
tants say  the  system  is  working  just 
fine:  When  profits  go  up,  so  does  execu- 
tive pay. 

By  John  A.  Byrne  in  New  York 
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INFORMATION  HIGHWAY  I 


LOOK  WHO'S  STUCK 
IN  THE  SLOW  LANE 


The  Japanese  have  hit  the  Info  Superhighway  but  are  asking  for  directions 


I  t  was  just  a  joke,  though  a  telling 
I  one.  When  Vice-President  Al  Gore 
H  gathered  key  industry  executives  for 
his  Superhighway  Summit  in  January, 
talk-show  host  Dick  Cavett  got  up  to 
welcome  the  group— and  delivered  his 
remarks  in  fluent  Japanese.  But  he  soon 
abruptly  stopped,  peered  into  the  audi- 
ence, and  broke  up  the  crowd  with  a 
crack  about  how  he  hadn't  expected  to 
see  so  many  Americans  there. 

In  fact,  it  was  the  Japanese  who  were 
conspicuously  absent  at  the  Superhigh- 
way confab  in  Los  Angeles.  But  now, 
finally,  they're  reemerging  in  numbers. 
In  recent  months,  Japan's 
industrial  giants  have 
cautiously  invested  in  a 
diverse  scattering  of 
American  telecommunica- 
tions, software,  and  multi- 
media companies.  But  the 
moves  are  small,  the 
sums  modest.  And  the 
strategies  appear  to  have 
changed:  Most  often, 
these  arrangements  rely 
on  cooperative  develop- 
ment partnerships,  mir- 
roring the  way  business 
traditionally  has  been 
done  in  Japan. 
twice  shy.  Look  at  the 
deals  done  since  January. 
General  Magic  Inc.,  a  nas- 
cent California  company 
that  makes  multimedia 
software,  has  attracted 
investments  from  Nippon 
Telegraph  &  Telephone, 
Fujitsu,  and  Toshiba- 
each  of  them  no  more 
than  an  estimated  $5  million.  Sumitomo 
Corp.  bought  a  minority  share  of  a  Tele- 
Communications  Inc.  partnership  to  buy 
U.  S.  cable  franchises.  And  Pioneer  Elec- 
tronic Corp.  agreed  in  February  to  make 
set-top  boxes  that  control  interactive  ca- 
ble TV  using  Oracle's  database  software. 

What  a  change  from  the  buying  boom 
of  the  '80s.  Then,  Japanese  companies 
swept  up  American  technology  in  com- 
puters and  electronics.  Sony  and  Matsu- 
shita engineered  multibillion-dollar  take- 
overs of  entertainment  giants  Columbia 
Pictures  and  MCA  in  1989  and  1990.  And 
the  predictions  were  that  the  Japanese 


would  be  well  entrenched  in  the  U.  S. 
telecommunications  industry  by  now. 

It  didn't  happen,  because  the  Japa- 
nese bubble  economy  burst.  Scores  of 
the  country's  companies,  some  burned 
by  past  big  U.  S.  investments,  are  wal- 
lowing in  red  ink.  They  are  hoarding 
precious  capital,  directing  it  to  more 
traditional  ventures  in  the  booming  econ- 
omies of  East  Asia  instead  of  chasing 
the  still  ill-defined  business  of  creating 
and  delivering  information  and  enter- 
tainment to  U.  S.  homes. 

Indeed,  there's  considerable  conser- 
vatism to  Japan's  approach  this  time. 


nies  do  grab  are  usually  aimed  at  gaii 
ing  enough  expertise  to  eventually  cn 
ate  a  Japanese  Superhighway  when  th  jpi 
regulatory  gridlock  there  clears,  rathe 
than  dominating  the  American  one 
Take  Sumitomo.  It  has  invested  pei 
haps  $100  million  since  1989  in  a  serie  Sue 
'of  limited  partnerships  with  TCI  de  [re- 
signed to  buy  and  manage  small  cable  ait 
television  companies  in  the  U.  S.  Bu  jtk 
those  are  passive  investments,  Nish;» 
mura  explains.  The  real  action  is  i  ;i 
Japan's  embryonic  cable  industry,  wher  ted 
Sumitomo  brought  in  TCI  as  an  equit  b 
partner  in  several  ventures  to  help  i  M 
operate  cable  systems  and  supply  ther  j 
with  programming. 
"EXPERIMENTING."  Many  of  the  deaki 
in  fact,  are  initiated  on  the  America},!; 
side,  by  companies  interested  in  creatin, 
international  standards  based  on  thei 
technology.  Nextel  Communications  Inc 
which  is  creating  a  new  kind  of  wirelesL 
phone  technology,  sought  out  giant  NT  in 
as  a  1%  investor  and  gave  it  a  seat  oigv 


SAMURAI 
SUPERHIGHWAY 


Japanese  companies  have  made 
a  spate  of  investments  in  U.S. 
telecommunications  outfits, 
gaining  access  to  cutting-edge 
technology.  Here  are  some 
recent  deals. 

NEXTEL  Matsushita  paid  $45  mil- 
lion for  2%  of  the  wireless-commu- 
nications outfit  in  1  991 .  NTT 
invested  $75  million  in  January. 


GENERAL  MAGIC  The 

multimedia  software  company 
won  investments  estimated  at  up  to 
$5  million  apiece  from  Fujitsu  and 
Toshiba  in  March.  Sony  and  NTT 
also  are  investors. 

TELE-COMMUNICATIONS  INC. 

Sumitomo  in  February  purchased 
25%  of  a  TCI  partnership  formed 
to  buy  U.S.  cable  franchises.  TCI 
owns  1  8%  of  Sumitomo's  cable 
programming  unit. 

DAIA:  COMPANY  REPORTS,  BUSINESS  WEEK 


INTERPLAY  PRODUCTIONS 

Matsushita  subsidiary  MCA 
paid  an  estimated  $50  million 
to  $60  million  in  February  for 
a  chunk  of  the  interactive 
sofrware  publisher. 

ORACLE  The  database 
software  giant  announced  an 
agreement  in  February  with 
electronics  maker  Pioneer  to 
develop  interactive  TV 
set-top  box  technology. 


p 


"The  lack  of  resources  is  one  reason 
that  Japanese  aren't  investing,"  says 
Yasushige  Nishimura,  deputy  general 
manager  of  Sumitomo's  Media  Div.  "But 
the  more  direct  reason  is  their  lack  of 
knowledge  and  experience,  particularly 
in  the  information  or  media  industry. 
They're  unable  to  make  decisions  when 
opportunities  come  along."  Adds  Takashi 
Kiuchi,  chairman  of  Mitsubishi  Electric 
America  Inc.  in  Cypress,  Calif.:  "The  In- 
formation Highway  is  so  tied  to  Ameri- 
can culture  that  we  can't  even  under- 
stand what  we're  getting  into." 

The  opportunities  Japanese  compa- 


rt 


its  board.  General  Magic,  which  is  devel- 
oping software  for  portable  communica 
tors  and  a  communications  language  that 
would  seek  out  information  on  computei  j$ 
networks,  has  put  together  a  consor- 
tium that  also  includes  Sony  and  Matsu- 
shita. "We're  basically  experimenting  fl 
with  a  new  business  model  of  surround- 
ing ourselves  with  an  alliance  of  people 
who  are  world-class  standard  setters,' 
says  General  Magic  CEO  Marc  Porat 

For  Fujitsu  Ltd.,  which  joined  up  on  , 
Mar.  14,  the  idea  is  to  use  the  General 
Magic  technology  to  insure  a  major  role 
in  Japan's  Information  Highway.  Right 
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v,  domestic  computer  networks  and 
vices  account  for  only  6%  or  so  of 
$30  billion  in  revenues.  "We  can't  go 
depending  just  on  hardware,"  says 
kio  Ohtsuki,  senior  executive  vice- 
isident,  who  envisions  that  such  ser- 
es eventually  will  account  for  a  third 
the  company's  business. 
Such  arrangements,  say  some  experts, 
>resent  transpacific  versions  of  the 
ategic  alliances  U.  S.  companies  have 
uck  among  themselves.  "The  Japanese 
;  devoting  much  smaller  resources  to 
>  U.  S.,  and  this  time  they're  very  tar- 
ted,  very  strategic,"  says  Thomas 
•Lain,  a  U.  S.-Japan  dealmaker  at  Per- 
is Coie,  the  Seattle  law  firm.  "This  is 
3  Japanese  play  for  the  '90s,"  adds 
eridan  Tatsuno,  a  Santa  Cruz  (Calif.) 
iltimedia  consultant.  "Instead  of  in- 
sting  indiscriminately,  it's  cheaper  to 
•m  a  partnership  or  join  a  consortium 
d  let  the  Americans  call  the  shots." 
The  exceptions  are  Matsushita  and 
ny,  which  own  substantial  U.  S.  enter - 
nment  companies.  Both  are  still  invest- 
j  with  an  eye  toward  a  major  role  on 
e  Information  Highway.  Last  month, 
atsushita's  MCA  Inc.  subsidiary  took  a 
bstantial  minority  stake  in  gamemaker 
terplay  Productions  Inc.,  whose  reve- 
les  are  estimated  to  be  in  the  $50  mil- 
n  range.  "Other  companies  have  taken 
lot  of  5%  or  10%  stakes  and  they  say, 
re're  in  the  multimedia  business,' "  says 
larles  S.  Paul,  an  MCA  executive  vice- 
esident.  "But  this  isn't  a  passive  in- 
stment.  This  is  the  foundation  of  a  sub- 
intial  interactive  software  business  for 
;a  and  Matsushita." 
IRELESS  WEDDING.  Similarly,  in  Febru- 
y,  Sony  set  up  a  $52  million  venture  to 
sign  and  manufacture  digital  cellular 
lones  jointly  with  Qualcomm  Inc.,  a 
lationship  that  Sony  says  it  expects 
111  lead  to  a  wide  array  of  wireless 
nsumer  products.  Still,  there  are  signs 
the  changing  Japanese  investment 
odel:  For  the  first  time,  Sony  is  the 
inority  partner. 

As  the  Information  Superhighway 
ows,  Japanese  companies  undoubtedly 
11  take  on  a  larger  role.  Their  factories 
Japan  and  the  U.  S.  will  churn  out 
mponents  of  the  Highway,  from  simple 
t-top  boxes  and  handheld  data  termi- 
ils  to  the  complex  digital  switching- 
stems  needed  to  move  video  around 
e  networks.  "So  far,  if  you  look  at  the 
irtnerships,  Japanese  companies  are 
iing  relegated  to  the  role  of  manufac- 
rer,"  Mitsubishi's  Kiuchi  complains, 
hen  it  comes  to  the  freewheeling 
orkl  of  ideas  and  innovation,  it  still 
ems  that  the  Japanese  have  no  choice 
it  to  depend  on  the  Americans. 
By  Larry  Armstrong  in  Los  Angeles, 
ith  Larry  Holyoke  in  Tokyo  and  bureau 
ports 
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THE  MACHINISTS 
OBJECTED  TO 
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SENIOR 

MANAGEMENT'S 
PAY  PACKAGES 
—AND  THE  HEFTY 
FEES  UNION 
LAWYERS  AND 
BANKERS 
WOULD  COLLECT 


MAYBE  THEY  SHOULD  CALL  IT 
DISUNITED  AIRLINES 


The  machinists  hobble  the  buyout,  and  hopes  for  labor  peace  are  dirnmed 


First  it  was  the  deal  that  wouldn't 
die.  Now  the  employee  buyout  of 
United  Airlines  Inc.  looks  like  the 
deal  that  may  not  make  it.  After  years 
of  trying,  United's  machinists'  union 
staged  an  llth-hour  objection  to  the  $5 
billion  buyout  agreed  to  last  December. 
The  Mar.  15  deadline  that  came  and 
went  without  a  final  agreement  was  self- 
imposed,  so  the  deal  isn't  dead.  But  the 
snafu  puts  the  buyout  in  jeopardy  just 
as  the  company  was  about  to  send  out 
details  to  shareholders  in  preparation 
for  their  vote. 

What  went  wrong?  The  machinists' 
primary  objection  is  the  big  compensa- 
tion package  asked  for  by  Gerald  Green- 
wald,  the  unions'  choice  to  take  the 
helm  of  United.  The  union  also  wants 
United  managers  to  take  steeper  pay 
cuts  in  exchange  for  their  stock.  It's 
upset,  moreover,  by  fees  of  more  than 
$45  million  that  all  of  the  unions'  law- 
yers and  bankers  stand  to  collect.  "We 
ought  to  be  able  to  fix  this,  but  it  isn't 
fixed  yet,"  says  one  source  close  to  the 
deal.  United  and  its  unions  continued 
talks  on  Mar.  16,  but  no  new  deadline 
has  been  set. 

Behind  the  machinists'  action  lies  a 
growing  rank-and-file  challenge  to  the 
unions'  leadership.  A  bare  56%  majority 
of  the  International  Assn.  of  Machinists 
(IAM)  voted  to  approve  the  deal  in  Janu- 
ary. The  large  no  vote  reflected  a  feeling 
among  higher-paid  mechanics  that  the 
double-digit  pay  cuts  they've  surren- 
dered for  53%  of  the  carrier's  stock  are 
too  high.  Dissidents  claim  to  have  col- 
lected 6,400  signatures  asking  for  an 
election  to  break  away  from  the  IAM. 


That  has  put  a  scare  into  IAM  Vice-Pres- 
ident John  F.  Peterpaul,  who's  in  charge 
of  the  union's  airline  workers.  Says  Rut- 
gers University  Management  Professor 
Joseph  Blasi:  "Clearly,  there  is  an  in- 
surrection taking  place." 

To  avoid  further  backlash,  Peterpaul 
has  lashed  out  at  the  Greenwald's  con- 
tract demands.  The  former  Chrysler 
Corp.  vice-chairman  has  asked  for  a  life- 
time golden  parachute,  a  $1  million  an- 
nual contract,  and  large  stock  options, 
say  those  involved.  Another  source  of 
conflict:  Current  United  CEO  Stephen 
M.  Wolf  wants  middle  and  senior  manag- 
ers to  take  a  smaller  percentage  pay 
cut  than  lower-paid  staffers  because  he 
fears  a  mass  talent  exodus,  insiders  say. 
NO  GNASHING.  The  fracas  means  share- 
holders will  not  be  receiving  proxy  ma- 
terials in  mid-March  as  promised.  In- 
vestors aren't  gnashing  their  teeth  yet, 
though.  John  B.  Neff,  managing  part- 
ner of  Wellington  Management  Co.,  Unit- 
ed's top  shareholder  with  10%,  says  he 
isn't  sure  he  would  vote  yes  anyway: 
He  doesn't  think  employees  are  kicking 
in  enough.  "We  aren't  a  great  fan  of  the 
deal,"  Neff  says. 

When  United  and  its  unions  agreed  to 
preliminary  terms  in  December,  the  buy- 
out was  supposed  to  bring  labor  peace 
to  United  and  set  a  precedent  for  other 
airlines.  Now,  says  Blasi,  the  trouble  at 
United  "shows  that  restructuring  the  big 
airlines  will  be  a  lot  more  complicated 
than  anyone  thought."  So  much  for  soft 
landings. 

By  Susan  Chandler  and  Kevin  Kelly 
in  Chicago,  with  Aaron  Bernstein  in  New 
York 
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KEMPER,  WHICH  JUST  FINISHED  A  MAJOR  RESTRUCTURING,  WISHES  GE  WOULD  GO  AWAY 


DOES  GE 

HAVE  KEMPER  CORNERED? 


It's  eager  to  close  the  deal  and  put  some  of  its  huge  cash  hoard  to  work 


Since  taking  the  reins  of  General 
Electric  Co.  in  1981,  ceo  John  F. 
Welch  Jr.  has  been  a  grand  ac- 
quisitor.  In  the  mid-1980s,  his  quarry 
included  RCA  Corp.  More  recently,  Welch 
has  spent  billions  to  buy  assets  in  Eu- 
rope and  Asia  and  depressed  real  es- 
tate from  banks  and  thrifts.  Usually  the 
deals  are  signed,  sealed,  and  delivered 
before  Wall  Street  ever  gets  wind  of 
them. 

But  on  Mar.  14,  GE  took  a  different 
tack.  The  company  went  public  with  its 
$2.2  billion  cash  offer  for  Kemper  Corp., 
the  big  financial-services  concern  based 
in  Long  Grove,  111.  After  Kemper  CEO 
David  I!.  Mathis  rebuffed  the  proposal, 
Welch  and  GE  Capital  Services  CEO  Gary 
C.  Wendt  turned  up  the  heat  with  a  di- 
rect appeal  to  Kemper's  board  and  a  sig- 
nal that  <;e  might  boost  its  $55-a-share 
bid.  "It's  a  bear  hug,"  says  NatWest  Se- 
curities analyst  Nicholas  P.  Heymann. 
A  very  good  fit.  Why  pour  a  big  chunk 
of  dough  into  expanding  GE  Capital 
when  the  boom  in  financial  services 
may  have  already  run  its  course?  What- 
ever happens  in  the  short  term,  Wendt 
believes  demographics— the  aging  of 
baby  boomers— will  make  financial  ser- 
vices a  growth  business  over  the  long 
haul.  He  may  not  be  the  only  one  out 
there  shopping  around,  either.  His  bid 


sparked  a  runup  in  the  stocks  of  fund- 
management  companies  such  as  T.  Rowe 
Price  Associates  Inc.  and  Oppenheim- 
er  Capital  LP. 

Adding  Kemper's  $70  billion  in  mon- 
ey-management assets  to  the  $75  billion 
that  GE  now  manages  would  fit  neatly 
into  ge's  strategy.  And  it's  cheaper  to 
buy  into  the  business  than  to  start  from 
scratch.  Moreover,  the  capital  unit  is 
GE's  hottest  performer.  Wendt's  mix  of 
two  dozen  businesses  is  growing  at  20%- 
plus  a  year,  and  GE  Capital  now  con- 
tributes more  than  a  third  of  (iE's  profits 
(chart). 

The  strategic  fit  also  is  good.  GE  Cap- 
ital does  everything  from  processing 
Exxon  credit  cards  to  financing  power 
plants  in  Asia.  The  strength  of  Wendt's 
operation  is  wringing  out  overhead  and 
managing  assets  better 
than  those  who  had 
them  before.  That  would 
be  the  goal  with  Kem- 
per, which  has  been  a 
subpar  performer.  In 
fact,  concern  over  Kem- 
per's battered  real  estate 
poii  folio  has  left  it  with 
a  Baa2  rating.  GE's  AAA 
credit  rating  likely  would 
lower  Kemper's  capital 
costs. 
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A  purchase  of  Kemper  wouldn't  I 
ge  Capital's  first  move  into  the  bu 
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ness  of  selling  investment  products  1 
aging  boomers.  Last  year,  it  paid  $52 
million  to  buy  GNA  Corp.,  a  provider  < 
annuities,  from  Weyerhaeuser  Co.  Late 
it  bought  United  Pacific  Life  Insuranc 
Co.,  another  annuity  company,  for  $55 
million. 

In  Long  Grove,  perhaps  predictabl; 
GE's  strike  was  greeted  icily.  It  didn 
take  long  for  Mathis'  initial  polite  r(  llc 
buff  to  Welch  to  turn  into  outright  ho;  s": 
tility.  A  day  after  GE  made  the  corn  " ! 
spondence  public,   Kemper  brande 
Welch's  offer  a  "shocking  assault." 
NO  matter.  The  message:  Go  awaj  >l 
Kemper  had  just  emerged  from  a  majo  P 
restructuring  in  which  it  shed  its  propei  ft 
ty/casualty  and  reinsurance  businesses 
once  core  operations.  Employment  fe  P 
by  'a  third,  and  the  company  wrote  dow  f 
its  $1.3  billion  portfolio  of  troubled  re£  P 
estate  to  just  42C  on  the  dollar.  "W 
cleaned  out  our  portfolio  enormously, 
Kemper  President  Stephen  B.  Timber 
said  in  an  interview  before  the  GE  move  k- 
That  helped  Kemper  post  a  $235  mils- 
lion  profit  last  year  after  a  $203  millioi  [tl 
loss  in  1992. 

That  performance  may  not  count  fo  t 
much  now.  Kemper's  board  has  support  j 1 
ed  Mathis  throughout  his  reorganiza  ft 
tion.  But  with  70%  of  the  company': 
stock  now  in  the  hands  of  institutiona  W 
outsiders— among  them  hedge-fund  oper  ll 
ator  George  Soros  and  the  Franklin  func  & 
group— it  may  be  hard  to  fend  off  GE  It 
Another  bid  could  emerge,  but  the  GI  11 
camp  exudes  confidence.  "There  aren't  1 1 
whole  lot  of  people  out  there  willing  tc  pi 
go  head  to  head  with  GE,"  says  a  source  ko 
close  to  the  company.  Analysts  expect  is 
that  GE's  final  offer  will  approach  $70— £  e 
price  that  investors  likely  will  accept  it 
"They're  going  to  go  with  the  guy  with  jJ 
the  bucks  now  rather  than  work  for  the  oi 
future,"  predicts  Dean  Witter  Reynolds  a 
analyst  Michael  A.  Lewis. 

As  for  Welch,  he  likely  will  remain 
on  the  acquisition  trail.  GE  had  $3.2  bit  \ 
lion  in  cash  sitting  around  at  the  end  ol  \ 
last  year,  and  Wall  Street  has  been  wait- 1 
ing  anxiously  for  him  to  spend  it.  The  \\ 
1993  sale  of  GE's  aero-li 
space  business  to  Martin 
Marietta  Corp.  helped 
reduce    the  company's 
yearend  debt  ratio  to  less 
than  16%.  Now  that  Kem- 
per is  in  GE's  bear-hug,  it 
isn't  likely  to  escape.  And 
a  foraging  bear  rarely 
stays  sated  for  long. 

By  Tim  Smart  in  New 
Haven,  with  Greg  Burns 
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Northrop  guns  for  Grumman,  it  may  end  up  as  a  takeover  target  itself 


(ent  Kresa  has  a  grand  vision  for 
Northrop  Corp.  After  the  Los 
Angeles-based  defense  contrac- 
■  picks  up  Grumman  Corp.  for  $2  liil 
i  or  so,  the  low-key  Northrop  chair- 
in  plans  to  go  on  a  real  spending 
■ee.  A  series  of  strategic  investments, 
figures,  is  the  only  way  to  ensure 
it  Northrop  will  be  left 
inding  when  the  defense-in- 
stry  shakeout  is  over.  "The 
umman  acquisition  was  well 
isiderecl,  and  it  fits  like  a 
>ve,"  Kresa  told  BUSINESS 
:EK.  "It's  part  of  our  strategy 
growth  by  accretion." 
But  other  players  in  the  in- 
^asingly  brutal  industry 
dgame  may  have  different 
;as.  Wall  Street  is  speculat- 
<;  that  Martin  Marietta  Corp. 
>airman  Norman  R.  Augus- 
e,  whose  own  $1.9  billion  bic 
•  Grumman  was  upset  by 
>rthrop's  hostile  Mar.  10  ten- 
r  offer,  won't  stay  on  the 
lelines.  One  intriguing  pos- 
)ility:  a  joint  bid  with 
other  defense  contractor  for 
>rthrop. 

One  company  already  con- 
ned is  Lockheed  Corp.,  ac- 
rding  to  investment  bankers 
10  have  worked  with  both 
mpanies.  Under  one  theory, 
e  partners  would  allow 
jrthrop  to  complete  the 
•umman  deal,  then  Lockheed 
)uld  pick  off  Northrop  and 
artin  Marietta  would  split  off 
•umman.  Neither  Lockheed 
ir  Martin  Marietta  would 
mment. 

urned  BEFORE.  Such  a  coun- 
roffensive  would  doom  Kre- 
's  survival  scheme— a  plan 
at  already  was  in  deep  trouble.  With 
e  exception  of  its  1992  acquisition  with 
e  Carlyle  Group  of  ltv  Corp.'s  Vought 
ircraft  Co.  commercial  and  military 
'frame  business,  Northrop  has  failed  to 
ake  any  major  acquisitions.  It  lost  out 
Loral  Corp.  for  IBM's  Federal  Sys- 
ms  Div.  and  to  Lockheed  for  General 
ynamics'  F-16  fighter  line.  Worse  yet, 
e  company's  development  efforts  for 
listing  programs  are  misfiring.  In  the 
st  two  years,  the  company  has  written 
>wn  $353  million  in  development  costs 


lor  the  tssam  radar-evading  attack  mis- 
sile. The  hostile  bid  for  Grumman 
"shows  there's  an  increasing  sense  of 
desperation  setting  in  at  Northrop,"  says 
one  industry  consultant. 

Grumman  deal  or  no,  Northrop  may 
end  up  a  target  itself.  Indeed, 
North rop's  stock  rose  after  its  bid— 
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something  that  usually  happens  to  cor- 
porate prey,  not  to  the  predator.  Kresa 
balks  at  the  notion— sort  of.  "This  com- 
pany is  not  for  sale,"  he  declares.  But  he 
admits  he  would  consider  an  offer  if  "the 
bid  was  serious  and  made  sense." 

The  Grumman  acquisition  might  make 
Northrop  more  attractive  to  a  buyer. 
The  combined  companies,  Kresa  says, 
would  generate  more  than  $500  million 
annually  in  cash  flow.  Martin  Marietta's 
filing  with  the  federal  government  pro- 
jects Grumman's  earnings  jumping  to 


$172.6  million  in  1998,  three  times  its 
1993  profits.  Grumman  would  give 
Northrop  a  toehold  in  making  Navy 
planes  to  go  with  its  strong  Air  Force 
presence.  And  Grumman's  lucrative  elec- 
tronics unit  would  increase  Northrop's 
presence  in  electronic-surveillance  work. 
Without  Grumman,  Kresa  might  be 
forced  to  sell  off  his  electronics  unit  be- 
cause it  could  no  longer  compete,  says 
investment  banker  John  Kutler  of  Quar- 
terdeck Investment  Partners. 
STEALTH  WEALTH.  Even  without  Grum- 
man, Northrop  has  some  allure.  Its  high- 
ly valued  stealth  technology,  which 
cloaks  the  supersecret  B-2  bomber, 
would  be  inviting  for  companies  such  as 
Lockheed,  says  Paul  Nisbet,  a  defense 
analyst  with  JSA  Research  in 
Newport,  R.I.  Lockheed, 
which  makes  the  F-16,  could 
use  the  technology  for  the  F-22 
aircraft  it's  developing  for  the 
Air  Force,  says  Nisbet.  And 
Lockheed  would  get  Northrop's 
$6.9  billion  order  backlog. 

Lockheed,  which  last  year 
paid  $1.6  billion  for  GD's  fighter 
business,  admits  it's  looking 
for  more  buys.  It  has  $1.3  bil- 
lion in  credit  lines  currently 
available  and  could  easily  add 
more.  Moreover,  executives  at 
Lockheed  and  Martin  Marietta 
know  each  oth- 
er well,  having 
jointly  bid  for 
the  Vought  com- 
mercial business 
that  Northrop 

PjL'jpjf       j  and  ( 'arlyle  pur- 
IWm         Hiased  in'  1992. 
I      If  the  compa- 
*  nies  pounce,  they 

may  wait  until 
Northrop  has  com- 
peted its  $60-a- 
hare  bid  for 
Grumman,  says  Nisbet.  Out- 
bidding Northrop  at  this  point 
could  send  the  eventual  price 
for  Grumman  to  20  times  earn- 
ings, he  estimates— a  heady  fig- 
ure for  a  company  with  declin- 
ing back  orders.  By  buying 
Northrop  with  Lockheed,  Mar- 
tin Marietta  could  get  Grumman  at  a 
far  cheaper  price,  Nisbet  figures. 

For  now,  Kresa  professes  to  be  un- 
worried.  He  hints  that  Northrop  isn't 
afraid  of  a  bidding  war  for  Grumman. 
"You  have  to  have  critical  mass  to  com- 
pete in  this  industry,"  he  says,  "We'd 
like  to  go  about  it  as  an  independent 
company."  But  for  all  his  tough  talk, 
Kresa  could  soon  face  the  kind  of  offen- 
sive that  leads  to  a  quick  surrender. 

By  Ronald  Graver  in  Las  Angeles  and 
Dean  Faust  in  Washington 
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Commentary/by  Mark  Landler  and  Peter  Coy 


WHY  CABLE  COMPANIES  CAN'T  KEEP  TYING  UP  THE  BOX 


When  the  titans  of  cable  TV 
squabble  among  themselves, 
they  often  air  more  dirty 
laundry  than  they  expect.  Consider 
Sumner  M.  Redstone's  antitrust  suit 
against  John  C.  Malone. 

Redstone,  the  chairman  of  Viacom 
Inc.,  sued  Malone  last  September  after 
he  backed  Barry  Diller  in  a  competing 
bid  for  Paramount  Communications  Inc. 
But  the  case  is  now  focusing  attention 
on  a  broader  concern  about  the  indus- 
try: Are  the  cable  companies 
impeding  new  technologies  in 
the  delivery  of  advanced  video 
services?  The  Justice  Dept.  has 
started  nosing  around  the  issue. 
And  lawmakers  on  Capitol  Hill 
may  introduce  legislation  to 
guarantee  free  competition 
among  makers  of  cable  convert- 
er boxes. 

Such  efforts  to  pry  open  ca- 
ble technology  are  long  over- 
due. Cable  executives  have  been 
ahead  of  the  curve  in  foreseeing 
the  convergence  of  cable,  tele- 
communications, and  high  tech- 
nology. But  when  it  comes  to 
the  actual  gadgetry,  they  revert 
to  old  habits,  seeking  an  iron 
grip  over  every  step  of  their 
distribution.  On  an  Information 
Highway  teeming  with  new 
players,  that's  no  longer  ten- 
able. As  telephone  and  comput- 
er companies  can  attest,  open 
systems  serve  to  stimulate— not 
depress— innovation. 
DOUBLE  VISION.  Nowhere  does 
the  cable  industry's  approach 
seem  more  outmoded  than  in 
its  jealous  hold  over  the  box 
that  sits  on  your  TV  and  the 
technology  to  transmit  signals 
to  it.  In  its  suit,  Viacom  says  Malone 
and  his  company,  Tele-Communications 
Inc.,  have  forged  an  unholy  alliance 
with  General  Instrument  Corp.,  which 
makes  boxes  and  digital  compression 
systems.  By  throwing  its  weight  be- 
hind Gl's  proprietary  technology,  the 
suit  alleges,  TCI  has  made  it  virtually 
impossible  for  programmers  such  as 
Viacom  to  use  any  other  system.  Now, 
Justice  is  also  looking  into  GI. 

No  question,  cable  companies  had 
good  intentions  in  developing  the  box. 
They  were  adding  more  channels  than 


the  dials  on  TV  sets  could  accommo- 
date. Now,  though,  most  sets  can  tune 
in  dozens  of  channels.  They  also  have 
tantalizing  new  features  such  as  picture 
within  a  picture:  You  can  watch  a  mo- 
vie and  keep  tabs  on  a  football  game 
without  changing  channels. 

The  trouble  is,  converter  boxes  over- 
ride such  features  and  render  them 
useless.  That  has  manufacturers  of  TV 
sets  up  in  arms:  "If  you've  bought  a 
top-of-the-line  set,  you  don't  want  to 


bring  it  home  and  find  it  doesn't  work," 
says  Barbara  N.  McLennan,  staff  vice- 
president  for  government  affairs  at  the 
Electronic  Industries  Assn. 

Seems  logical.  But  cable  executives 
say  a  separate  box  is  the  easiest  way 
to  deliver  a  new  generation  of  services. 
Among  other  things,  they  worry  that  if 
TV  sets  contain  all  the  intelligence  now 
in  the  box,  cable  operators  won't  be 
able  to  promote  their  programs  effec- 
tively. The  eia  and  the  National  Cable 
Television  Assn.  are  bickering  about 
whether  the  box  should  offer  an  on- 


screen menu  of  channels.  TV  makers 
say  no,  they  can  build  it  into  the  set. 
But  cable  companies  want  to  offer  me- 
nus themselves:  "We  have  people  who 
have  ideas  about  how  these  should  look 
and  feel,"  says  Wendell  Bailey,  senior 
vice-president  for  science  and  technol- 
ogy at  the  ncta. 

Such  issues  may  seem  trivial,  but 
they  threaten  to  bog  down  talks  be- 
tween the  cable  and  electronics  indus- 
tries that  are  being  held  by  order  of 
the  Federal  Communications 
Commission.  The  FCC  would 
like  the  two  industries  to  work 
out  their  differences  before  it 
sets  rules  on  technology  in  ear- 
ly April.  There's  room  for  com- 
promise, because  the  cable  in- 
dustry isn't  presenting  a  united 
front.  Scientific-Atlanta  Inc., 
the  No.  2  maker  of  boxes,  says 
it  is  committed  to  industry 
standards.  And  the  NCTA's  Bai- 
ley says  he  wants  a  deal. 
"THE  pathway."  The  cable  in- 
dustry has  less  to  fear  from  an 
open  system  than  it  thinks. 
Take  telephone  companies:  Ma 
Bell  and  her  offspring  long  ago 
surrendered  control  of  the 
equipment  in  the  home.  But 
the  Baby  Bells  have  managed 
to  find  ways  to  introduce  all 
sorts  of  new  services— such  as 
call  waiting,  caller  ID,  and  so 
on— that  don't  depend  on  con- 
trolling the  devices. 

You  can't  really  blame  cable 
executives  for  attaching  so 
much  importance  to  the  box. 
"In  a  multimedia  future,  the 
box    will    be    the  pathway 
through    which  everything 
flows,"  notes  Representative 
Rick  Boucher  (D-Va.).  For  that  very 
reason,  he  says:  "It  should  not  be 
monopolized  by  a  single  company." 

In  the  end,  cable's  proprietary 
stance  is  not  even  in  its  own  interest: 
Pursuing  an  open  system  would  un- 
leash a  flood  of  innovative  products 
and  boost  the  traffic  on  the  Informa- 
tion Highway.  As  one  of  its  primary 
toll-takers,  cable  can  only  benefit. 

Landler  covers  the  media  business 
and  Coy  watches  technology  for  BUSINESS 
WEEK. 
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Here's  the  bottom  line  on 
Unisys  services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 
is-the  bottom  line.  So  it  shouldn't  be 
surprising  that  Unisys  Services  focus  on 
exactly  that. 

With  decades  of  experience  serv- 
ing business  and  government,  Unisys  is 
committed  to  a  bottom-line  test:  unless 
an  information  systems  plan  is 
designed  to  serve  the  customer's  busi- 
ness plan,  it  amounts  to  little  more 
than  technology  for  its  own  sake.  Sup- 
plying technology  is  not  the  object. 
Applying  technology  is. 

That's  why  our  systems  integration 
services  help  you  wring  full  value  from 
your  investment  by  making  your  many 
systems  work  cost-effectively  together. 
It's  why  our  consulting  services  harness 
technology  to  business  goals,  not  the 
other  way  around.  It's  why  our  applica- 
tion development  process  helps  identify 
desired  cost-saving  and  revenue- 
generating  results  before  we  design  the 

©1992  Unisys  Corporation 


applications  on  which  those  results  will 
depend.  It's  why  our  education  services 
teach  customers  how  to  optimize  the 

UNiSYS 

We  make  it  happen. 


relationship  between  people  and  tech- 
nology. It's  why  Unisys  outsourcing 
enables  customers  to  lower  costs  and 
sharpen  competitiveness. 

Call  us  at  1-800-874-8647,  ext.  187. 
Ask  how  Unisys  Services  can  help  your 
business.  It's  our  bottom  line. 


TAXATION  I 


INTANGIBLE,  YES. 
UNTAXABLE,  NO 


States  eye  out-of  state  outfits' 
income  from  patents,  software,  etc. 


Should  Mississippi  author  John 
Grisham  have  to  pay  state  income 
tax  every  time  he  sells  a  hook  in 
Texas  or  Virginia?  Can  New  Yorker  Cal- 
vin Klein  be  nailed  for  state  taxes  sim- 
ply because  his  name  appears  on  under- 
wear made  in  Georgia? 

It  sounds  far-fetched.  But  in  the  wake 
of  a  favorable  court  ruling  in  South  Car- 
olina last  year,  states  are  aiming  to  col- 
lect new  income  taxes  from  a  range  of 
retailers,  software  makers,  and  others 
(table).  The  targets:  out-of-state  compa- 
nies that  license  names,  logos,  or  prod- 
ucts to  in-state  customers  but  that  have 
no  physical  presence  there. 
REACHING  OUT.  Last  July,  South  Caroli- 
na's highest  court  supported  the  state's 
right  to  impose  income  tax  on  a  unit  of 
retailing  giant  Toys  'R'  Us  Inc.  that  col- 
lected royalties  on  its  "Geoffrey"  car- 
toon giraffe  mascot  and  other  trade- 
marks used  by  stores  in  the  state.  That 


THE  LONG  ARM 


The  Toys  'R'  Us  "Geoffrey"  mascot  and  other  trademarks  are 
getting  snagged  as  sfafes  try  to  extend  their  taxing  jurisdiction 


INTANGIBLE  ASSETS  States  intend  to  tax  revenues  derived  from 
intangible  assets— among  them,  patents,  software,  and  trademarks- 
even  if  the  owners  of  the  assets  have  no  physical  presence 

MOST  AGGRESSIVE  South  Carolina,  Texas,  Florida,  Wisconsin,  Tennessee 

FINANCIAL  INSTITUTIONS  Several  states  have  passed  laws  to  collect 
tax  on  income  that  out-of-state  lenders  and  credit-card  issuers  receive  from 
in-state  customers 

LAWS  ON  THE  BOOKS  Tennessee,  Minnesota,  Indiana,  West  Virginia 
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got  other  states'  attention  fast.  Declares 
Joe  Huddleston,  Tennessee's  revenue 
commissioner:  "Certainly,  millions  of  dol- 
lars in  tax  liability  will  be  assessed  with- 
in the  next  few  months." 

Florida  is  drafting  rules  set  to  take  ef- 
fect this  year  that  would  subject  corpo- 
rations to  taxes  if  they  are  involved  in 
"selling  or  licensing  the  use  of  intangible 
property  in  Florida."  In  Texas,  the  comp- 
troller has  announced  his  intention  to 
follow  South  Carolina's  lead.  And  ex- 
perts say  as  many  as  20  states  have 
laws  that  could  allow  them  to  collect 
money  for  intangible  assets.  "If  you  take 


Geoffrey  to  its  rational  conclusion,  com 
panies  could  be  taxed  in  every  stat( 
where  they  have  an  intangible  interest,' 
says  Michael  H.  Lippman,  a  partner  a 
KFMG  Peat  Marwick. 

All  this  just  from  a  little-puhlicizec 
court  case  about  a  giraffe  cartoon?  The 
South  Carolina  decision  had  its  roots 
back  in  1984,  when  Toys  'R'  Us,  a  re) 
tailer  based  in  Paramus,  N.  J.,  set  uf 
Geoffrey  Inc.,  a  holding  company  in  Del- 
aware whose  sole  purpose  is  to  own  and 
license  the  toymaker's  trademarks.  Toy 
'R'  Us  paid  Geoffrey  royalties  to  license 
back  its  name  and  giraffe  logo,  deduct- 


WHO  PICKS  UP  THE 
TAB  FOR  ALIENS? 


For  years,  governors  have  grum- 
bled as  federal  policies  they 
couldn't  control  forced  them  to 
spend  money  they  didn't  have.  Now, 
frontline  states  that  bear  the  brunt  of 
a  flood  of  immigrants  are  fighting  back. 

On  Mar.  14,  Florida  Governor  Law- 
ton  Chiles  (D)  repeated  his  vow  to 
bring  suit  against  Washington,  demand- 
ing compensation  for  the  nearly 
$1  billion-a-year  cost  of  providing 
benefits  to  illegal  immigrants,  (iov- 
ernors  of  Arizona,  California,  and 
Texas  are  considering  similar  ac- 
tion. "Federal  immigration  policy 
has  created  a  nightmare  for  state 
and  local  governments,"  says 
Chiles. 

GOLDEN  DOOR.  The  lawsuits  lace 
tough  hurdles.  But  such  high-pro- 
file maneuvers  are  a  measure  of 
the  desperation  that  an  influx  of  il- 
legal immigration  is  causing  in  the 
nation's  statehouses.  Even  with 
promises  from  the  Clinton  Admin- 


istration early  this  year  to  provide 
more  funding,  many  states  are  taking 
their  case  to  Congress  and  to  the 
courts,  too. 

California,  home  to  over  fine-half 
the  nation's  illegal  immigrants,  has 
spent  more  than  $1  billion  over  the 
past  five  years  to  imprison  criminal 
aliens,  says  Governor  Pete  Wilson  (R). 
It  also  shells  out  close  to  $2  billion 
every  year  to  educate  the  children  of 
undocumented  immigrants.  And  its 
payments  for  emergency  medical  ser- 
vices to  illegals,  mandated  by  federal 
law,  have  risen  almost  twentyfold,  to 


$400  million,  over  the  past  six  years. 

Immigration  advocates  say  such 
claims  are  overblown.  Still,  Wilson  and 
his  fellow  governors  have  friends  on 
the  Hill.  Democrats  including  Senator 
Bob  Graham  (D-Fla.)  are  sponsoring 
crime  bill  amendments  that  would 
house  alien  convicts  in  federal  prisons 
or  compensate  states  for  the  cost. 
They  also  back  a  plan  to  nearly  double 
funding  to  school  districts  with  large 
immigrant  populations,  to  $75  million. 

Republicans  and  some  anti-immigra- 
tion Democrats  are  responding  by  add- 
ing to  spending  bills  some  amendments 
that  would  deny  federal  payment 
for  programs  that  benefit  illegals. 
In  February,  a  law  providing 
earthquake  relief  to  Los  Angeles 
limited  aid  to  illegal  immigrants  to 
a  90-day  period.  Proposed  Repub- 
lican welfare-reform  bills  would 
cut  off  or  limit  benefits  to  illegals. 
But  those  federal  cuts  won't  help 
much  unless  Congress  also  lets 
states  off  the  hook  for  illegals'  ed- 
ucation, emergency  medical  care, 
and  prison  costs. 

By  Catherine  Yang,  with  Richard 
S.  Dunham,  in  Washington  and 
(Sail  DeGeorge  in  Miami 
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(  Rick  Gongorek  is  a  Prudential  Securities  Broker  ) 


o 


I'm  a  broker,  I'm  not  a  crapshooter. 


I  don't  tell  people  what  they  want  to  hear.  That  wastes  my  time  and  theirs. 


o 


I  think  one  of  the  best  things  a  broker  can  say  is,  "My  clients  feel  comfortable  with  me." 


My  clients  feel  comfortable  with  me. 


© 


I  know  what  some  people  think  of  brokers.  It's  what  drives  me  to  be  better. 


o 


Time  is  money.  Thank  you  for  your  time. 


Prudential  Securities  (fe 

Prudential  Securities  today.  It  starts  with  straight  talk. 

To  speak  to  a  broker  call  800-654-5454. 
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ing  the  fees  from  profits  as  expenses. 

The  arrangement  made  Geoffrey  a 
profitable  venture,  earning  it  about  $55 
million  in  1990  in  untaxed  income— which 
was  passed  on  to  parent  Toys  'R'  Us. 
But  South  Carolina,  where  the  retailer 
operated  six  stores,  argued  that  the 
Geoffrey  subsidiary  was  nothing  more 
than  a  crafty  way  to  dodge  taxes.  The 
state  hit  Geoffrey  for  $10,612.  The  South 
Carolina  Supreme  Court  ruled  against 
the  Toys  'R'  Us  argument  that  Geoffrey 
couldn't  be  taxed  by  the  state  because  it 
had  neither  property  nor  workers 
there— the  traditional  requirement  for 
establishing  taxing  jurisdiction.  On  Nov. 
29,  the  U.  S.  Supreme  Court  refused  to 
hear  Geoffrey's  appeal. 
CELEBRITIES.  Toys  'R'  Us  still  contends 
that  South  Carolina's  novel  taxing 
scheme  poses  constitutional  problems  as 
well  as  administrative  headaches.  "The 
practical  implications  are  simply  aston- 
ishing," notes  Walter  Hellerstein,  a  pro- 
fessor at  the  University  of  Georgia  Law 
School  who  represented  Geoffrey. 

But  tax  and  legal  experts  say  that  is 
not  apt  to  prevent  states  from  expand- 
ing their  reach.  The  most  likely  targets 
for  future  action,  in  addition  to  big  com- 
panies, could  be  celebrities  such  as  Mi- 
chael Jordan  who  license  their  names 
for  many  commercial  endeavors.  "You 
can  see  how  the  Geoffrey  approach  cre- 
ates a  whole  list  of  horror  stories,"  says 
Fred  Marcus,  a  Chicago  lawyer  who  spe- 
cializes in  state  tax  issues. 

Even  before  Geoffrey,  financial  institu- 
tions were  beginning  to  feel  the  pinch. 
Several  states  have  recently  passed  laws 
aimed  specifically  at  out-of-state  lend- 
ers that  either  issue  credit  cards  or 
make  loans  to  state  residents.  The  laws 
let  states  collect  taxes  from  companies 
with  a  minimum  number  of  customers  or 
accounts  receivable  in-state.  In  Tennes- 
see, an  average  of  $20  million  has  been 
collected  annually  since  1991. 

These  efforts  have  inspired  the  Fi- 
nancial Institutions  State  Tax  Coalition, 
a  group  of  17  of  the  nation's  largest  fi- 
nancial companies,  to  work  with  the 
Multistate  Tax  Commission,  a  quasi-gov- 
ernmental body  comprising  20  states,  to 
draft  uniform  laws  for  taxing  financial  in- 
stitutions. The  group  is  expected  to  is- 
sue model  statutes  in  May. 

Experts  say  it's  unclear  how  much 
money  is  at  stake.  It  is  clear,  though, 
that  any  effort  to  increase  tax  revenues 
beyond  states'  borders  will  face  stiff  op- 
position—at least  until  tax  collectors  and 
businesses  reach  a  compromise  on  just 
how  much  contact  with  a  state  is  enough 
to  warrant  taxation.  The  answer,  for 
now:  Not  as  much  as  it  used  to  be. 

By  Linda  Himelstein  in  New  York 


RETAILING  I 


STICKY  FINGERS 

ARE  RIFLING  THROUGH  RETAIL 


Can  rising  customer  and  employee  theft  be  slowed? 


When  computer  superstore 
chain  CompUSA  Inc.  an- 
nounced a  $5.5  million  quar- 
terly loss  and  big  restructuring  charges 
in  February,  the  company  slipped  in  an- 
other piece  of  bad  news.  Shrinkage- 
losses  to  theft,  paperwork  errors,  and 
the  like— rose  by  half  a  percentage  point 
of  sales  in  the  quarter,  the  equivalent  of 
nearly  $2.7  million. 

That's  a  big  hit  for  a  company  strug- 
gling to  return  to  profitability.  Analysts 
speculate  that  the  problem  was  employ- 
ee theft  at  a  few  of  its  70  stores.  Comp- 
USA CEO  James  F.  Halpin  won't  com- 
ment, except  to  say:  "We  had  a  blip  in 


1 

ma 


the  quarter,  but  [shrinkage]  is  wel 
low  retail-industry  levels." 

CompUSA  isn't  the  only  retailer  to  suf- 
fer' a  "blip"  in  the  battle  with  shrink- 
ago-  w  hich  lot als  sonic  $  15  billion  a 
year,  says  consultant  Peter  Berlin. 
Chains  as  diverse  as  deep-discounter 
Tuesday  Morning  Corp.  of  Dallas  and 
Sport  sTown  Inc.  of  Norcross,  Ga.,  cite 
theft  as  a  factor  in  recent  earnings  dis- 
appointments. And  some  experts  believe 
that  these  rare  public  admissions  are 
the  tip  of  the  iceberg. 
shrinkage  LID.  Customer  and  employee 
theft  are  "increasing  fairly  dramatically" 
across  the  industry,  insists  J.  Stephen 
Yaeger,  a  senior  manager  with  KPMG  Peat 
Marwick's  retail  consulting  practice. 
Kmart  Corp.'s  director  of  loss  preven- 
tion, Ben  A.  Guffey,  doesn't  go  that  far. 
But  he  believes  final  figures  for  '93  will 


show  shrinkage  up  slightly  for  his  compa- 
ny and  the  industry.  "There  just  seems 
be  more  criminal  activity  from  gangs  an 
from  organized  theft  rings,"  he  says 

Even  analysts  who  don't  see  an  in-^ 
crease  admit  that  retailers  appear  at  [ 
best  to  be  in  a  holding  pattern  against  I 
theft.  A  University  of  Florida  survey  I 
found  average  shrinkage  to  be  1.88%  oi  I 
sales,  based  on  1992  data— down  from 
1.91%  the  year  before,  but  still  higher 
than  the  1.79%  of  1990. 

To  keep  a  lid  on  costs,  many  retailer: 
have  cut  back  on  sales  staffs,  leaving 
fewer  workers  to  supervise  customers 
and  other  employees.  Wages  in  the  indus- 
try have  remained 
low,  while  the  use  o: 
part-timers  has  ris 
en— leading  to  lowe: 
employee  loyalty  and| 
higher  theft,  some  re 
tail  observers  con 
tend.  Financial  in-| 
stability  or  breakneck) 
growth  only  exacer 
bate  a  retailer's  poten- 
tial for  theft  problems.) 

At  Tuesday  Morn 
ing,  a  rapidly  expand-l 
ing  deep-discount  giftf 
chain,  shrinkage  hasj 
climbed  to  above  4% 
in  the  last  year.  Pres- 
ident Stephen  L.  Big- 
gins says  security 
measures  taken  by  other  retailers  may 
have  shifted  thieves  to  stores  with  less 
security,  such  as  Tuesday  Morning.  So 
the  company  is  installing  an  inventory 
tracking  system  at  its  Dallas  warehouse 
and  adding  point-of-sale  and  electronic 
article  surveillance  systems  to  all  of  its 
235  stores. 

The  companies  that  don't  have  prob- 
lems are  the  ones  that  keep  innovating. 
Clothestime  Inc.,  based  in  Anaheim,  Cal- 
if., recently  developed  a  software  pro- 
gram to  help  loss-prevention  managers 
track  employee  purchases,  price  over- 
rides, and  refunds  on  laptop  computers. 
It  says  shrinkage  in  the  first  half  of  last 
year  was  1.85%,  down  from  more  than 
3%  in  1990.  The  lesson:  It's  a  good  time 
to  be  in  the  security  business. 

By  Wendy  Zellner  in  Dallas,  with  bu- 
rcmi  a /mils 
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Use  our  Laser  Class 
to  open  up  a  whole 
new  world  in  office 
communications. 


anon's  visionary  technol- 
ogy puts  our  Laser  Class 
Series  of  Plain  Paper  Faxes  in 
a  class  by  itself.  First  off,  these 
faxes  are  fast  -  transmitting  a 
page  in  as  little  as  6  seconds* 
which  drives  down  phone 
charges.  Also,  most  interface 
with  your  desktop  computer 
so  you  save  steps,  save  time, 
and  increase  productivity. 

Best  of  all,  our  Laser  Class 
Series  takes  full  advantage  of 
our  exclusive  image  processing 
and  laser  printing  technology. 

♦Based  on  CCfTT  #  I  chart 


So  now  you  can  use  ordinary 
paper  to  end  up  with  extraor- 
dinary faxes  each  and  every  time. 
No  wonder  Canon  is  the  leader 
in  Plain  Paper  Faxes. 

Canon's  system  solutions 
prove  once  again  that  our  most 
advanced  office  technology 
really  can  go  the  distance. 
When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
I  -800-OK-CANON  and 
receive  a  free  Fax  Decision 
Maker's  Kit. 

User  Gass  is  a  registered  trademark  of  Canon  Inc. 


»V, ss;  Official  Facsimile  of 
53^5  WorldCup'M 


Canon 


MANAGEMENT  I 


THE  CHECK'S  STILL  NOT 
IN  THE  MAIL 


The  Postal  Service's  cost -cutting  hasn't  delivered 


When  Marvin  T.  Runyon  took 
over  the  U.  S.  Postal  Service 
in  1992,  the  former  Ford  Mo- 
tor Co.  executive  pledged  to  whip  the 
$47  billion  outfit  into  fighting  trim.  He 
announced  plans  to  slash  layers  of  man- 
agement and  an  early  retirement  pro- 
gram designed  to  trim  the  700,000- 
strong  workforce.  The  ambitious  goals: 
Improve  customer  service,  wipe  out  the 
Post  Office's  deficit,  and  keep  rate  hikes 
below  the  inflation  rate. 

Now,  to  help  pay  the  bills,  Runyon 
proposes  raising  the  price  of  a  first-class 
stamp  from  29<t  to  32<t— and  overall 
postage  rates  by  10.3%.  That's  below 
inflation,  but  postal  watchers  are  al- 
ready predicting  a  request  for  another 
rate  boost  next  year.  It's  "fraudulent" 
for  Runyon  to  claim  victory  in  keeping 
rate  increases  low,  says  Van  H.  Sea- 
graves,  publisher  of  Business  Mailers 
Review.  "All  he's  doing  is  lining  himself 
up  for  another  big  rate  increase." 

The  problem  is  that  the  Post  Office's 
legendary  bureaucracy  is  overwhelming 
Runyon's  efforts  to  economize.  When 
Runyon  gives  his  annual  report  to 
Congress  in  late  March,  he  will  have  to 
face  an  embarrassing  fact:  Postal  Ser- 
vice employment  has  actually  grown 
(chart I.  And  the  service's  deficit,  which 
was  projected  to  drop  to  $1.3  billion  for 
the  fiscal  year  ending  Sept.  16,  could  top 
$2  billion.  Postal  Service  records  show. 
"nonproductive  time."  Blame  most  of 
the  service's  soaring  costs  on  its  failure 
to  realize  the  full  benefits  of  labor-saving 
technology.  Faced  with  increasing  com- 
petition from  efficient  rivals,  such  as  fax 
machines,  the  Post  Office  knew  it  had  to 
pare  labor  costs,  which  eat  up 
80%  of  its  budget.  So 
1987,  it  launched  a  $ 
billion  computerizati 
program. 

The    key    to  th< 
plan:  automated 
mail    sorting.  Ma 
chines  now  read  bar 
codes  printed  on  en- 
velopes by  big  mail 
ers.  And  new  equip- 
ment   arranges  pre 
sorted  mail  in  the  orde 
of  a  carrier's  deliver 
route,  eliminating  muc 
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of  the  hand  process- 
ing in  post  offices. 
More  than  half  of 
the  533  million  pieces 
of  mail  processed 
daily  now  are  han- 
dled at  least  partly 
by  money-saving  au- 
tomated equipment. 

But  many  unneed- 
ed  workers  remain 
on  the  job.  Accord- 
ing to  the  Postal 
Rate  Commission 
(PRC),  which  is  ex- 
pected to  rule  on  the 
rate  request  by 
yearend,  "nonproduc- 
tive time"  accounts 
for  a  stunning  28.4% 
of  mail-processing  la- 
bor costs— or  nearly 
$2.4  billion— up  from 
14.2%  in  1980.  The 
Postal  Service  dis- 
putes the  term  "nonproductive,"  saying  it 
includes  people  waiting  for  mail  and  on 
coffee  breaks.  But  Michael  J.  Riley,  the 
service's  chief  financial  officer,  admits: 
"We  have  not  achieved  the  kinds  of  sav- 
ings and  efficiencies  we  had  hoped  for." 

One  reason:  Postal  unions  and  their 
congressional  allies  have  prevented  man- 
agement from  making  draconian  staffing 
cuts.  And  some  of  Runyon's  efforts  to 
shrink  the  payroll  have  backfired.  Take 
the  early  retirement  program,  which  was 
available  to  anyone  who  met  certain  se- 
niority requirements.  Its  goal  was  to 
shed  30,000  workers,  mostly  supervisors 
who  never  touch  mail.  Instead,  about  half 
of  the  47,000  employees  who  took  ad- 
vantage of  the  generous 
package  were  letter  car- 
riers and  clerks— many 
of  whom  had  to  be  re- 
placed to  keep  service 
up  to  snuff.  But  "people 
who  are  less  experi- 
enced just  aren't  as  pro- 
ductive," says  PRC  Chair- 
man Edward  Gleiman. 
So,  work  hours  are  run- 
ning 4.4%  over  budget. 

Postal  Service  execu- 
tives defend  their 
record,  saying  high-tech 


investments  have  saved  customers  bil- 
lions. "If  we  had  not  had  automation,  w* 
would  have  had  an  $8  billion  price  in 
crease,  instead  of  a  $5  billion  increase,' 
says  Riley.  He  has  the  backing  of  the 
Mailers  Council,  a  group  of  corporate 
mailers  relieved  at  the  modest  price  hike. 

Second-class  mailers,  though,  whe 
may  see  rates  shoot  up  34%,  are  balking 
Tonda  F.  Rush,  president  of  the  Nation- 
al Newspaper  Assn.,  which  represents 
smaller  dailies  and  weeklies,  complains 
that  second-class  mail  is  footing  the  bill 
for  Post  Office  overstating.  The  service 
justifies  the  steep  increase  by  noting 
that  second-class  volume  has  dropped 
sharply,  boosting  unit  costs.  The  PRC 
will  resolve  the  dispute. 

This  summer,  Runyon  will  have  an- 
other chance  to  get  a  handle  on  labor 
costs  when  negotiations  begin  with  his 
two  biggest  unions— the  American  Postal 
Workers  and  the  National  Association 
of  Letter  Carriers.  Runyon  will  be  underl 
pressure  to  speed  the  pace  of  automa-| 
tion  and  phase  out  more  jobs.  Other-I 
wise,  the  Postal  Service  will  be  doomed! 
to  more  red  ink— and  customers  whol 
can't  find  relief  in  electronic  mail  or  pri-j 
vate-sector  alternatives  will  soon  face| 
another  round  of  price  hikes. 

By  Mark  Lewyn  in  Washington 


Franklin  Retirement  Planning  Guide 


Can  You  Use 
a  Steady  Source  of 
Income  After  You 
Retire? 


You  probably  have  great  plans 
for  your  own  retirement.  And 
eht  now  is  always  the  best  time 
to  start  building  a  foundation. 

Franklin's  Retirement  Plan- 
ning Guide  is  a  valuable  resource 
that  can  help  you: 

Estimate  the  retirement 
income  you  will  need. 

Choose  the  funds  that  can 
help  make  your  plan  work.+ 

Create  a  plan  for  your  future. 

Mutual  funds  may  be  an  ideal 
choice  for  the  long-term  goals  of 


retirement  planning.  Whether  you 
are  interested  m  a  conservative 
investment  or  one  that  seeks  aggres- 
sive growth,  Franklin  has  a  fund  to 
match  your  objectives. 

Mail  in  the  postage-paid 
card  or  call  Franklin  today  for  a  free 
brochure. 

1-800-342  FUND 
Ext.  F467 


Call  for  a  free  prospectus  containing  more  complete 
information,  including  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money. 

fAn  investment  in  a  Franklin  fund  does  not  guarantee  that  your  retirement 
expenses  will  be  met.  Franklin /Ttmpleton  Distributors,  Inc. 


F  R  A\  Nj  K  i  IJ  Nj 

777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404 

A  Member  of  the  $109  Billion  Franklin  J  Templeton  Group  bwk94 
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TO  PUBLISH 

OR  PERISH  AS  ONE 


These  guys  basically  stalled 
the  $2  billion  desktop-pub- 
lishing industry.  Now,  Adobe 
Systems  and  Aldus  are  merg- 
ing, in  a  stock  deal  worth 
over  $500  million.  Both  com- 
panies have  struggled  recent- 
ly: Aldus  is  just  now  emerg- 
ing from  a  severe  slump,  and 
Adobe's  Acrobat  program,  de- 
signed to  transmit  complicat- 
ed documents  over  networks, 
has  been  a  slow  starter.  Not 
to  worry,  says  Adobe  Presi- 
dent Charles  Geschke:  New 
products  arc  coming  soon,  a- 
is  new  video  technology.  To- 
gether, he  says,  "We  want  to 
create  the  technology  that  en- 
ables useful  and  practical  in- 
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LOTUS  IN, 
OTHERS  OUT 

Investors  love  Lotus  Develop- 
ment: Its  stock  is  up  threefold 
since  January,  1992,(0  79-78 
The  reasons:  soaring  earnings 
and  a  rumored  deal  with  AT&T 
that  could  boost  next  year's 
profit.  Other  major  PC  software 
developers  haven't  fared  so 
well.  In  the  past  1 5  months, 
holders  of  Borland,  Novell,  and 
even  Microsoft  have  seen  their 
shares  decline  or  remain  flat. 
Will  Lotus  falter,  too?  So  far,  a 
large  contingent  of  short-sellers 
has  been  disappointed.  Wall 
Street  expects  a  55%  rise  in  net 
income,  to  $19  million,  for  the 
quarter  ending  Apr.  2. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


formation  to  get  on  that  high- 
way." That's  the  Info  Super- 
highway, of  course. 


A  NEW  DEAL 

TO  SAVE  SUPERFUND 


Two  bitter  enemies,  insur- 
ers and  chemical  compa- 
nies, have  cut  a  deal  that  will 
help  reauthorize  the  nation's 
Superfund  program.  Insurers 
grumbled  in  February  when 
the  Clinton  Administration's 
initial  plan  left  them  open  to 
lawsuits  over  who  should  pay 
for  cleaning  the  nation's  toxic 
sites.  Under  the  new  deal,  an- 
nounced on  Mar.  16,  85%  of 
all  companies  that  have  pol- 
luted Superfund  sites  would 
have  to  give  up  their  right  to 
sue  and  commit  to  settling 
disputed  claims  through  an  in- 
surance trust  fund.  In  return, 
insurers  would  pay  as  much 
as  $8.1  billion  over  10  years  to 
help  industry  shoulder  the 
cost  of  pollution  cleanup. 


CLONES  AHOY 
FOR  NABISCO 


Store-brand  Chips  Ahoy? 
Nabisco  Biscuit,  the  R.TR 
Nabisco  unit  that  dominates 
the  cookie  and  cracker  busi- 
ness, may  test-bake  cheaper, 
private-label  products  for 
some  major  supermarket 
clients.  A  big  brand  company 
moving  into  private  labels 
may  sound  like  heresy.  But 
Nabisco  Biscuit  President  Ray 
Verdon  doesn't  think  private 
labels  will  threaten  Nabisco's 
full-price  products.  "If  it 
proves  to  be  a  win  for  our 
customer  and  a  win  for  us, 
it's  something  we  might  adopt 
in  1995,"  he  says.  Look  for 
an  appropriately  anonymous 
chocolate-chip  cookie,  and  a 
"basic  snack  cracker." 


INDIGESTION  AT 
CHECKERS 


Slow  times  for  Checkers 
Drive-In  Restaurants'  fast- 
food  business.  The  Clearwa- 
ter (Fla.)-chain  announced  on 


llllill 


TO  FILL  THE  'IMPOSSIBLE  JOB' 


The  turmoil  wracking  the 
Harvard  Business  Review 
probably  isn't  over.  In  recent 
weeks,  the  management  mag's 
top  editor,  Joel  Kurtzman 
(photo),  has  moved  into  a  neb- 
ulous "special  projects' 
post,  and  publisher 
Laurance  Allen 
has  been  scout- 
ing for  a  new 
job.  A  former 
staffer,  Nan 
Stone,  has  been 
brought  in  to 
run  the  troubled 
publication. 

But  Stone,  the 
fourth  editor  in  18  months, 
may  not  be  top  dog  for  long. 
Stephen  Pond,  an  outside  di- 
rector of  parent  Harvard 
Business  School  Publishing, 
says:  "I  don't  think  Nan  will 
be  the  long-term  .  editor-in- 
chief."  Pond  hopes  a  new  edi- 


tor will  be  named  by  yearen 
Some  insiders  blame  tl 
mess  on  Ruth  McMullin,  wl 
took  over  as  president 
hbs's  publishing  arm  in  mil 
1992  after  a  stormy  stint 
CEO  at  John  Wiley 
Sons.  The  han 
nosed  McMull; 
has  little  mag 
zine  experieno 
But  others  sa 
the  turnover 
the  Review  is 
result  of  dee 
staff  dissatisfa 
tion.  Editors  labc 
anonymously,  often  fc 
low  pay.  Yet  they  work  wit 
B-school  profs  and  managemer 
gurus  on  articles  that  often  ri 
suit  in  fat  book  or  consultin 
contracts.  "Being  the  editc 
there  is  an  impossible  job,"  say 
a  former  staffer. 

By  Mark  Maremm 


Mar.  14  it  is  scaling  back  ex- 
pansion plans  to  200  from  260 
restaurants  this  year.  It  has 
laid  off  40  employees  and  ex- 
pects to  post  a  first-quarter 
loss.  Checkers  sizzled  in  the 
early  1990s  with  fast  service 
and  low  prices  at  its  double- 
drive-through  restaurants.  But 
value  pricing  by  fast-food  gi- 
ants like  McDonald's  and 
Burger  King  and  a  renewed 
emphasis  by  those  chains  on 
basic  fare  has  eroded  Check- 
ers' edge.  The  chain  will  also 
swap,  lease,  or  sell  restau- 
rants with  Louisville-based 
Rallys'  Hamburgers,  allowing 
each  company  to  consolidate 
share  in  their  respective  mar- 
kets. 


NORTHWEST'S  OFFER 
HEADS  SOUTH 


It  looks  as  though  North- 
west Airlines'  common 
stock  offering  isn't  going  to 
sail  through  after  all.  In  Jan- 
uary, the  carrier,  which  nar- 
rowly averted  bankruptcy  last 
year  by  swapping  30%  of  its 


equity  in  exchange  for  $ 
million  in  employee  cost  cut.' 
announced  it  would  sell  2! 
million  shares  of  commo 
stock.  The  target  share  price 
$20.  But  sources  close  to  th 
deal  now  say  $20  is  a  nor 
starter.  They  expect  North 
west  to  soon  announce  it  wl 
take  $13  a  share.  Some  indus 
try  observers  expect  $10  i 
more  likely.  What  happened 
Investors  have  been  spooke 
by  the  industry's  rough  firs 
quarter,  and  don't  buy  th 
notion  that  Northwest  ha 
recovered. 


ET  CETERA... 


►  Bailout  for  Euro-Disney 
49%  owner  Walt  Disney  wil 
kick  in  $750  million. 

►  Dow  Corning  and  othe 
breast-implant  makers  agree< 
on  a  $4  billion  liability  pact 

►  Eight  former  Honda  exec: 
admitted  to  bribing  dealers  ii 
return  for  special  treatment. 

►  Apple's  new  PowerPC  com 
puters,  priced  well  below  ri 
vals,  got  rave  early  reviews 
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"SAPIENS  TECHNOLOGY  GIVES  US  A  MEANS  TO  REMAIN 
COMPETITIVE  TODAY.  TOMORROW  IT  REPRESENTS  A  PLATFORM  WE  CAN 
USE  TO  LEAPFROG  OUR  COMPETITION ." 

-   JOHN  MURPHY,  director  of  corporate  MIS,  Siemens  Energy  &  Automation 


How  Siemens 
And  ARKLA 
Used  Front-Line 
Technology  For 
Bottom-Line  Results 

To  compete,  you've  rightsized,  reengineered  and 
reinvented  your  company.  Yet,  your  information 
systems  are  holding  you  back. 

Siemens,  ARKLA  Gas  and  many  leading  companies 
worldwide  have  focused  their  information  systems  on 
meeting  customer  needs. 

Their  solution  is  the  IBM"  ES/9000"and  SAPIENS" 
rapid  application  development  software — true  front-line 
technology  that  drastically  reduces  the  time  required  to 

produce  business  applications, 
improving  service  levels  and 
responsiveness. 

Using  SAPIENS,  Siemens 


Energy  &  Automation  created  a  business  application 
that  each  year  saves  its  sales  force  30,000  hours  of 
manual  processing  time,  enabling  them  to  spend 
more  time  responding  to  customer  needs. 

ARKLA  Gas  built  a  gas  acquisition  manage- 
ment system  in  response  to  deregulation  in  just 
six  months,  a  fraction  of  the  time  required  by 
other  development  tools. 

Discover  the  power  of  IBM  and  SAPIENS 
solutions.  Call  1-800-392-7028  today  for  a 
FREE  VIDEO  and  get  the  full  story  on  how 
Siemens  and  ARKLA  Gas  used  SAPIENS' 
to  improve  their  bottom  line. 


Exclusively  available  in  the  U.S. 

and  C  anada  from  IBM 


"With  SAPIENS,  we  were  able  to  bring  our  new  system 

ONLINE  IN  A  FRACTION  OF  THE  TIME  REQUIRED  BY  OTHER  TOOLS." 

-   JAMES  HOBBS,  director  of  MIS,  Arkansas  Louisiana  Gas  Company 
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ONE  OF  OUR  • 
BEST  INVESTMENTS  HAS  GONE  ° 
VIRTUALLY  UNDETECTED. 


The  Stealth  Fighter.  I  n  tins  day,  it's  shrouded  in  secrecy.  Yet 
ahle  to  operate  successfully,  while  remaining  practically  invisible. 
Much  like  us.  1  lanson. 

In  1987,  we  acquired  Kill,  one  oi  the  largest  manufacturers  of 
die-cast  vehicles  and  model  kits  in  the  world.  It  also  happens  to  be 
one  of  the  fastest  growing.  In  '93,  profits  jumped  by  45%. 

hill  isn't  our  only  "model'  company.  Uc  own  an  impressive 
array  ol  businesses  with  combined  assets  in  excess  ot  $55  billion. 
The  Peabody  Group,  Farberware  and  Jacuzzi  Whirlpool  Baths  are 
jusl  a  few. 


And  since  being  listed  on  the  New  York  Stock  Kxchange  in 
1986,  sales  have  soared  to  $15  billion,  while  total  market  capitaliza- 
tion is  over  $20  billion.    At  the  end  of  l')l)5,  our  gross  dividend 
yield  was  5.5%,  double  the  average  of  the  S&P  500. 

There's  no  kit  you  can  buy  to  build  a  company  like  this.  What 
you  need  is  a  philosophy.  One  steeped  m  common  sense.  Which  is 
why  so  many  of  our  major  businesses  are  in  basic  industries  like 
timber,  coal  and  building  materials. 

For  more  visible  signs  of  our  success,  consult  our  Annual 
Report,    l  or  a  copy,  call  1-800-8-1 1ANSON. 


HANSON 


AGGREGATES     CHEMICALS     COAL     CONSTRUCTION  &  BUILDING  I'Klllll  CTS      FOREST  PRODUCTS  TOBACCO 
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EAR  AND  LOATHING 

N  MR.  CLINTON'S  NEIGHBORHOOD 


Mo  matter  how  tough  things  have  been  during  Bill  Clin- 
ton's roller-coaster  Presidency,  the  Clinton  team  was 
comforted  by  the  knowledge  that,  unlike  most  Ad- 
inistrations,  it  avoided  palace  intrigue.  But  as  the  White- 
ater  scandal  engulfs  the  White  House,  the  smugness  has  fad- 
1,  along  with  any  pretense  of  camaraderie.  Now  the 
lintonites  have  descended  to  backbiting  worthy  of  the  Borgias 
;  they  scramble  for  cover. 

Take  the  situation  at  the  Treasury  Dept.  It's  an  open  secret 
tat  Whitewater  has  strained  relations  between  Secretary 
[oyd  M.  Bentsen,  a  crafty  73-year-old 
snate  veteran,  and  47-year-old  Deputy 
scretary  Roger  C.  Altman,  a  New  York 
vestment  banker  and  upwardly  mobile 
riend  of  Bill.  Even  before  Whitewater, 
entsen  was  riled  over  news  accounts 
lat  depicted  him  as  asleep  at  the  switch 
hile  Altman  ran  the  department. 

Things  got  worse  after  Altman  re- 
galed at  a  Feb.  24  Senate  hearing  that, 
.  his  role  as  acting  chairman  of  the 
esolution  Trust  Corp.,  he  had  briefed 
le  White  House  on  RTC  inquiries  into 
ie  Clintons'  Arkansas  investments.  The 
imission  triggered  a  wave  of  subpoe- 
is— and  sucked  Treasury  into  the 
Tiitewater  vortex.  "Lloyd  wants  out  by  the  end  of  the  year," 
lys  a  Democratic  pol,  who  adds  that  Bentsen  may  see  a 
lver  lining:  "Altman  will  never  be  Treasury  Secretary  now." 
ired  gun.  If  that's  the  case,  Altman  hasn't  gotten  the  mes- 
ige.  Several  of  his  journalist  friends  have  penned  "Don't 
ack  Roger"  columns.  The  strangest  development  came  on 
.ar.  16,  when  Treasury  Under  Secretary  Lawrence  H.  Sum- 
ters  dismissed  as  "fantasy"  reports  that  Altman  would  resign, 
entsen  said  nothing  publicly,  but  in  response  to  inquiries  from 
jsiness  week,  a  Treasury  spokesman  said  the  Secretary 
trongly  supports  Roger." 


At  the  White  House,  spinmeister  David  R.  Gergen  is  strap- 
ping on  his  life  jacket,  too.  The  former  Reagan  operative 
was  kept  out  of  early  attempts  to  contain  Whitewater.  Aides, 
led  by  Hillary  Rodham  Clinton,  were  furious  over  Gergen's  at- 
tempts to  press  the  First  Family  to  be  more  cooperative 
with  the  probe.  "The  Clintons,  especially  Hillary,  just  don't 
trust  David,"  says  an  associate.  "Gergen  doesn't  want  to  go, 
but  the  combination  of  the  Clintons'  distrust  and  the  [ideo- 
logical] opposition  of  liberal  staffers  will  drive  him  out." 
Gergen  is  a  hired  gun,  so  few  are  shocked  by  his  problems 
with  the  insular  Clintonites.  The  stunner 
was  the  Mar.  14  news  that  Webster  L. 
Hubbell,  Hillary  Clinton's  former  law 
partner  and  a  golfing  chum  of  the  Pres- 
ident, was  out  as  the  No.  3  official  in  the 
Justice  Dept.  Hubbell's  Rose  Law  Firm 
dealings  crisscrossed  Whitewater.  To 
complicate  matters,  he  was  fighting  with 
his  former  partners  over  the  firm's  fi- 
nances. "If  Web  stayed,  this  would  have 
kept  a  cloud  over  him  and  raised  ques- 
tions we  don't  need  raised  right  now," 
says  a  White  House  staffer. 

White  House  Chief  of  Staff  Thomas  F. 
"Mack"  McLarty  III,  who  has  renewed 
efforts  to  rid  the  Administration  of 
Whitewater-tainted  officials,  was  relieved  when  White  House 
Counsel  Bernard  W.  Nussbaum  and  then  Hubbell  departed. 
But  Hubbell  left  rancor  in  his  wake,  since  he  quit  on  the 
day  that  Clinton  was  in  Detroit  trying  to  wipe  Whitewater  off 
the  front  page  with  a  "jobs  summit."  Says  an  angry  McLarty 
associate:  "Web  didn't  just  step  on  our  story— he  trampled  it." 

Are  these  the  sentiments  of  a  brave  band  of  friends?  Hard- 
ly. And  with  many  Clintonites  huddling  with  their  lawyers, 
you  can  expect  the  bonds  of  Arkie  friendship  to  increasingly 
get  washed  under  by  the  rushing  tide  of  Whitewater. 

By  Lee  Walczak 
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CAMPAIGN  FINANCE 


■  n  recent  elections,  a  basic  strategy  of 

■  congressional  incumbents  has  been 
to  accumulate  a  huge  war  chest  early, 
then  sit  on  the  money  hoping  the  sheer 
size  of  the  hoard  would  scare  chal- 
lengers away.  This  time  around,  candi- 
dates aren't  just  raising  money,  they're 
spending  heavily  in  the  early  stages 
of  the  campaign.  During  1993,  all 
House  and  Senate  candidates  spent  a 
total  of  $102.5  million,  Federal  Elec- 
tion Commission  data  show.  That's  up 
from  $70.8  million  in  1989,  the  last 
comparable  year.  Even  though  total 
fund-raising  is  up,  candidates  ended 
last  year  with  $121  million  on  hand, 


down  from  $129  million  at  the  end  of 
1989.  The  biggest  surge  has  been  in 
races  for  open  seats,  where  spending 
ran  at  10  times  the  1989  pace.  Repub- 
lican spending  edged  out  the  Dem- 
ocrats in  the  early  going,  but  the  Dems 
held  a  3-2  edge  in  cash  on  hand. 

CIVIL  RIGHTS  

Assistant  Attorney  General-desig- 
nate Deval  Patrick  plans  to  bring 
some  badly  needed  diversity  to  the 
Civil  Rights  Div.  of  the  Justice  Dept. 
San  Antonio  legal-aid  attorney  Jose 
Garza  will  be  named  to  one  of  four 
deputy  slots,  and  Bill  Tamayo  of  the 
Asian  Law  Caucus  and  Linda  Wong, 
general  counsel  of  Rebuild  LA,  are  in 


the  running  for  another.  Currently,  of 
10  section  chiefs  in  the  Civil  Rights 
Div.,  there  is  one  black  and  no  Latinos 
or  Asian-Americans. 

LEGISLATURES  

Tin-  I  irnmrratic  Xat  ional  <  'ommit  tee 
is  stepping  up  its  efforts  to  retain 
Democratic  majorities  in  state  legisla- 
1  lire-  and  hi  win  control  where  the 
Republicans  are  vulnerable.  The  party 
is  setting  up  an  independent  Legisla- 
tive Campaign  Committee  to  funnel 
money  and  staff  resources  to  cam- 
paigns. Among  the  states  that  are  tar- 
geted for  major  efforts:  Florida,  Iowa, 
Michigan,  Ohio,  Pennsylvania,  and 
Texas. 


SHINGTON  OUTLOOK 
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Imagine  what  it  w' 


The  Pentium™  processor  will 
have  an  amazing  effect  on  your 
favorite  applications. 

For  starters,  you'll  be  able 
to  access  them  much  faster.  And 


P©ntlUm      even  your  most  demanding  soft- 
ware will  respond  quickly  to  your 
points  and  clicks.  Pentium  processor  performance 
also  means  no  waiting  for  graphics,  charts  and 
pictures  to  appear  on  screen.  They'll  just  be  there. 


All  the  leading  manufacturers  have  introduced 
designs  based  on  the  Pentium  processor,  and  these 
are  not  your  average  PCs.  In  addition  to  enhance- 
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o  for  your  software. 


merits  such  as  more  RAM  and  larger  hard  drives, 
many  feature  important  design  improvements  like 
the  PCI  local  bus.  That  means  they  can  handle  the 
most  innovative  technologies,  including  applica- 
tions like  Intel's  new  ProShare™ document  and  video 
conferencing  software. 

And  the  best  news  is  that  these  systems  are 
available  today,  at  surprisingly  affordable  prices. 

Finally,  because  it's  an  Intel  Inside19 processor, 
you  can  be  assured  the  Pentium  processor  is  com- 


patible with  all  the  software  written  for  the  PC. 
Whether  it's  everyday  word  processing  software, 
or  CD-ROM  multimedia  applications. 

So  don't  leave  it  to  your  imagination.  See  for 
yourself  how  your  software  responds  to  the  power 
of  the  Pentium  processor.  For  more  information, 
call  1-800-395-7009,  Ext.  114. 
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ITALIAN 
RENAISSANCE? 

The  politics  of  reform  may  prove  to  be  the  ticket  to  an  economic  revival 


* 


■ 


: 


-  fl 


To  get  a  taste  of  how  Italy  is  chang- 
ing, look  at  two  events  taking 
place  on  a  single  sunny  mid-March 
day  in  Milan.  In  the  busy  Corso  Venezia, 
British  Gas  PLC  is  inaugurating  its  first 
Italian  subsidiary,  while  the  beaming 
new  mayor  of  the  city  looks  on.  The  $15 
billion  British  energy  giant  is  keen  to 
snap  up  a  piece  of  Milan's  electrical  util- 
ity, scheduled  to  be  privatized  later  this 
year.  Until  just  months  ago,  the  utility 
was  a  typical  Italian  public-sector  opera- 
tion: inefficient,  corrupt,  and  shielded 
from  competition.  Now,  the  board  has 
been  replaced  by  professionals,  and  the 
former  managing  director  is  awaiting 
trial  for  corruption.  Proclaims  Fabio  Fon- 
tana,  head  of  British  Gas  Italia:  "It's  go- 
ing to  be  possible  to  follow  opportunities 
in  Italy." 

A  few  blocks  away, 
the  austere  law  courts 
built  by  Mussolini  are 
taking  center  stage.  With 
TV  cameras  rolling,  spec- 
tators and  journalists 
watch  the  40th  session  of 
the  corruption  trial  of 
Sergio  Cusani.  A  slick 
middleman  with  close 
ties  to  the  once  power- 
ful Socialist  Party,  Cusa- 
ni is  accused  of  handling 
$90  million  in  bribes  paid 
to  politicians  by  the  Fer- 
ruzzi  group.  Until  it  col- 
lapsed last  year,  it  was  Italy's  second- 
most-powerful  company. 
BLOODLESS.  Welcome  to  the  first  glim- 
merings of  a  New  Italy.  Two  years  of 
political  upheaval  are  starting  to  have  a 
profound  impact  on  the  government  and 
business.  Since  a  political  hack  was 
caught  red-handed  with  $5,000  in  bribes 
two  years  ago  in  Milan,  a  steamrolling 
anticorruption  investigation  has  smashed 
an  entire  political  regime— and  way  of 
life— to  bits.  "What's  occurring  is  nothing 
less  than  a  revolution,  a  white  revolu- 
tion," says  Joseph  Perella,  Morgan  Stan- 
ley managing  director  and  a  longtime 
observer  of  Italy.  "No  guns,  no  blood- 
shed—but a  revolution." 


The  reason  is  that,  since  the  old  polit- 
ical regime  suffered  an  electoral  disaster 
in  April,  1992,  Italy  has  had  the  first 
sustained  period  of  responsible  leader- 
ship in  years.  Under  Giuliano  Amato 
and  then  Carlo  Azeglio  Ciampi,  the  aus- 
tere central  bank  governor  who  became 
Prime  Minister,  Rome  has  pushed 
through  a  startling  series  of  economic  re- 
forms, from  multibillion-dollar  privatiza- 
tions to  no-nonsense  budgets  and  an  end 


to  automatic  wage  indexation.  At  the 
same  time,  the  government's  No.  1  prob-  nt 
lem— a  $1.1  trillion  debt  mountain— is  be-  ft 
ing  tackled  by  a  team  of  U.  S.-edueated  r 
technocrats  with  financial  savvy. 

There  are  signs  that  Italy's  economy  & 
is  starting  to  bounce  back.  Inflation  is  it 
low,  and  industrial  production  is  perking  ft 
up.  The  country's  second-tier  companies, 
long  overshadowed  by  the  giants,  are 
sparking  an  export  boom  in  everything  n 


NEW  BROOM? 
WITH  THE  OLD 
REGIME  IN 
TATTERS,  THE 
ELECTIONS 
THIS  MONTH 
WILL  BE 
PIVOTAL 
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)m  shoes  to  machine  tools,  sharpen- 
r  Italy's  competitiveness  in  global  mar- 
ts (graphs,  page  48).  Italy  is  becoming 
e  first  country  on  the  Continent  to 
iw  its  way  out  of  the  deepest  reces- 
m  since  the  1930s.  This  cyclical  up- 
:k  could  be  accelerated  if  efforts  to 
xlernize  Italy  Inc.  prevail.  "The  whole 
•ailing  up  process  is  going  to  trans- 
je  into  more  efficiency  and  more  trans- 
iency in  the  Italian  economy  in  the 
ng  run,"  says  Marina  Vertova,  Italy 
lalyst  at  DRl/McGraw-Hill. 
iter  battle.  These  economic  successes 
ill  face  a  huge  test  on  Mar.  27  and  28, 
hen  48  million  Italians  cast  votes  in 
itional  elections.  With  the  traditional 
nter  out  of  action,  untested  political 
irties  are  engaged  in  a  bitter  battle 
r  supremacy.  On  the  right,  media  ty- 
on  Silvio  Berlusconi  is  in  an  uneasy  al- 
mce  with  the  populist  Lega  Nord  and 
alian  neofascists.  On  the  left,  Italy's 
smocratic  Party  of  the  Left— the  re- 
imed  Italian  Communist  Party— heads  a 
•oup  including  greens,  liberals,  and 
ird-line  communists. 


If  neither  grouping  gets  a  clear  major- 
ity, a  delicate  pact  will  have  to  be  fash- 
ioned with  the  third,  a  centrist  alliance 
led  by  figures  like  former  Prime  Minis- 
ter Amato  and  leading  reformer  Mario 
Segni.  A  success,  say  observers,  could 
ensure  a  government  without  the  ex- 
tremist elements  of  either  right  or  left— 
and  one  that  would  also  embrace  current 
economic  policy. 

But  whatever  the  outcome,  Italy's 
new  government  will  have  little  room 
to  veer  from  the  reforms  already  started 
because  the  old  system  is  so  thoroughly 
discredited.  "The  Italians  support  these 
reforms,"  says  Romano  Prodi,  the  eco- 
nomics professor  who  heads  state-owned 
industrial  and  financial  giant  IRI.  "What- 
ever government  comes  in  won't  change 
the  fact  that  the  traditional  relation  be- 
tween government  and  business  has 
been  totally  broken." 

The  price  of  failure  would  be  high.  If 
politics  and  business  as  usual  reassert 
themselves,  Italy's  window  to  remake 
itself  could  close  for  a  long  time,  leaving 
the  country  in  an  increasingly  marginal 


position  within  the  European  Union.  De- 
spite recent  progress,  Italy  is  only  now 
starting  to  address  key  economic  prob- 
lems, such  as  painful  industrial  restruc- 
turing, privatization,  and  financial  mod- 
ernization, that  other  European  countries 
began  tackling  long  ago. 
INDICTMENTS.  The  old  system  began  to 
crumble  with  the  crisis  of  Tangentopoli, 
Italian  for  "Bribesville,"  and  the  expres- 
sion used  for  the  massive  web  of  corrup- 
tion linking  Italian  political  parties  and 
business.  Six-time  Prime  Minister  Giulio 
Andreotti  and  Socialist  leader  Bettino 
Craxi  have  been  effectively  disabled  by 
dozens  of  indictments  ranging  from  cor- 
ruption and  extortion  to— in  the  case  of 
Andreotti— homicide  and  collusion  with 
the  Sicilian  Mafia.  And  with  more  than 
one  out  of  every  four  members  of  Italy's 
current  Parliament  facing  criminal  in- 
vestigations, "many  of  the  people  oppos- 
ing or  qualifying  reforms  like  privatiza- 
tion have  since  gotten  caught  up  in 
Tangentopoli,"  says  Mario  Draghi,  a  di- 
rector general  at  Italy's  Treasury. 
Of  course,  some  habits  die  hard.  In 


PILLARS  Of  THE  NEW  ITALY 

Privatization  takes  off:  $6  billion  in  state  sell-offs  since  mid- 
1993,  including  two  huge  banks 

Professional  managers  replace  party  appointees  at  state 
industries  and  banks,  breaking  the  corruption  chain 
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the  poor  South  of  Italy,  organized  crime 
still  wields  enormous  power,  although 
there  is  evidence  that  the  Mafia  is  now 
slightly  less  than  all-powerful.  Arrests  of 
key  Mafiosi  are  at  an  all-time  high.  And 
though  bribes  are  still  collected  in  busi- 
ness, many  think  they're  less  widespread 
since  the  cleanup  began. 

Overall,  however,  the  dynamics  of 
business  in  Italy  have  changed  dramati- 
cally. Since  mid- 1993,  Rome  has  sold  off 
close  to  $6  billion  in  state  assets,  such  as 
two  of  Italy's  largest  banks,  Banca  Com- 
merciale  Italiana  and  Credito  Italiano. 
A  new  phase  of  sell-offs  could  total  some 
$40  billion  over  the  next  two  years. 

That's  revolutionary  in  a  country  like 
Italy,  where  the  traditional  centers  of 
economic  power  could  be  almost  counted 
on  one  hand— the  state  banks,  state  in- 
dustry, Fiat,  and  two  or  three  other  pri- 
vate groups.  What's  more,  the  sell-offs 
have  proved  a  massive  shot  of  adrena- 
line for  the  Milan  Stock  Exchange, 
where  thousands  of  first-time  sharehold- 
ers have  begun  trading  shares  in  pri- 
vatized companies. 

FASTER,  FASTER.  The  cleanup  process  is 
accelerating  a  long-overdue  generational 
change  in  Italian  business.  In  state- 
owned  companies,  that  means  the  ap- 
pointment of  professional  managers  for 
the  first  time.  To  find  new  management 
for  loss-ridden  Alitalia  earlier  this  year, 
state  industrial  holding  company  IRI 
didn't  follow  the  usual  course  of  award- 
ing the  top  job  as  a  political  favor.  In- 
stead, IRI  reached  for  the  best  manageri- 
al talent  it  could  buy:  the  heads  of 
Texas  Instruments  Europe  and  IBM  Eu- 
rope, Roberto  Schisano  and  Renato 
Riverso,  respectively,  both  known  as 
tough  managers.  "This  really  is  an  im- 
portant cleanup  and  spells  the  end  of 
the  past,"  says  Marco  Tronchetti  Pro- 
vera,  CEO  of  tire-and-cable  giant  Pirelli. 

The  breakdown  of  cozy,  often  corrupt 
links  between  big  business  and  political 


parties  is  sending  fresh  air— and  in- 
creased competition— through  the  entire 
Italian  system.  Before,  the  close  ties  ef- 
fectively shut  out  foreigners,  setting  im- 
possibly high  barriers  for  Japanese  car- 
makers, for  example,  in  order  to  protect 
Fiat.  Now,  foreign  investment  is  surging 
in,  even  as  politics  continue  to  roil.  In 
December,  General  Electric  Co.  ponied 
up  $470  million  to  take  over  Nuovo  Pi- 
gnone,  the  $700  million  engineering  unit 
of  eni.  In  February,  itt's  Sheraton  Inter- 
national unit  agreed  to  fork  over  $530 
million  for  34  hotels  belonging  to  Italy's 
troubled  Ciga  group. 

The  corruption  trials  have  also 
sparked  a  sometimes  brutal  natural  se- 
lection in  Italian  business. 
Groups  that  depended  most 
on  political  favors  for  survi- 
val have  faltered,  or,  as  in 
the  case  of  the  Ferruzzi 
agro-industrial  empire,  col- 
lapsed altogether.  Fiat 
grew  fat  in  its  protected 
market.  Nor  was  it  a 
stranger  to  the  bribery  gra- 
vy train:  No  fewer  than  14 
Fiat  executives  are  under 
investigation  on  corruption 
charges.  For  Fiat,  which  lost  more  than 
$1  billion  last  year,  "it  will  be  a  new 
world,"  confesses  Chairman  Gianni  Ag- 
nelli. "I've  got  to  take  our  business  as 
far  away  from  politics  as  possible." 

Even  Agnelli  now  concedes  that  big 
groups  such  as  Fiat  aren't  the  only  game 
in  town  anymore.  For  the  first  time, 
Italy  can  boast  of  an  emerging  network 
of  powerful  smaller  companies— an  Ital- 
ian version  of  Germany's  Mittelstand. 
Some  are  well-known  groups  such  as 
clothes  giant  Benetton,  whose  1993  sales 
capped  $1.6  billion.  Others,  such  as  the 
little  known  Elfi  group  are  equally  im- 
pressive. The  midsize  manufacturer  of 
refrigerators  is  now  the  largest  white- 
goods  producer  in  Italy  and  No.  4  in  Eu- 


AGNELLI:  "I'VE 
GOT  TO  TAKE 
OUR  BUSINESS  AS 
FAR  AWAY  FROM 
POLITICS  AS 
POSSIBLE" 


rope,  with  1993  sales  of  about  $2  billion.] 
As  humbled  titans  such  as  Fiat  are! 
restructuring  back  home,  Italy's  second- 
tier  companies  are  out  conquering  the 
world.  From  shoe  producers  in  the, 
Marche  region  to  machine-tool  makers1 
near  the  Swiss  border.  Italy's  nimble,! 
midsize  companies  are  contributing  to! 
the  best  export  performance  of  any  ma-j 
jor  industrialized  country  in  the  past| 
two  years.  The  figures  are  staggering. 
Last  year,  Italy  ran  a  $30  billion  bal- 
ance-of-trade  surplus,  its  largest  ever. 
Italy's  trade  surplus  in  textiles,  clothes, 
and  shoes,  for  example,  soared  last  year 
by  31%,  to  $15.5  billion— more  than  mak- 
ing up  for  Italy's  energy  imports.  Max 
Mara  Fashion  Group,  for 
one,  is  pushing  hard  in 
Asia. 

Of  course,  Italian  export- 
ers have  been  aided  enor- 
mously by  a  30%  deprecia- 
tion of  the  lira  since  Italy 
left  the  European  exchange 
rate  mechanism  in  Septem- 
ber, 1992.  But  Britain,! 
Spain,  and  Sweden— thel 
other  European  countries! 
with  devalued  currencies— J 
have  not  been  able  to  reduce  their  trade! 
deficits  by  much.  The  trick  in  Italy  hasj 
been  revitalizing  mature  industries  suchj 
as  food  and  fashion. 

Needless  to  say,  Italy  isn't  out  of  the 
woods  yet.  Political  uncertainty— if  the 
elections  result  in  a  nasty  deadlock,  for 
example— could  freeze  consumer  spend 
ing  and  stanch  investing.  "But  Italy  to- 
day is  a  low-cost  country,  and  its  work- 
ers work  hard,"  says  Fiat's  Agnelli.  "And 
these  things  can  turn  a  country  around 
rather  quickly."  If  a  new  government 
can  manage  to  hold  up  its  end  of  the 
bargain,  the  results  could  be  surprising 
indeed. 

By  John  Rossant  in  Milan,  with  Sil- 
ria  Sunsoni  in  Rome 
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MEXICO  I 


MORE  HOLES 

IN  THE  IMAGE  OF  MODERN  MEXICO 


The  kidnapping  of  Banamex'  president  deepens  the  sense  of  crisis 


ow  could  things  that  were  going 
so  right  suddenly  go  so  wrong? 
That's  the  question  many  Mexi- 
cans are  asking,  following  the  kidnap- 
ping of  a  prominent  Mexican  business- 
man on  Mar.  14.  A  group  of  gunmen 
seized  Alfredo  Harp  Helu,  the  50-year- 
old  president  of  Mexico's  largest  bank, 
Banamex,  as  he  was  on  his  way  to  work. 
Although  police  believe  the  motive  was 
solely  ransom,  business  leaders  worry 
that  the  kidnapping  was  aimed  at  creat- 
ing uncertainty  in  a 
presidential  election 
year  that  already 
has  been  marred  bj 
an  outbreak  of  guer- 
rilla violence.  Warns 
Antonio  Sanchez 
Diaz  de  Rivera,  pres- 
ident of  the  Co- 
parmex  business 
group:  "This  isn't 
just  a  matter  of  get- 
ting money,  there 
are  people  interest- 
ed in  destabilizing 
things." 

Even  if  the  inci- 
dent was  not  politi- 
cally motivated,  the 
mere  perception  of 
chaos  jolted  the 
Mexican  stock  mar- 
ket for  the  third 
time  in  as  many 
months.  It  plunged 
6%  in  two  days,  putting  pressure  on  the 
peso.  First,  it  was  peasants  in  Chiapas. 
Then,  the  government's  Chiapas  peace 
negotiator,  Manuel  Camacho,  stunned 
President  Carlos  Salinas  de  Gortari's 
ruling  Institutional  Revolutionary  Par- 
ty (PRl)  by  hinting  he  might  make  an  in- 
dependent run  for  the  presidency.  And 
in  mid-March,  the  government  acknowl- 
edged that  Mexico  was  officially  in  reces- 
sion at  the  end  of  1993.  Suddenly,  the 
PRI  is  in  crisis  for  all  to  see,  and  the 
image  of  modern  Mexico  is  under  fire. 
TUG  OF  WAR.  So  far,  Salinas  is  fumbling 
badly  as  he  tries  to  untie  the  knot  that 
has  bound  the  party  to  the  government 
for  so  many  years.  The  gap  in  the  PRI  is 
widening  between  hard-liners,  who  don't 
want  to  loosen  the  PRl's  grip  on  power, 
and  modern  reformers.  Some  think  Sali- 


nas erred  in  tapping  former  Social  De- 
velopment Secretary  Luis  Donaldo  Colo- 
sio,  a  conservative  former  PRI  president, 
as  candidate.  Indeed,  ever  since  Chia- 
pas, Colosio  has  been  upstaged  by  the 
media-savvy  Camacho,  who  is  far  more 
popular  and  is  viewed  as  better  able  to 
manage  a  more  democratic  Mexico. 
"What  we're  seeing  is  the  beginning  of 
the  demise  of  the  PRI,"  says  economist 
Rogelio  Ramirez  de  la  0. 

If  political  roiling  weren't  enough  to 


SUBCOMMANDER  MARCOS  IN  CHIAPAS:  THE  REBELLION  HAS  DIVIDED  THE  RULING  PARTY 


worry  Mexico's  business  class,  the  kid- 
napping surely  was.  Harp  is  the  most 
prominent  businessman  to  be  nabbed  in 
several  years,  and  his  is  the  first  case  to 
be  widely  reported.  Over  the  past  six 
years,  at  least  15  other  executives  have 
been  kidnapped,  including  Fernando  Sen- 
deros  Mestre,  an  executive  of  desc,  a 
Mexican  conglomerate,  who  was  freed 
for  a  reported  $9  million  in  ransom  in 


"This  isn't  just  a  matter  of 
getting  money,  there  are 

people  interested 
in  destabilizing  things" 


1988.  Harp's  kidnappers  surely  noticed 
that  the  banking  sector  piled  up  huge 
profits  amid  economic  pain.  Average 
profits  at  Mexico's  18  private  banks 
grew  27%  in  1993. 

More  mischief  could  yet  come.  A  list 
found  by  police  investigating  a  Nicara- 
gua kidnapping  ring  last  year  included 
150  Mexicans,  among  them  billionaires 
Carlos  Slim,  who  runs  Telmex,  and  Em- 
ilio  Azcarraga,  owner  of  the  Televisa 
network.  Also  on  the  list  were  Slim's 
cousin,  Harp,  and  his  partner  Roberto 
Hernandez,  also  president  of  the  Mexi- 
can Banking  Assn. 

jitters.  Such  news  could  hurt  foreign 
investment.  Ramirez  de  la  0,  a  consul- 
tant to  big  multinational  companies,  says 
he  has  received  calls  "from  clients  who 
are  worried  about  political  disorder."  If 
foreigners  withdraw  heavily  from  the 
market,  he  says,  the  peso  could  go  into 
a  tailspin.  As  if  to 
counter  that  concern, 
the  government  has 
leaked  the  news  that 
Mexico's  current  for- 
eign reserves  total 
$29  billion— sufficient 
to  buffer,  at  least 
temoorarily,  investor 
flight. 

But  some  analysts 
say  investors  should 
not  be  alarmed  by 
the  lurch  toward  a 
more  open  democra- 
cy. Foreign  investors 
are  spooked  by  Mex- 
ico's confusing  poli- 
tics, and  Mexicans 
"are  spooked  because 
they  don't  know 
what  life  would  be 
like  without  the  PRI," 
says  Alfredo  M.  Vie- 
gas,  Latin  equities 
analyst  at  Salomon  Brothers  Inc.  "But 
the  political  volatility  shouldn't  affect 
the  fundamentals  of  the  economy." 

For  a  while,  it  looked  as  if  Salinas 
might  avoid  the  "sixth-year  syndrome"  of 
political  and  economic  unraveling  that 
plagues  Mexico's  lame-duck  Presidents. 
Oil-price  drops,  major  devaluations,  and 
stock  market  plunges  all  have  hit  the 
last  three  Mexican  Presidents.  Salinas 
appeared  poised  to  exit  office  in  tri- 
umph, having  inked  a  free-trade  agree- 
ment with  the  U.  S.  and  Canada  and 
slashed  inflation  from  160%  to  7%.  But 
Salinas'  determination  to  end  his  term 
with  low  inflation  may  have  sealed  his 
fate:  His  economic  discipline  unleashed 
political  forces  that  he's  now  hard  put  to 
contain. 

By  Geri  Smith  in  Mexico  City 
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Just  don't  expect  it  to  roar. 


Under  pressure  to  be  swifter, 
stronger  and  more  agile,  some 
organizations  may  be  tempted 
to  seek  superficial  solutions. 

But  in  this  era  of  unrelenting 
change,  the  true  character  of 
every  enterprise  will  be  tested. 

<T>1494  Andersen  Consulting  All  rights  reserved 


So  rather  than  shallow,  short- 
term  fixes,  Andersen  Consulting 
can  help  you  achieve  lasting  im- 
provements by  aligning  all  of  your 
essential  components:  strategy, 
technology,  process  and  people. 

Because  these  days,  you  either 


transform  the  whole  organization. 
Or  risk  becoming  a  paper  tiger. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


If  you  have  something  of  great  value,  you  insure  it.  Send  an  important  package  UPS  Next 
Day  Air®  and  you're  doing  the  same  thing.  Only  UPS  offers  guaranteed  tracking  and  guaranteed 
10:30  a.m.  delivery  for  up  to  35%  less  than  other  companies  charge!  That  way  you're  insuring 

something  else  of  great  value.  Your  career.  The  package  delivery  company  more  companies  count  on. 

For  prompt  pick-up  of  your  urgent  package  call  1-800-PICK-UPS. 
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MILLING  OUT  THE  RED  CARPET  TO  THE  EAST 
>NE  CENTIMETER  AT  A  TIME 


s  Western  Europe  about  to  wake  up  to  the  East?  In  the 
more  than  four  years  since  the  Berlin  Wall  came  down,  the 
European  Union's  response  to  its  six  Eastern  neighbors  has 
en  mainly  to  ignore  their  potential  value  and  instead  main- 
n  barriers  against  their  exports.  But  now  the  EU  seems  to  be 
uring  out  the  folly  of  this  stance.  By  late  this  year,  Western 
iropean  leaders  hope  to  have  a  detailed  plan  in  place  for 
inging  the  Easterners  into  the  EU  by  decade's  end. 
The  West  is  beginning  to  see  the  East's  markets  as  growth 
eas.  But  a  bigger  motivation  is  fear  of  the  consequences  of 
onomic  decline  in  the  East's  fragile  new  democracies.  No  one 
ints  another  Yugoslavia-style  debacle  that  could  swamp  the 
mtinent  with  refugees.  Western 
iders  also  believe  that  EU  member- 
ip  would  give  the  East  protection 
im  a  newly  assertive  Moscow. 
Western  Europe  has  seen  the  re- 
Its  of  abandoning  a  region  and  is 
arrying  about  seeing  a  Balkaniza- 
m  of  Europe,"  says  Dominique 
oisi,  deputy  director  of  the  French 
stitute  of  International  Relations. 
hPTt  talk.  The  EU  is  already  plan- 
ng  to  include  countries  such  as 
)land,  Hungary,  and  the  Czech  Re- 
iblic  in  peacekeeping  operations  and 
gional  summits.  Despite  the  movement,  however,  Western 
urope  is  still  trying  to  bring  the  East  in  without  much  po- 
ical  cost.  Unemployment  levels  in  Western  Europe  approach 
e  15%  levels  of  the  East.  With  that  as  a  backdrop,  EU 
>liticians  won't  dare  speed  up  the  lowering  of  trade  barriers 
Eastern  exports  of  steel,  farm  products,  and  textiles.  That 
ould  deny  the  East  the  economic  growth  that  it  needs.  "The 
lly  way  of  assisting  these  countries  is  to  open  borders," 
iys  Alois  Bischofberger,  chief  economist  of  Credit  Suisse. 
Capital  flows  won't  help  if  they  are  not  accompanied  by  lib- 
•al  trade  policies." 


POLISH  FARMER:  WILL  THE  EU  LOWER  TARIFFS? 


At  present,  Easterners  find  that  the  West  talks  sympa- 
thetically but  keeps  them  largely  shut  out.  For  example,  Nick 
Langford,  managing  director  of  Coats  Eastern  Europe,  a  Bu- 
dapest textile  company,  complains  that  EU  officials  label  his 
thread  "Japanese"  and  slap  high  duties  on  it  even  though  the 
Japanese  raw  material  undergoes  28  processes  in  Budapest. 
"The  Germans  make  it  virtually  impossible  for  their  companies 
to  buy  materials  from  anywhere  but  Germany,"  he  says. 
"That's  totally  against  the  principles  of  the  EU." 

Matters  could  come  to  a  head  later  this  year.  Germany, 
which  takes  over  the  rotating  EU  presidency  at  the  beginning 
of  July,  plans  to  make  Eastern  European  membership  the  pri- 
ority item  during  its  term.  Poland 
and  Hungary  have  already  an- 
nounced plans  to  apply. 
CHARITY  CASES.  But  expanding  the 
EU  eastward  won't  be  easy.  Negoti- 
ations to  bring  in  Austria,  Sweden, 
Finland,  and  Norway  have  already 
sparked  a  nasty  fight  over  voting 
rights  in  the  EU.  Eastern  European 
entry  is  likely  to  be  much  more  con- 
troversial; unlike  the  wealthy  Scan- 
dinavian states,  these  countries 
would  compete  for  aid  with  the 
poorer  European  countries  such  as 
Spain,  Portugal,  Greece,  and  Ireland. 

The  dismal  state  of  the  Western  European  economies  also 
works  against  liberalizing  trade  with  the  East  anytime  soon. 
While  countries  such  as  Britain  and  Spain  are  well  on  the  way 
to  recovery,  the  core  EU  countries,  France  and  Germany,  are 
in  some  danger  of  suffering  double-dip  recessions.  With  elec- 
tions coming  up  soon,  it  will  be  tough  to  do  anything  that 
might  cause  further  job  losses  in  the  short  run.  Which  is 
why,  until  a  real  Western  European  recovery  is  under  way. 
Easterners  will  probably  get  more  talk  than  action. 

By  Bill  Javetski  in  Paris,  with  Patrick  Oster  in  Brussels 
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EHIRINOVSKY'S  TROUBLES  

Is  the  bad  boy  of  Russian  politics 
about  to  self-destruct?  Just  three 
inonths  after  his  electoral  triumph, 
neofascist  Vladimir  Zhirinovsky  is  in 
trouble.  Sick  of  Zhirinovsky's  clownish 
rages  and  inflammatory  visits  to  Eu- 
ropean capitals,  key  members  of  his 
Liberal  Democrat  Party  are  threaten- 
ing to  walk  out  and  form  their  own 
party. 

Meanwhile,  the  courts  could  strip 
Zhirinovsky  of  his  seat  in  the  State 
Duma.  A  city  court  recently  moved  to 
annul  Zhirinovsky's  election,  agreeing 
with  a  complaint  that  he  grossly  vio- 
lated election  rules.  If  the  higher  court 


upholds  the  decision,  Zhirinovsky  could 
get  the  boot  from  the  Duma.  Thus,  he 
would  lose  an  important  soapbox  for 
his  campaign  to  replace  President  Boris 
Yeltsin. 

FOREIGNERS  LIKE  JAPAN  STOCKS 

Foreign  investors  just  can't  seem  to 
get  enough  of  Japanese  stocks 
these  days.  In  the  first  nine  weeks  of 
1994,  they  were  net  buyers  to  the  tune 
of  $24  billion.  That's  nearly  double 
what  foreigners  bought  in  all  of  1993. 
According  to  Keith  Donaldson,  equi- 
ty strategist  for  Salomon  Brothers  in 
Tokyo,  the  foreign  buying  has  held 
the  Nikkei  up  near  20,000  despite 
heavy  selling  from  Japanese  corpora- 


tions looking  to  bolster  their  bottom 
line  as  the  end  of  the  Japanese  fiscal 
year  approaches. 

KOHL;  DOWN  BUT  NOT  OUT  

Chancellor  Helmut  Kohl  is  still  smil- 
ing even  though  his  Christian 
Democrats  got  creamed  in  the  Mar.  13 
Lower  Saxony  statehouse  elections.  The 
CDU's  36%  of  votes  was  its  worst  result 
there  in  35  years  and  a  drop  of  six 
percentage  points  from  the  preceding 
contest  in  1990.  But  his  main  oppo- 
nents, the  Social  Democrats,  also  failed 
to  increase  their  44%  in  Lower  Sax- 
ony. The  only  party  that  did  well  was 
the  Green  Party,  which  boosted  its 
share  significantly,  to  7.5%. 
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FORTIS  IS  HERE  TO  PROTEC1 

In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis  —  a  worldwide  financial  services  organization  $100  billion 
strong  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 


VERYONE  IN  YOUR  CASTLE. 


that  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle. 
From  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

ffortis 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD" 


For  more  information,  call  your  independent  agent, 
broker  or financial  consultant,  or  call 1-800-377-7282 . 


MULTIMEDIA  I 


NOT  JUST 

INK-STAINED  WRETCHES 


Chicago's  Tribune  Co.  gets  the  multimedia  bug  in  a  big  way 


Stolid,  imposing,  insular.  Since  Colo- 
nel Robert  R.  McCormick  put  up 
his  gothic  pile  on  Chicago's  Michi- 
gan Avenue  nearly  75  years  ago,  the 
Tribune  Tower  has  been  a  faithful  reflec- 
tion of  this  legendary  newspaperman 
and  the  company  that  he  built.  Even 
today,  to  visit  Tribune  Co.  Chairman 
Charles  T.  Brumback,  you  take  a  pri- 


using  a  remote-controlled  TV  camera  to 
tape  sound  bites  for  ChicagoLand  Televi- 
sion News  (CLTV),  a  local  cable  channel 
also  owned  by  Tribune. 

The  newsroom  and  executive  suite 
may  seem  worlds  apart.  But  "Tribune's 
multimedia  minions  are  taking  their  or- 
ders from  the  man  upstairs.  And  Brum- 
back, who  gained  a  take-no-prisoners 


vate  elevator  to  the  24th  floor-,  where  he 
has  a  hushed  suite  of  offices  under  hand- 
carved  ceilings. 

Step  into  the  newsroom  of  the  Chica- 
go Tribune  several  floors  below  Brum- 
back's  perch,  though,  and  you'll  see  a 
different,  thoroughly  modern  Tribune 
Co.  There,  editors  are  electronically  con- 
verting newspaper  articles  to  be  dist  rib- 
uted on  Chicago  Online,  a  data  network 
owned  by  Tribune  and  affiliated  with 
America  Online  Inc.  And  reporters  are 


reputation  after  rancor- 
ous clashes  with  newspa- 
per unions  at  the  Trib- 
une and  the  New  York 
Daily  News,  is  calling  for  radical  change. 

While  Tribune  used  to  be  a  classic 
publishing  and  broadcasting  company,  it 
is  becoming  one  of  America's  most  ag- 
gressive multimedia  players.  Once  reli- 
ant on  papers  and  TV  stations,  it  now 
wants  to  distribute  its  products— every- 
thing from  news  and  country-and-west- 


TRUE  BELIEVER- 
CEO  BRUMBACK 
IS  PUSHING  INTO 
ON-LINE  SERVICES, 
CD-ROM,  EVEN 
KIDS'  BOOKS 


ern  TV  shows  to  children's  books— v 
CD-ROM,  on-line  computer  services,  ai 
interactive  cable.  "People  are  going 
want  more"  than  newspapers  and  1 
shows,  says  Brumback.  "Computers  ai 
two-way  cable  systems  will  make  it  ea 
er  to  get  more." 

To  reposition  his  company  for  th 
multimedia  world,  Brumback  has  goi| 
on  a  deal  spree.  First,  he  unloaded  tl 
long-troubled  Daily  News  on  the  la 
press  lord  Robert  Maxwell  in  199L  The 
last  year,  Brumback  sold  41%  of  Ti 
bune's  volatile  newsprint  operation 
the  public.  Flush  with  cash  from  th 
sale  and  $100  million  in  annual  cash  flo 
from  Tribune's  core  businesses,  Brur 
back  bought  stakes  in  America  Onlii 
and  the  Television  Food  Network.  1 
also  started  the  CLTV  channel  and 
launching  a  country-music  productk 
company,  The  Road  (table).  Finall 
Brumback  spent  $197  million  for  thr< 
publishers:  Contemporary  Books,  Wriglj 
Group,  and  Compton's  Multimedia. 
mandate  to  change.  With  media,  tec] 
nology,  and  telephone  companies  strikir 
all  sorts  of  new  alliances,  Tribune 
staking  its  claim  as  a  premier  softwai 
supplier.  That's  a  logical  extension 
its  history  as  a  provider  of  news  ar 
information  to  local  markets.  But  dorm 
mistake  Tribune's  localism  for  parochi 
ism:  Harvey  Plotnick,  who  runs  Tr 
bune's  book  division,  says  Brumback  hi 
exhoi'ted  him  to  pursue  markets  sue 
as  China  and  eventually  Cuba. 

Brumback,  who  is  65  and  will  reth 
next  year,  brings  the  same  intensity 
multimedia  that  he  brought  to  lab( 
talks.  Currently,  Tribune  gets  65% 
its  revenues— which  were  $1.9  billion 
1993— from  its  six  newspapers,  wit 
most  of  the  rest  comir 
from  its  eight  TV  and  s: 
radio  stations.  With) 
five  years,  though,  Brur 
back  wants  new  venture 
to  kick  in  at  least  25% 
Tribune's  operating  pre 
its,  which  were  $356  m 
lion  in  1993.  "He's  mac 
crystal  clear  we  have  1 
change,"  says  Plotnick. 

On  the  surface,  Tril 
une  wouldn't  seem  to  \ 
under  much  pressure 
do  so.  Measured  by  r 


turn  on  equity,  the  company  has  ou 
paced  most  of  its  publishing  and  broai 
casting  peers:  19.5%  in  1993,  vs.  s 
industry  average  of  13.1%.  What's  mor 
its  newspapers  have  rebounded  fro: 
the  recession  and  now  have  better  pro 
pects  than  at  any  time  since  1989,  saj 
John  W.  Madigan,  head  of  the  publishir 
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Mita  copiers  can  help  any  office 
get  out  of  the  stone  age. 


Still  working  with  prehistoric  office  equipment?  Get  a  Mita.  Every  Mita  copier  Buyers  Lab  tested  earned 
their  highest  rating  for  uptime.  For  personal  to  high-speed  copiers,  call  1-800-ABC-MITA.  The  times  demand 
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unit.  Still,  Brumback  believes 
Tribune's  core  businesses  are 
past  their  prime:  "Newspa- 
pers and  TV  will  do  0.  K.," 
he  says,  "but  they  will  not 
grow  at  as  significant  rates 
as  in  the  1970s  and  1980s." 

To  replace  those  growth 
engines,  Brumback 
is  lining  up  as 
many  new  distribu- 
tion channels  as  he 
can  for  Tribune's 
products.  In  addi- 
tion to  books  and 
on-line  services,  he 
is  looking  at  soft- 
ware companies,  entertain- 
ment programmers,  and  di- 
rect-mail outfits.  And  he  is 
pursuing  a  raft  of  joint  ven- 
tures with  companies  such  as 
Time  Warner  Inc.  Tribune 
will  provide  interactive  news 
programming  for  Time  Warner's  cable 
system  in  Orlando.  And  Tribune's  pow- 
erful independent  TV  stations  will  form 
the  linchpin  of  Time  Warner's  proposed 
fifth  broadcast  network. 

Brumback's  strategy  carries  plenty  of 
risks.  First,  Tribune  must  balance  the 


...AND  THEY  PUBLISH  NEWSPAPERS,  TOO 

Key  multimedia  investments  of  Tribune  Co. 

EDUCATION  Spent  $1 97  million  for  three  publishers: 
Compton's  Multimedia,  Contemporary  Books,  and  Wright 
Group.  Total  1993  revenues:  $82  million 

TELEVISION  FOOD  NETWORK  20%  owner  of  cable 
food  network.  Investment:  $10  million* 


CHICAGO 


CHICAGOLAND  TELEVISION  NEWS  Owns  24  hour 
news  channel.  Investment:  $10  million* 

AMERICA  ONLINE  1  1%  stake  in  information  service 
Investment:  $8.5  million.  Also  owns  Chicago  Online 


THE  ROAD  Will  produce  country  music 
shows  for  TV  and  home  video  this  fall 

WB  NETWORK  Linking  its  eight  TV  stations 
to  Time  Warner's  fifth  network 
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needs  of  its  traditional  businesses  with 
those  of  its  multimedia  ventures.  The 
newspaper  industry  "will  require  more 
care  and  feeding  over  the  next  5  to  10 
years  to  preempt  a  lot  of  folks  who  will 
take  swipes  at  it,"  says  Eric  Philo,  a 
media  analyst  at  Goldman,  Sachs  &  Co. 


Those  could  come  from  ne\  ir 
information  providers  sue  sti 
as  telephone  companies.  0  I 
even  newly  aggressive  p*  «'i 
pers:  The  archrival  Chicag 
Sun-Times  was  recently  a( 
quired  by  wealthy  Canadia  [o 
media  mogul  Conrad  Black 

Moreover,  Brumback  facfc: 
es  a  tough  sell  in  spreading  iti 
his  newfangled  vision  withi  $i 
old-line  Tribune.  Much  of  hi , 
strategy  is  predicated  o 
staffers'  collaborating  acros 
divisional  lines  to  develo 
new  products.  Plotnick,  fo  | 
example,  says  th 
Wright  Group, 
leader     in  th 
"whole  language^ , 
technique  of  chi 
dren's  teaching 
will  harness  Compton's  tecr  | 
nical  expertise  to  put  out  CI  pe 
ROM  versions  of  its  publications.  Thes 
kinds  of  products,  he  says,  could  pre  jt 
pel  the  book  unit  from  $82  million  i  n't 
sales  to  several  hundred  million 

But  such  collaboration  is  largely  ur 
known  at  Tribune.  Some  journalists  bal  § 
even  at  the  company's  low-key  efforts  t 


The  Call. 


Busy  people  everywhere  call  on  the  Bravo  Encore! "  pager  to  stay  in  touch  with 
m°otoRro la    h°me  and  office.  Its  small  size,  light  weight,  programmable  alarm  and  larger, 
'   angled  display  make  it  the  pager  that's  easier  to  use,  smarter  to  choose. 


(Irani  /  nearel  is  a  trademark  and  Motorola  and  the  tytre  registered  trademarksal  Motorola,  tnc  ■  11994  Motorola,  hu  Ml  rights  reserved 
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}1  reporting  resources  among  its  news- 
pers.  More  generally,  the  journalists 
irry  that  Tribune's  growing  focus  on 
■ctronic  information  and  entertainment 
11  devalue  their  traditional  roles.  "I 
n't  think  journalism  is  a  big  item  on 
2  agenda,"  says  James  Squires,  for- 
;r  editor  of  the  Tribune  who  wrote 
ad  All  About  It,  a  harsh  1993  analysis 
how  big  media  companies  erode  jour- 
listic  values. 

.Dio  stalwarts.  Brumback's  multi- 
;dia  bets  better  pay  off,  since  insiders 
/  his  foray  is  cutting  Tribune's  operat- 
l  income  by  10%.  Operating  income 
1  jump  33%  in  1993,  from  $268  mil- 
n  to  $356  million,  but  that's  mostly 
cause  Tribune  reported  lower  losses 
>m  its  newsprint  unit  after  selling  off 
rt  of  it.  What's  more,  rivals  say  Brum- 
ck's  $200  million  investment  in  books 
is  excessive.  "The  proof  of  the  pudding 
two  to  four  years  away,"  says  Philo. 
For  their  part,  Tribune  executives  in- 
%  they  aren't  dazzled  by  multimedia 
pe.  "We've  got  to  keep  the  company 
balance,"  says  James  C.  Dowdle,  pres- 
ent of  Tribune's  broadcasting  arm.  "We 
n't  get  totally  enamored  with  the  fu- 
re  of  the  superhighway."  To  that  end, 

recently  acquired  two  plain-vanilla 
dio  stations  in  Denver  and  TV  stations 

Boston  and  Philadelphia.  And  Trib- 


une is  prowling  for  still  more  stations 
and  newspapers.  Dowdle,  along  with 
Madigan,  is  a  prime  candidate  to  succeed 
Brumback. 

For  now,  though,  Brumback  is  still 
very  much  in  charge.  And  he  is  down- 
right evangelical  about  Tribune's  multi- 
media future.  To  spread  his  message, 
Brumback  has  hosted  more  than  500 
Tribune  executives  at  a  series  of  man- 
agement retreats,  dubbed  Camp  Trib- 
une. He  has  circulated  laminated  cards 
bearing  a  message  about  Tribune's  mul- 
timedia goals.  And  he  is  even  tying  ex- 
ecutive compensation  to  the  number  of 
new  products  developed. 

Brumback's  campaign  has  met  with 
some  success.  Before  CLTV  went  on  the 
air  a  year  ago,  for  example,  its  general 
manager,  Robert  Gremillion,  met  with 
Jack  Fuller,  then  the  editor  of  the  Tri- 
bune, to  discuss  how  the  newspaper 
could  possibly  contribute  to  the  cable 
channel.  Now,  the  two  executives  say, 
Tribune  reporters  appear  regularly  on 
CLTV  and  share  office  space. 

Some  of  Brumback's  urgency  comes 
from  his  looming  retirement.  But  he  also 
chafes  at  opportunities  he  says  Tribune 
missed  because  it  was  distracted  by  the 
battles  at  the  Tribune  and  Daily  Neivs. 
As  an  entertainment  programmer  and 
TV-station  group  owner,  Brumback  fig- 


ures that  he  could  have  launched  a 
fourth  television  network.  But  Rupert 
Murdoch  trumped  him  with  his  Fox 
Broadcasting  Co.  "We  were  too  busy 
screwing  around  in  New  York  to  do  it," 
Brumback  snaps. 

Now,  Tribune  must  pin  its  hopes  on 
Time  Warner's  WB  Network.  The  compa- 
ny has  an  option  to  buy  20%  of  the  net- 
work. But  both  companies  face  tough 
competition  from  a  rival  network  backed 
by  Viacom  Inc.'s  Paramount  Communica- 
tions. And  Tribune  will  carry  wb  on  its 
flagship  Chicago  station,  WON,  only  three 
nights  a  week,  so  that  it  can  continue  to 
air  games  of  the  Chicago  Cubs,  which  it 
has  owned  since  1981. 

For  all  the  changes  Brumback  is  mak- 
ing, some  veteran  Tribune  observers  ar- 
gue he  is  only  taking  McCormick's  lega- 
cy to  its  logical  conclusion:  "Colonel 
McCormick  was  ultraconservative  polit- 
ically," says  Newton  N.  Minow,  a  Trib- 
une director  and  former  chairman  of  the 
Federal  Communications  Commission, 
"but  he  was  willing  to  get  us  into  radio 
and  TV,  which  was  highly  progressive." 
If  Brumback  has  his  way,  McCormick's 
gothic  Tower  will  be  the  last  old-fash- 
ioned vestige  at  a  defiantly  modern  mul- 
timedia giant. 

By  Richard  A.  Melcher  in  Chicago, 
with  Ronald  Grover  in  Los  Angeles 


68HC05 


The  Answer. 


The  Motorola  68HC05  microcontroller  answers  every  need  for  the  Bravo  Encore!  It's  a  small 
and  inexpensive  power  miser  that  tirelessly  sequences,  decodes  and  displays  paging  information. 
From  pagers  to  televisions,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 

(M)  MOTOROLA 

Microcontrollers 
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IBM  Client/Server 


IBM  is  a  registered  trademaik  of  International  Business  Machines  ©  1994  IBM  Corp 


The  difference  between  rehearsal 
and  performance  is  experience. 

Client/server  computing  is  great  for  your  people  because  it  gives  them  easier  access 
to  more  information,  and  it's  great  for  your  business  because  it  removes  barriers 
between  existing  systems.  Even  ones  that  now  perform  solo  can  be  playing  together, 
giving  you  new  flexibility — to  improvise,  to  reorganize,  to  reengineer. 

So  your  question  isn't  whether  to  explore  client/server,  it's  what  to  look  for  in  the 


>eople  who  help  you,  and  here's  a  suggestion.  If  they  don't  have  a  long  list  of  references 
n  multiplatform,  multivendor  integration,  and  if  they  don't  have  a  working  knowl- 
'dge  of  your  kind  of  business,  you  should  call  someone  who  has.  Someone  like  IBM. 

We  have  more  experience  with  more  kinds  of  platforms,  operating  systems,  networks 
ind  industry  applications  than  anyone. Which  is  what  client/server  is  about.  So  when  we 
custom- tailor  your  solution,  we  can  be  more  objective  about  your  options  than  single - 
platform  vendors  and  more  understanding  of  your  needs  than  third-party  consultants. 

Also,  we  keep  careful  track  of  what  we've  learned.  Every  client/server  solution  is 
inique,  but  we  take  advantage  of  similarities  by  comparing  your  situation  with  ones 
we've  faced  before.  And  at  any  stage — from  initial  consulting  to  implementation — we 
^an  call  on  client/server  specialists  from  around  the  globe.  What's  more,  we  now  have 
fO  IBM  Open  System  Centers  worldwide  for  testing  multivendor  solutions  before 
installation.  Nobody  wants  to  be  a  vendor's  rehearsal,  and  with  us  you  won't  be. 

We've  built  hundreds  of  client/server  solutions,  and  we  can  help  you.  To  learn 


more,  call  us  at  1  800  IBM-3333,  ask  for  extension  "star"  802. 


(airbcijj  control) 


You  don't  have  time  to  brace  yourself,  much  less  think. 
Meanwhile,  it's  thought  of  everything. 


It  happens  so  fast.  How  can  an  airbag  trigger  so  suddenly?  Let's  just  say  it's  ||n|nn  Dlanf-nnilino 
the  moment  our  little  black  boxes  have  been  waiting  for  all  their  lives.  If  tjluU  ultjuul  UllluaS 


THE  BUSINESS  WEEK 


CONTENTS 


64  The  Nimble  Giants 

69  The  Little  Giants 

72  America's 

Most  Valuable 
Companies 


SD  The  Top  1  □□□ 
Companies 
Ranked  By  Stock 
Market  Value 

12  B  Alphabetical  List 
□  f  Companies 


JSINESS  WEEK  1000 


BUSINESS  WEEK/MARCH  28,  1994  63 


The   Business  Week    1  □  □  □ 


THE  NIMBLE 
GIANTS 

HARD-LEARNED  LESSONS  IN  THE  ART  OF  CHANGE  ARE  PAYING  OFF  AT  LAST 


obody  needed  to  tell  Rockwell  International  Corp. 
Chief  Executive  Donald  R.  Beall  in  1988  that 
his  company  risked  becoming  a  dinosaur.  The 
contract  for  the  B-l  bomber,  Rockwell's  largest 
program,  had  just  expired.  And  the  future 
looked  grim:  The  deep  slashes  envisioned  by  federal  budget 
cutters  meant  that  Rockwell's  major  defense  and  aerospace  di- 
visions would  soon  be  starving  for  business. 

But  after  a  hard-fought  battle  in  which  peripheral  busi- 
nesses were  shed,  seven  layers  of  management  were  pared  to 
two,  and  about  30,000  employees  were  laid  off,  the  Seal  Beach 
(Calif.)  company  is  better  off  than  ever.  By  expanding  its 
more  profitable  commercial  businesses,  such  as  factory  automa- 
tion, automotive  components,  and  telecommunications,  Rock- 


well pushed  its  profits  up  20%  last  year,  to  $583.6  million— dl 
spite  flat  sales  of  $11  billion. 

Even  better,  Rockwell's  dependence  on  defense  and  aeri 
space  work  has  been  halved,  to  just  33%  of  revenues.  "Til 
composition  of  the  company  has  changed  markedly.  We  did  n| 
foresee  the  end  of  the  cold  war,  [but]  today  the  bulk  of  tl 
writedowns  in  defense  is  behind  us,"  says  Beall.  These  day 
"I'm  more  optimistic."  So  are  Rockwell's  investors.  In  recogr 
tion  of  the  company's  sharply  improved  prospects,  its  tot 
market  value  has  soared  43%  since  last  year,  to  $9.2  billior 

Not  every  corporate  behemoth  had  its  epiphany  as  early 
has  recovered  as  smartly.  But  Rockwell's  rebound  from  its  ta 
gle  with  tough  times  is  repeated  again  and  again  throughoi  :> 
Corporate  America,  as  companies  once  dismissed  as  hid 


1 


TH  E  TO  P  1 

S 

TH  E  TO  P  1 

5 

IN  MARKET  VALUE 

1  N  SALES 

CURRENT  VALUE  PERCENT 

1993  SALES 

PERCENT 

COMPANY 

(BILLIONS  OF 

CHANGE  FROM 

COMPANY 

(BILLIONS  OF 

CHANGE  FROM 

DOLLARS) 

A  YEAR  AGO 

DOLLARS) 

A  YEAR  AGO 

1   GENERAL  ELECTRIC 

$90.0 

25% 

1 

GENERAL  MOTORS 

$138.2 

5% 

2  EXXON 

80.6 

2 

2 

FORD  MOTOR 

108.5 

8 

3  ATS1 

71.0 

-5 

3 

EXXON 

99  2 

-5 

4  WAL-MART  STORES 

65.2 

-13 

4 

WAL-MART  STORES 

67.3 

21 

5  COCA-COLA 

55  4 

0 

5 

ATST 

67.2 

3 

6  PHILIP  MORRIS 

49.1 

-18 

6 

IBM 

62.7 

-3 

7  GENERAL  MOTORS 

41.9 

59 

7 

GENERAL  ELECTRIC 

60.6 

6 

g  MERCK 

40.6 

-8 

8 

MOBIL 

57.2 

-1 

9  PROCTER  &  GAMBLE 

39.3 

1 1 

9 

SEARS,  ROEBUCK 

50.8 

-3 

10  DUP0NT 

36.1 

15 

10 

PHILIP  MORRIS 

50.6 

1 

11  MOBIL 

31.3 

17 

11 

CHRYSLER 

43.6 

18 

12  PEPSICO 

31.3 

-2 

12 

DUPONT 

37  1 

-2 

13  GTE 

31.1 

-9 

13 

CHEVRON 

37.1 

-7 

14  E0RD  MOTOR 

31.0 

38 

14 

KMART 

34.2 

10 

15  IBM 

30.7 

-1 

15 

TEXACO 

34.1 

-7 

Ll      II   LUSTWATIdNS    BY    JAMES  STLINBFRG 


>ound  and  rigid  prove  themselves  re- 
narkably  able  to  change.  Whether  it's 
Chrysler,  Deere,  or  J.  C.  Penney,  some 
if  the  more  troubled  companies  of  re- 
•ent  years  managed  to  pull  off  sharp 
ecoveries  in  1993.  Still  other  compa- 
res that  were  hardly  in  need  of  a  turn- 
round  last  year— the  General  Electrics, 
ntels,  and  Motorolas— have  shown  that 
hey  can  put  the  lie  to  the  notion  that 
)ig  companies  are  too  ponderous,  too 
:low,  or  just  plain  too  big  to  grow  rap- 
dly  in  today's  economy. 

Call  them  the  Nimble  Giants.  Faced 
vith  lean  times  and  intense  competi- 
ion,  these  huge  companies  virtually  re- 
nvented  themselves.  Most  invested 
luge  sums  to  improve  manufacturing, 
vhile  slashing  bureaucracy  and  re- 
vamping management  methods.  "The 
;E0  today  is  a  lot  more  actively  in- 
volved in  the  business,"  says  AlliedSig- 
lal  Inc.  ceo  Lawrence  A.  Bossidy. 
Corporate  downsizing,  with  its  fewer 
ayers,  facilitates  that."  Meanwhile,  com- 
>anies  worked  feverishly  to  tailor  their 
products  and  services  to  meet  the 
changing  needs  of  customers.  And  to 
insure  future  growth,  many  ventured 
nto  new  markets,  especially  emerging 
;conomies.  "The  U.  S.  is  turning  itself  into  a  competitive  ma- 
:hine,"  says  Hans  W.  Becherer,  CEO  of  Deere  &  Co. 

The  power  of  that  machine  is  spelled  out  vividly  in  this 
;ear's  BUSINESS  WEEK  1000,  the  annual  roster  of  America's 
nost  valuable  companies.  All  told,  the  market  value  of  the  BW 


HOW  TH FZ 
GIANTS  DO  IT 

BOOST  PRODUCTIVITY  It's  the  cheapest  way 
to  hike  profits  and  the  key  to  flexibility 
in  these  fast-changing  times. 

SCRUTINIZE  OPERATIONS  Manufacturing  and 
management  methods  are  also  prod- 
ucts of  the  past.  Don't  be  afraid  to 
change. 

INVEST  Spend  your  way  out  of  tough 
times— if  you  have  a  clear  vision  of 
where  the  company  needs  to  go.  Far- 
sighted  investments  can  put  you  ahead 
of  competitors  when  the  economy 
improves. 

FIND  NEW  MARKETS  Concentrate  on 
emerging  economies  for  growth,  in- 
stead of  spending  heavily  to  gain  a 
few  points  of  market  share  in  the  U.S. 
That's  critical  for  companies  with  ma- 
ture domestic  brands. 

FOCUS  ON  STRENGTHS  There's  no  better 
defense  than  being  the  best  in  the 
world  in  one  or  two  hot  categories. 


1000  rose  8%  in  1993,  to  $4.1  trillion. 
But  old-line  companies  posted  among 
the  biggest  market-value  gains  in  1993, 
as  investors  began  to  vote  their  confi- 
dence with  their  wallets.  GE,  for  the 
first  time  in  the  BW  1000's  nine-year 
history,  vaulted  to  the  No.  1  spot  in  the 
rankings,  replacing  Exxon  Corp.,  as 
ge's  market  value  climbed  by  a  hefty 
25%,  to  almost  $90  billion. 

Wall  Street  appeared  to  realize  that 
GE,  under  the  direction  of  feisty  CEO 
Jack  Welch,  is  well-primed  to  take  ad- 
vantage of  the  current  global  infrastruc- 
ture boom.  GE  holds  worldwide  leader- 
ship in  such  important  industries  as 
aircraft  engines,  power  generation,  lo- 
comotives, and  electrical  equipment. 
Throw  in  its  hugely  profitable  finan- 
cial-services operation,  which  has  just 
made  a  bid  to  acquire  Kemper  Corp.  a 
money  management  and  mutual  fund 
company,  and  GE  is  the  very  model  of  a 
modern  diversified  giant.  The  No.  1 
market  cap  represents  the  payoff  of  a 
strategy  Welch  decreed  in  the  1980s:  If 
GE  can't  be  No.  1  or  No.  2  in  a  busi- 
ness, it  gets  out  of  it  and  moves  on  to 
something  else. 

PROFOUND  SHIFT.  While  GE's  steady  rise 
is  the  product  of  a  long-term  strategy,  many  other  industrial 
powerhouses  are  now  seeing  the  payoff  of  more  urgent  turn- 
around efforts.  Chrysler  Corp.'s  market  value  jumped  72%,  to 
$20.2  billion,  thanks  to  new  models  and  a  complete  overhaul  of 
operations.  Stronger  international  sales  helped  fuel  an  89% 
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1993  PROFITS 

COMPANY  IBILUONSOF 
DOLLARS) 

PERCENT 
CHANGE  FROM 
A  YEAR  AGO 

1  EXXON 

$5.3 

10% 

2  GENERAL  ELECTRIC 

4.4 

3 

3  ATST 

4.0 

4 

4  PHILIP  MORRIS 

3.6 

-28 

5  FORD  MOTOR 

2.5 

NM 

6  GENERAL  MOTORS 

2.5 

NM 

7  CHRYSLER 

2.4 

378 

8  SEARS,  ROEBUCK 

2.4 

NM 

9  WAL-MART  STORES 

2.3 

17 

10  INTEL 

2  3 

115 

11  COCA-COLA 

2.2 

16 

12  MERCK 

2.2 

-11 

13  MOBIL 

2.1 

59 

14  FANNIE  MAE 

2.0 

24 

15  BRISTOL-MYERS  SQUIBB 

2.0 

27 

COMPANY 

1  993  ASSETS 
[BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE  FROM 
A  YEAR  AGO 

1  GENERAL  ELECTRIC 

$251.5 

30% 

2  FANNIE  MAE 

217,0 

20 

3  CITICORP 

216.6 

1 

4  FORD  MOTOR 

198.9 

10 

5  GENERAL  MOTORS 

188.2 

-1 

6  BANKAMERICA 

186.9 

3 

7  SALOMON 

172.9 

17 

8  AMERICAN  EXPRESS 

172  4 

0 

9  NATIONSBANK 

157.7 

34 

10  CHEMICAL  BANKING 

149.9 

7 

11  MERRILL  LYNCH 

147.6 

32 

12  J. P.  MORGAN 

133.9 

30 

13  CHASE  MANHATTAN 

102.1 

7 

14  TRAVELERS 

100.0 

327 

15  EQUITABLE 

99.0 

26 

DATA  STANDARD  &  POOR'S  COMPUSTAT. 
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market-value  rise  for  Caterpillar  Inc.,  to  $11  billion,  while 
while  cost-cutting  and  quality  improvements  helped  fuel  a 
39%  surge  at  Tenneco.  The  conglomerate's  market  value  stood 
at  $9.4  billion. 

Those  numbers  reflect  a  profound  shift  in  the  popular  per- 
ception of  the  fortunes  of  some  corporate  colossi.  The  BUSINESS 
WEEK  1000  ranks  America's  mightiest  companies  by  market 
value  as  of  Feb.  28.  But  market  value  is  more  than  just  how 
well  a  company's  stock  did  at  any  one  point.  The  marketplace 
is  the  ultimate  arbiter  of  what  a  company  is  worth,  and  the 
value  it  places  on  a  company  is  a  sensi- 
tive, impartial  gauge  of  its  present  value 
and  future  prospects. 

Certainly,  not  every  lar^e  troubled 
company  is  back  on  the  mend.  And  some 
of  the  recoveries  are  attributable  to  pre- 
dictable upticks  in  cyclical  industries. 
Still,  executives  and  consultants  across 
the  country  report  a  renewed  sense  of 
optimism  throughout  Corporate  America. 
With  many  of  the  icons  of  business  solid- 
ly back  in  the  black,  companies  are  start- 
ing to  feel  that  the  good  times  have  in- 
deed returned. 

And  the  rebounding  giants  are  hav- 
ing a  profound  impact  on  U.  S.  competi- 
tiveness. The  productivity  of  American 
workers  is  outstripping  that  of  workers 
in  other  countries,  especially  in  the  ser- 
vice sector,  says  Ennius  E.  Bergsma, 
who  heads  McKinsey  &  Co.'s  corporate 
finance  practice.  He  calls  the  striking 
gains  in  service-sector  productivity  a 
"third  Industrial  Revolution."  And  since 
American  companies  generally  restruc- 
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COMPANY 

MARKET  DIFFERENCE 
VALUE         FROM  LAST  YEAR 
[MILLIONS  OF  DOLLARS) 

GENERAL  ELECTRIC 

$89,953 

$17,991 

GENERAL  MOTORS 

41,946 

15,617 

MOTOROLA 

28,452 

12,607 

EORD  MOTOR 

31,000 

8,545 

CHRYSLER 

20,161 

8,436 

CITICORP 

16,039 

6,327 

TRAVELERS 

12,066 

5,976 

CATERPILLAR 

1 1,039 

5,184 

ORACLE  SYSTEMS 

9,571 

4,920 

DUPONT 

36,062 

4,759 

COMPAQ  COMPUTER 

8,340 

4,728 

MOBIL 

31,308 

4,438 

PACIFIC  IELESIS  GROUP 

23,057 

4,422 

INTEL 

28,750 

4,368 

HEWLETT-PACKARD 

22  902 

4,300 

DATA  STANDARDS  POOR  S  COMPUSTAT  BUSINESS  WEEK 


tured  their  operations  earlier  than  their  international  compet- 
itors, the  best  among  them  have  a  substantial  edge,  perhaps 
as  much  as  four  years,  on  overseas  rivals.  "Productivity  is  at 
the  core  of  the  wealth  of  a  nation,"  Bergsma  says.  "We  are 
continuing  to  stay  well  ahead." 

The  improved  competitive  picture  is  already  producing 
beneficial  effects  for  the  economy.  Higher  productivity  keeps 
inflation  in  check,  notes  Allen  L.  Sinai,  chief  economist  at 
Lehman  Brothers  Inc.  Output  per  hour  worked  at  nonfarm 
businesses  rose  an  impressive  1.9%  in  1993,  while  unit  labor 
costs  rose  just  0.9%— their  smallest  gain 
in  10  years.  As  a  result,  the  inflation 
that  typically  shows  up  in  an  expansion 
is  still  a  no-show  in  this  upturn.  In  fact, 
prices  rose  a  mere  2.3%  in  the  fourth 
quarter  of  1993,  when  the  economy  grew 
at  a  torrid  7.5%  annual  pace. 

The  downside  to  productivity  gains, 
of  course,  is  the  loss  of  jobs.  Automated 
teller  machines,  robots,  and  electronic 
voice  mail  all  replace  breathing  bank 
tellers,  assembly-line  workers,  and  re- 
ceptionists who  used  to  collect  paychecks. 
Says  Sinai  of  the  drive  for  efficiency: 
"It  is  a  brutal  process." 
WRONG  DIALS.  More  often  than  not,  that 
brutal  process  comes  as  once-insular  com- 
panies struggle  to  lose  deeply  ingrained 
bad  habits.  Serious  efforts  to  remake 
large  corporations  from  top  to  bottom 
grew  widespread  a  few  years  ago,  when 
executives  across  the  country  watched 
in  horror  as  corporate  fixtures  such  as 
IBM,  CM,  Wang  Laboratories,  and  Pan 
Am  floundered— and  in  some  cases,  van- 
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led  beneath  the  waves. 
As  business  began  to  get 
jgher  in  the  late  1980s 
d  early  1990s,  executives 

large  companies  found 
emselves  "feverishly 
ming  dials  that  had  al- 
lys  worked  before,"  says 
nsultant  Michael  Haul- 
er, co-author  of  Reengi- 
ering  the  Corporation. 
ut  it  turned  out  the  dials 
iren't  connected  to  any- 
ing."  They  needed  to  rad- 
illy  rethink  the  way  they 
1  business,  Hammer  says, 
it  first,  "they  had  to  real- 
;  they  were  not  as  great 

they  once  thought." 
Hewlett-Packard  Co.  cer- 
inly  came  to  that  realiza- 
m.  hp's  technological 
owess  had  led  the  com- 
iter  industry  in  many  ar- 
s  in  the  late  1970s  and 
rly  1980s.  But  by  1988, 
'  was  losing  ground  to 
ster-moving  Sun  Micro- 
stems  Inc.  and  Compaq 
miputer  Corp.  The  prob- 
h  wasn't  HP's  technologi- 
1  skills  but  its  bloated  bu- 
aucracy.  With  38 
parate  committees  over- 
eing  all  major  decisions,  from  product  development  to  mar- 
sting,  the  technology  wasn't  getting  to  market  fast  enough. 
G  or  small.  So  in  1990,  former  ceo  John  A.  Young  and 
lairman  David  Packard  decided  to  get  nimble.  They  dis- 
lved  all  those  committees  and  reorganized  the  company's 
re  computer  operations  into  two  major  groups,  one  selling 
rge  systems  directly  to  big  customers,  the  other  selling 
irsonal  computers  and  printers  through  dealers.  Within 
ose  groups,  too,  product  divisions  became  largely  autono- 
ous,  developing  their  own  products  without  having  to  clear 
em  with  committees.  At  the  same 
ne,  hp  knew  the  future  belonged  to 
wer-cost  computers  with  thin  profit 
argins.  To  cut  overhead,  HP  slashed 
nployment  by  6%,  or  5,400  workers, 
perating  expenses  are  now  only  30% 

sales,  down  from  41%  in  1988.  That,  in 
rn,  has  helped  boost  sales  per  employ- 
!  by  more  than  90%,  to  $215,000. 

HP  demonstrated  its  newfound  agility 
hen  it  launched  its  new  engineering 
orkstations  in  January,  1992.  A  month 
jfore  the  product  was  to  go  on  sale, 
D  discovered  that  archrival  Sun  was 
iming  out  with  a  cheaper  workstation, 
tianks  to  the  leaner  management  struc- 
ire,  HP  was  able  to  quickly  rejigger  its 
achine  and  offer  an  additional,  cheaper 
odel  by  stripping  out  more  expensive 
atures,  replacing  a  color  monitor  with  a 
ack-and-white  one  and  reducing  the 
amber  of  memory  chips.  The  price  of 
P's  workstation  was  cut  by  29%,  to 
1,990— $5  cheaper  than  Sun's  cheapest 
lodel.  Today,  the  company  has  captured 


THE  TO  P  MARKET 
VALUE  LOSERS 


COMPANY 

MARKET  DIFFERENCE 
VAIUE         FROM  LAST  YEAR 
(MILLIONS  OF  DOLLARS] 

PHILIP  MORRIS 

$49,1]  7 

-$10,809 

WAL-MART  STORES 

65,221 

-9,518 

WMX  TECHNOLOGIES 

1 1,886 

-5,576 

AT&T 

71,001 

-3,862 

KELLOGG 

11,509 

-3,679 

NYNEX 

15,381 

-3,492 

MERCK 

40,596 

-3,475 

SARA  LEE 

10,705 

-3,401 

EASTMAN  KODAK 

14.214 

-3,263 

GTE 

31,051 

3  124 

H.J.  HEINZ 

8,243 

-3,001 

BANKAMERICA 

15,435 

-2,954 

SCECORP 

8,060 

-2,853 

ATLANTIC  RICHFIELD 

16,1 15 

-2,816 

HOME  DEPOT 

18,651 

-2,516 

DATA  STANDARD  &  POOR'S  COMPUSTAT  ,  BUSINESSWEEK 


a  20%  share  of  the  compet- 
itive workstation  market. 
Last  year,  hp's  profits 
soared  53%,  to  $1.3  billion, 
on  revenues  of  $21.4  billion, 
up  25%.  Market  value  rose 
23%,  to  $22.9  billion. 

Like  HP,  Merrill  Lynch 
&  Co.  hacked  away  at  its 
bureaucracy.  The  firm  has 
trimmed  its  workforce  by 
11%,  to  41,920,  from  a  1987 
peak.  Meanwhile,  revenue 
per  employee  has  jumped 
more  than  70%  since  1990, 
to  $252,000.  Merrill  pulled 
it  off  by  reducing  the  num- 
ber of  support  staff  and  in- 
creasing the  number  of 
revenue-generating  bro- 
kers, investment  bankers, 
and  traders.  "Expense  ra- 
tios are  the  best  in  our  his- 
tory, and  employee  produc- 
tivity is  the  best  it's  ever 
been,"  says  CFO  Joseph  T. 
Willett.  After  back-to-back 
record  years,  Merrill  is 
the  most  profitable  public 
firm  on  Wall  Street.  Last 
year,  its  profits  rose  by 
46%,  to  $1.4  billion,  as  sales 
climbed  24%,  to  $16.6  bil- 
lion. And  Merrill's  market 
value  is  up  17%,  to  $8.3  billion. 

Trimming  head  counts,  however,  is  just  part  of  a  broader 
strategy  to  improve  productivity.  Most  of  the  Nimble  Gi- 
ants had  to  reexamine  everything  from  their  management 
styles  to  their  manufacturing  techniques.  In  an  increasingly 
competitive  climate,  they  knew  they  needed  faster  and  cheap- 
er methods  to  develop  products  and  rush  them  to  market. 
WORKING  BACKWARD.  Consider  Compaq.  When  CEO  Eckhard 
Pfeiffer  was  brought  in  to  set  things  right  in  November, 
1991,  bloated  overhead  and  upstart  competitors  such  as  Dell 
Computer  and  Gateway  2000  were  giving 
Compaq  a  drubbing.  Pfeiffer's  response: 
He  told  the  product-development  staff 
to  "design  to  price."  Rather  than  build  a 
computer  and  then  set  its  price  after 
calculating  costs,  Compaq  would  work 
backward.  Its  marketers,  engineers,  and 
manufacturing  experts  would  settle  on  a 
competitive  price  for  the  computer  they 
were  making.  Then,  the  team  would  fig- 
ure out  what  could  be  included  at  that 
price,  allowing  for  profit  margins,  mar- 
keting, distribution,  and  warranty  costs. 

That  approach  places  the  emphasis  on 
finding  an  economical  way  to  add  more 
features.  The  reward:  Compaq's  value- 
priced  computers  are  flying  off  store 
shelves.  It  sold  3.1  million  computers  in 
1993,  a  98%  rise  over  1992.  Revenues 
exploded  by  75%  last  year,  to  $7.2  billion, 
while  profits  surged  117%,  to  $462.4  mil- 
lion. Compaq's  market  value  is  up  a  stun- 
ning 131%,  to  $8.3  billion,  and  with  sales 
per  employee  approaching  $1  million, 
"We  are  better  than  the  competition  by 
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orders  of  magnitude," 
says  Robert  Stearns,  a 
Compaq  vice-president. 

Many  of  the  big 
comeback  companies 
share  another  trait: 
They  took  a  long-term 
view  of  their  business 
and  invested  even  when 
times  were  tough. 
That's  quite  an  accom- 
plishment when  money 
is  tight  and  perfor- 
mance is  judged  every 
quarter.  Still,  most 
gambled  that  they 
would  need  new  plants 
and  products  to  main- 
tain a  competitive  edge. 
Chrysler,  for  example, 
spent  more  than  $2  bil- 
lion a  year  developing 
new  models  throughout 
the  recession.  The  No.  3 
auto  maker  also  spent 
more  than  $1  billion 
from  1986  to  1993  on  its 
new  Technology  Center 
to  revolutionize  the  way 
it  designs,  engineers, 
and  markets  cars.  The 
investments  have  borne  fruit  as  Chrysler's  hot-selling  LH 
family  sedans  and  Dodge  Ram  pickup  trucks  have  propelled 
vehicle  sales  up  19%,  to  2.3  million  in  1993. 

Texas  Instruments  Inc.  also  spent  lavishly  at  the  height  of 
the  recession.  With  low-cost  Asian  chip  manufacturers  and  in- 
novative U.  S.  rivals  taking  market  share  from  Tl,  CEO  Jerry 
R.  Junkins  spent  $250  million  on 
four  new  plants  in  Italy,  Japan,  Tai- 
wan, and  Singapore,  with  $750  mil- 
lion more  coming  from  four  joint- 
venture  partners.  TI  also  pumped 
up  R&D  spending  to  refresh  an  aging 
product  line  and  now  gets  half  its 
sales  from  higher-margin  specialized 
chips  that  few  of  its  rivals  make. 

Last  year,  chip  demand  rose  29%. 
largely  because  of  strong  personal- 
computer  sales.  And  Tl  was  one  of 
the  few  big  chipmakers  with  the 
beefed-up  capacity  to  take  advan- 
tage of  the  boom:  In  1993,  revenues 
rose  15%,  to  $8.5  billion,  while  prof- 
its jumped  93%,  to  $476  million.  Tfs 
market  cap  is  up  58%,  to  $7.4  billion. 
"We  are  in  the  right  place  at  the 
right  time,"  says  William  "Pat"  We- 
ber, Tfs  co-chairman. 

The  Nimble  Giants  have  also 
proven  quite  adept  at  winning  new 
markets.  And  many  have  turned  to 
aggressive  international  expansion 
for  growth.  Premark  International 
Inc.,  the  maker  of  Tupperware  plas- 
tic food  containers,  is  proving  that  a 
company  doesn't  have  to  have  the 
heft  of  a  GE  to  make  great  gains 


in  - 

el 
ral 

trcP 


IB 


THE  UNDERVALUED   1  5 

Companies  with  the  lowest  ratio  of  market  value  to  book  value  compared  with 
other  companies  in  their  industries,  ranked  by  value  index 


COMPANY 

MARKET 
VALUE  1994 

MARKET  VALUE 
AS  %  OF  BOOK 

VALUE 
INDEX' 

SUNGARD  DATA  SYSTEMS 

$728 

238 

59.5 

H ANN AFORD  BROTHERS 

1,010 

262 

58.0 

MEDITRUST 

1,092 

187 

56.6 

TECUMSEH  PRODUCTS 

1,157 

168 

56.4 

BR0WN-F0RMAN 

2,349 

283 

56.0 

FISERV 

776 

268 

54.5 

COMPUTER  SCIENCES 

2,011 

271 

53.9 

BECTON  DICKINSON 

2,933 

203 

48.2 

ENQUIRER/STAR  CROUP 

741 

238 

46.3 

PAINEWEBBER  GROUP 

1,318 

1  18 

44.3 

FLEETWOOD  ENTERPRISES 

1,022 

196 

42.1 

TEXTRON 

5,128 

1 92 

41.3 

MASCOTECH 

1,202 

206 

40.5 

AMERICAN  GREETINGS 

2,067 

202 

40.3 

WILLIAMS 

2,538 

160 

39  4 

INDEX  IS  THE  PERCENTAGE  BY  WHICH  A  COMPANY'S  MARKET  TO-BOOK  RATIO  IS  BE10W  ITS  INDUSTRY'S 

AVERAGE  COMPANIES  MUST  ALSO  HAVE  HAD  THREE  STRAIGHT  YEARS  OF  IMPROVING  EARNINGS 
DATA  COMPILED  BY  STANDARD  &  POOR'S  COMPUSTAT  FROM  SUCH  SOURCES  AS  STATISTICAL  SERVICES, 
NEWSPAPERS.  REGISTRATION  STATEMENTS,  AND  COMPANY  REPORTS  THAT  SPC  BELIEVES  TO  BE  RELIABLE  BUT  THAT 
ARE  NOT  GUARANTEED  BY  EITHER  SPC  OR  BUSINESS  WEEK  AS  10  CORRECTNESS  OR  COMPLETENESS  THIS 
MATERIAL  IS  NOT  AN  OFFER  TO  BUY  OR  SELL  ANY  SECURITY 


abroad.  Two  years  age 
Tupperware's  U.  S.  op 
erations  were  caught  ii  f 
a  steep  decline.  Chang  ¥ 
ing  demographics  ha< 
reduced  the  number  o 
housewives  who  coul<  p 
attend  Tupperware  par  • 
ties,  the  traditional  sellp 
ing  method. 

When  E.V.  "Rick 
Goings  was  tapped  ti 
head  the  Tupperwar 
Div.  in  1992,  he  r 
vamped  U.  S.  oper; 
tions  and  pushed  han 
overseas  by  tailoring; 
Tupperware's  product  m 
for  foreign  consumers  a1 
In  Japan,  for  instance  dl 
the  company  begai 
selling  Tupperware  con « 
tainers  packed  wit]  I 
nori,  the  seaweed  usee  k 
to  wrap  sushi,  as  at  I 
extra  sales  incentive  | 
"We  have  a  major  op  el 
portunity  to  expand  ou  5 
product  line  across  thi  | 
globe,"  Goings  says  I 
Now,  Tupperwanii 
draws  44%  of  its  sales  from  Europe,  25%  from  Asia,  an<  I 
only  19%  from  the  U.  S. 

The  big  challenge  for  many  large  companies  isn't  pulling  of !»' 
an  eye-popping  turnaround  but  producing  the  kind  of  sus  |ui 
tained  growth  that  makes  turnarounds  unnecessary.  An  elit< 
corps  of  Nimble  Giants  such  as  GE  and  Intel  Corp.  distinguisl  it: 
themselves  on  this  mark.  Both  sav  I 
big  gains  in  market  value  in  th<  I 
1994  business  week  1000.  And  eacl  ke 
drew  its  strength  more  from  consis  | 
tency  and  commitment  to  improvec  lie 
productivity  than  gains  due  to  pain  ul 
hi]  restructurings. 

How  do  companies  keep  winning  lit 
year  after  year?  Staying  hungr;  u 
helps.  GE,  for  example,  is  never  sat  s 
isfied.  If  a  GE  manager  improve:  H 
sales  or  profits  one  year  by  10% 
he  or  she  is  expected  to  be  up  15°/  it 
the  next  year.  Matching  last  year':  m 
performance  is  never  good  enough 
Whatever  the  business,  gk  people 
are  all  trying  to  get  more  outpu  if 
with  less  input.  CEO  Welch  appear:  l; 
to  be  getting  the  results  he  wants  « 
Sales  rose  6%,  to  $00.6  billion,  ii 
1993,  while  profits  before  accounting 
charges  rose  3%,  to  $4.4  billion. 

Complacency  is  also  the  enenrj 
at  Intel.  Although  it  invented  the  i 
microprocessor  20  years  ago  an< 
holds  a  near-monopoly  on  the  com 
puter  industry's  key  chip,  it  contin 
lies  In  push  its  technological  capabil 
ities  faster  than  its  competitors.  I 


has  a  formal  philosophy  of  making 


ti 
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i  products  obsolete  before  rivals  do  it.  Says  Senior  Vice-Pres- 
mt  Paul  S.  Otellini:  "Intel's  history  is  to  destroy  its  old 
oducts  with  its  next  products."  That  thinking  sent  Intel's 
ofits  up  115%,  to  $2.3  billion,  on  a  sales  rise  of  50%,  to  $8.8 
[lion.  And  Intel's  market  value  went  up  18%,  to  $28.8  billion, 
ispite  concerns  that  growth  in  the  chip  industry  is  slowing. 
The  Nimble  Giants'  early  adaptation  to  the  new  economic 
idscape  carries  a  tremendous  competitive  advantage.  After 
:ars  of  pain  and  displacement,  much  of  Corporate  America 
n  expect  some  clear  sailing  ahead.  The  challenge  is  staying 


on  top  of  the  game  as  new  competitors  in  low-wage  nations 
begin  to  produce  the  same  goods  at  cheaper  prices.  It's  some- 
thing the  wisest  of  the  Nimble  Giants  are  taking  to  heart. 
"We've  made  a  lot  of  progress,  but  if  anyone  thinks  that 
we're  there,  they're  wrong,"  says  Becherer,  the  Deere  CEO. 
The  next  bout  with  tough  times  always  comes  around  quick- 
er than  anyone  expects. 

By  Elizabeth  Lesly,  with  Kathleen  Madigan,  in  New  York, 
Robert  D.  Hof  in  San  Francisco,  Peter  Burrows  in  Dallas, 
and  Kevin  Kelly  in  Chicago,  with  bureau  reports 


THESE  SMALL  FRY  ARE  PUMPED  UP 


Look  out,  AT&T,  here  comes  Nextel 
Communications  Inc.  The  tiny 
Rutherford  (N.J.)  company  had 
nly  $62  million  in  revenues  last  year, 
iut  it  continues  to  race  ahead  with 
mbitious  plans  to  build  a  nationwide 
ellular  phone  system.  And  its  execu- 
ives  say  they  aren't  afraid  of  taking 
-n  American  Telephone  &  Telegraph 
!o.,  which  aims  to  become  a 
ig  contender  in  the  wire- 
3ss  market  with  its  tenta- 
ive  deal  to  buy  McCaw,  the 
ellular  phone  giant. 

Mere  bravado?  Wall 
Itreet  apparently  doesn't 
hink  so.  And  investors  are 
a  good  company.  MCI  Com- 
nunications  recently  signed 
,  deal  to  buy  17%  of  Nextel. 
lotorola  is  also  close  to  ac- 
[uiring  a  big  stake.  In  the 
2  months  ended  Feb.  28, 
Jextel's  market  value  trip- 
sd,  to  nearly  $3.9  billion. 
Small  wonder  it  held  on  to 
he  No.  1  spot  on  this  year's 
ist  of  the  Little  Giants  of 

he  BUSINESS  WEEK  1000— 
lublic  companies  with  sales 
if  less  than  $150  million  but 
vith  market  values  big 
snough  to  land  them  on  the 
ist  of  America's  most  valu- 
ible  companies. 

Nextel  is  typical  of  most 
kittle  Giants.  Formerly 
mown  as  Fleet  Call  Inc.— 
he  name  that  it  went  by 
vhen  it  topped  last  year's 
ist— the  company  still  earns  most  of 
ts  money  by  selling  mobile  radio-dis- 
)atch  service  to  taxis  and  trucks.  But 
,hat  will  likely  change.  Nextel  plans 

0  have  a  nationwide  cellular  system  in 
)lace  within  two  years.  Analyst  Mi- 
:hael  Elling  of  Oppenheimer  &  Co.  es- 
,imates  that  Nextel's  sales  could  climb 

1  cool  255%  by  1995,  to  $220  million. 
A  Little  Giant  of  the  lower-tech  va- 
riety:  Boston  Chicken  Inc.  The  com- 
pany, actually  based  in  Naperville,  111., 
wants  to  add  an  additional  200  fran- 


chises this  year  to  its  existing  network 
of  250.  Analysts  are  high  on  Boston 
Chicken's  management  team,  many  of 
whom  have  emigrated  from  Blockbust- 
er Entertainment  Corp.  They  look  to 
CEO  Scott  A.  Beck  to  pull  off  the  same 
kind  of  explosive  growth  he  achieved 
at  the  video  chain  in  the  late  1980s.  By 
the  end  of  1995,  analyst  Steven  A. 


undervalued  companies.  The  advantage 
of  Wesco  is  that  its  share  price  doesn't 
even  come  close  to  Berkshire's  $15,750. 
Wesco  trades  at  around  $127. 

While  these  companies  sound  prom- 
ising, they  also  pack  big  risk.  Six  of 
this  year's  16  small  fry  posted  losses 
last  year.  Nextel,  for  example,  had  $36 
million  in  red  ink  in  1993  because  of 


THE  LITTLE  GIANTS 
Companies  with  high  market  values  and  sales  below  $150  million* 


MARKET  VALUE 


COMPANY 

(MILLIONS 
OF  DOLLARS) 

(MILLIONS 
OF  DOLLARS) 

NEXTEL  COMMUNICATIONS 

$3,854 

$62 

MFS  COMMUNICATIONS 

1,996 

141 

MGM  GRAND 

1,563 

58 

BI0GEN 

1,417 

136 

GENETICS  INSTITUTE 

1,188 

108 

PYXIS 

1,173 

100 

TRITON  ENERGY 

1,027 

88 

CHEYENNE  SOFTWARE 

1,006 

73 

ASSOCIATED  COMMUNICATIONS 

955 

98 

WESCO  FINANCIAL 

899 

121 

LONE  STAR  STEAKHOUSE  S  SALOON  864 

96 

VANGUARD  CELLULAR  SYSTEMS 

793 

124 

PRIMADONNA  RESORTS 

782 

144 

SYNOPSYS 

782 

121 

BOSTON  CHICKEN 

759 

43 

MAXIM  INTEGRATED  PRODUCTS 

745 

128 

'Excludes  real  estate  investment  trusts. 
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Rockwell  of  Alex.  Brown  &  Sons  Inc. 
expects  that  Boston  Chicken's  sales 
will  reach  $89  million,  a  107%  improve- 
ment above  last  year. 

Perhaps  the  most  intriguing  new- 
comer to  this  year's  list  of  Little  Giants 
is  Wesco  Financial  Corp.  The  company, 
80%  owned  by  Berkshire  Hathaway 
Inc.,  dabbles  in  a  wide  range  of  finan- 
cial services,  from  insurance  to  real 
estate  investment.  Another  sideline: 
portfolio  management.  Much  like  its 
parent,  Wesco  invests  in  a  clutch  of 


depreciation  and  amortization,  though 
investors  remain  upbeat  about  its  long- 
term  prospects.  And  keep  in  mind  that 
small-company  stocks  are  notorious  for 
wild  fluctuations.  Indeed,  five  of 
the  companies  that  appeared  on  last 
year's  list  have  fallen  off  the  BW  1000 
altogether. 

But  then  again,  if  the  market's  mes- 
sage is  correct,  some  of  these  Little 
Giants  may  yet  produce  very  prodig- 
ious returns. 

By  Lori  Bongiorno  in  New  York 
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The  people  with  these  doors  work  for 
Apple  Computer. 

When  asked  what  they  most  wanted 
in  their  new  R&D  complex,  they 
practically  shouted:  "Offices  with  doors." 
Even  though  corporate  culture  called  for 
open  plan. 


People  want  doors. 


So  Apple  traveled  the  country, 
researching  their  options. 

At  the  Steelcase  Corporate 
Development  Center,  they  found  out  how 
other  companies  around  the  world  are 
tackling  privacy  issues. 

Glenn  Barber,  Apple's  Vice  President 
of  Real  Estate,  Construction,  and 
Facilities,  puts  it  this  way.  "Steelcase 


shared  information  that  helped  us  decide 
on  private  offices.  We  liked  their  furni- 
ture— but  the  real  value  in  working  with 
them  was  their  willingness  to  listen  and 
collaborate  on  solutions  for  our  problems." 

At  Steelcase,  Apple  found  an 
open  door. 

They  also  found  a  way  to  help  their 
people  work  more  effectively. 

Note :  For  an  inside  look  at  how  Apple  collaborated  with 
Steelcase  to  give  Apple  employees  more  privacy  and  furniture 
flexibility,  please  call  1-800-333-9939  and  ask  for  the  Apple 
Computer  Case  Study.  Or  just  ask  your  local  Steelcase 
representative. 


Steelcase 


The  1 7.IKH)  people  in  over  170  countries  who  work  for  Steelcase  and  its  dealers 
strive  toward  one  goal:  To  deliver  furniture,  furnishings,  programs  and  services 
that  help  people  work  more  effectively,  no  matter  where,  when  or  how  they  work. 


Six  members  of  Apple's  furniture  selection  team  (left  to  right): 

Jeffrey  Ting,  Manager,  Pie  Engineering  Operations 

Chris  Hatfield,  Furniture  Coordinator,  R&D  Campus 

Phil  LaMar,  Manager,  R&D  Campus  Management 

Cameron  Birse,  Manager,  Developer  Technical  Support 

Steven  W.  Brown,  Software  Engineer,  Pie  Engineering 

Karen  Bates,  Executive  Administrator,  Applesoft  Products  Group 
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COMPOSITES 

MARKET  VALUE  (BILLIONS) 

$4,149 

CHANGE  FROM  A  YEAR  AGO 

8% 

RETURN  ON  COMMON  EQUITY 

12.8% 

YEAR  AGO 

10.4% 

RETURN  ON  INVESTED  CAPITAL 

9.3% 

YEAR  AGO 

9.1% 

SALES  (BILLIONS) 

$4,1 73 

CHANGE  FROM  1992 

+5% 

PROFITS  (BILLIONS) 

$206 

CHANGE  FROM  1992 

+23% 

ASSETS  (BILLIONS) 

$9,400 

CHANGE  FROM  1992 

+  10% 

1993  PROFIT  MARGINS 

4.9% 

1992  PROFIT  MARGINS 

4.2% 

t's  the  season  of  renewal.  After  almost  five  years  of  re- 
cession, anemic  revivals,  and  a  painful  period  of  intro- 
spection that  touched  almost  every  aspect  of  Corpo- 
rate America  from  the  shop  floor  to  the  boardroom, 
the  U.S.  economy  is  finally  bounding  solidly  back.  What 
started  out  as  a  hopeful  glimmer  at  the  beginning  of  1993  end- 
ed up  in  the  biggest  quarterly  GNF  growth  spurt  in  a  decade 
at  the  close  of  the  year— a  full  7.5%.  And  though  that  rate  may 
not  be  repeated  this 
year,  the  U.  S.  recovery 
is  no  longer  in  dispute. 

Evidence  of  the  re- 
awakening of  U.  S.  cor- 
porations is  everywhere. 
The  combined  profits  of 
the  BUSINESS  WEEK  1000 
rose  23%  last  year,  to 
$206  billion,  while  sales 
climbed  a  modest  5%,  to 
$4.2  trillion.  Scattered 
through  the  roster  of 
America's  most  valuable 
companies  that  begins 
on  page  80  are  many  im- 
pressive tales  of  revival. 
Companies  as  diverse  as 
Mobil,  Citicorp,  and  Bris- 
tol-Myers Squibb  saw 
their  profits  climb.  No- 
where was  the  renewal  more  visible  than  in  the  once-belea- 
guered auto  industry.  Thanks  to  cost-cutting  and  legions  of 
ready  consumers,  Motown  scored  huge  gains. 

The  turnaround  was  most  impressive  at  General  Motors 
Corp.,  which  shook  free  of  three  straight  years  of  losses. 
Last  year,  GM  posted  net  earnings  of  $2.5  billion,  compared  to 
a  loss  of  $2.6  billion  a  year  earlier,  as  its  sales  rose  by  5%,  to 
$138.2  billion.  And  early  signs  point  to  another  good  year  for 
auto  makers.  Indeed,  January  car  and  truck  sales  were  run- 
ning 15%  ahead  of  last 
year's  volume. 
ROARING  AHEAD.  More 
telling  is  the  way  the 
market  interpreted  the 
results.  After  all,  the 
BW  1000,  ranked  ac- 
cording to  market  val- 
ue, is  not  just  a  meas- 
ure of  how  a  company 
has  done.  It  offers  in- 
sights into  its  future 
prospects  as  well.  GM, 
for  example,  roared 
ahead  in  the  rankings 
to  No.  7  from  No.  14,  as 
its  market  value  soared 
a  hefty  59%,  to  almost 
$42  billion.  Ford  Motor 
Co.  meanwhile  climbed 
the  list  to  No.  14  as 
Chrysler  Corp.  made  it 
to  No.  35.  Last  year, 
they  were  ranked  23 
and  55,  respectively. 

Other  big  winners  in- 
cluded Motorola  Inc., 
which  advanced  to  the 
No.  17  spot  from  No.  45, 


AVERAGES 

SHARES  OUTSTANDING       107  MILLION 

YEAR  AGO                      96  MILLION 

TURNOVER 

95.6% 

YEAR  AGO 

85.2% 

YIELD 

2.13% 

YEAR  AGO 

2.13% 

PRICE 

$54 

YEAR  AGO 

$51 

PRICE-TO-BOOK 

317% 

YEAR  AGO 

100". 

1993  EARNINGS  PER  SHARE 

$2.19 

1992  EARNINGS  PER  SHARE 

$1.82 

1994  EARNINGS  ESTIMATE 

$2.87 

VARIATION 

1 1.4% 

HELD  BY  INSTITUTIONS 

56% 

YEAR  AGO 

53% 

PAYOUT 

40% 

YEAR  AGO 

22% 

PRICE-EARNINGS  RATIO 

22 

YEAR  AGO 

22 

DATA  STANDARD  &  POOR'S  COMPUSTAT,  l/B/E/S  INC 
VICKERS  STOCK  RESEARCH  CORP. 
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The  Great* 


More  Nonstops  To  Great  Britain  Than  Any  Other 

U.S.  Airline.  The  next  time  business  takes  you  to  Great  Britain,  fly  the  airline 


that's  leading  the  way.  American  Airlines.  Now  with  more  nonstops  to  Great  Bntain 
K*m  than  any  other  U.S.  airline.  On  every  flight,  you'll  enjoy  our  International  Flagship 
Service!  Featuring  a  host  of  amenities,  including  spacious  seating  and  award-winning  food  and  wine. 


International  Flagship  Service  is  a  registered  trademark  of  American  Airlines,  Inc. 


it  To  Britain, 


'lew  Nonstop  Service  To  London  From  Nashville,  Philadelphia  And  Raleigh/ 

Durham  Starting  May  26.  This  spring,  we're  expanding  our  European  service  to  include  19 
aily  nonstops  to  Great  Britain  from  nine  U.S.  gateways.  And  with  our  other  European  service,  you  can  fly 
merican  Airlines  to  nine  countries  across  the  Atlantic.  So  call  your  Travel  Agent  or  American  Airlines  at 

■800-624-6262.  And  discover  why  we're  the  greatest  to  Britain.  AmericanAiriines 

Somethiftg  special  to  Europe. 
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LOOKING  AT 
THE  RECORD 

Like  the  economy,  corporate  fortunes 
change.  The  composition  of  the  BUSI- 
NESS WEEK  1 000  shifts  constantly  in  re- 
sponse to  market  forces.  Here's  a  quick 
way  to  gauge  how  the  shifting  winds  of 
growth,  renewal,  and  decline  have  re- 
shaped the  list  over  the  past  1 2  months. 

WHO  CAME 
ON   THE  LIST... 

Industries  with  the  most 
newcomers  on  the  list  this  year 

INDUSTRY  no 


HEALTH-CARE  SERVICES 
TELECOMMUNICATIONS  SERVICES 
COMPUTER  SOFTWARE  S  SERVICES 
SEMICONDUCTORS 
SPECIAL  MACHINERY 


as  its  market  value  climbed  80%,  to  $28.4  billion.  Strong  sem- 
iconductor sales  certainly  helped  instill  confidence.  But  the 
market  was  also  enthusiastic  about  the  PowerPC  line  of  com- 
puter chips.  Introduced  last  year,  the  PowerPC  was  jointly  de- 
veloped by  Motorola,  Apple  Computer,  and  IBM  to  challenge 
Intel's  domination  of  the  chip  business. 

The  company  formerly  known  as  Primerica  also  sprinted 
ahead  to  No.  67  from  No.  129.  Its  market  value  climbed  98%,  to 
$12.1  billion,  after  it  acquired  Travelers,  the  insurance  giant, 
and  Shearson,  the  former  brokerage  unit  of  American  Express. 
Now  known  as  Trav- 
elers Inc.,  the  compa- 
ny boasts  a  wide 
range  of  financial  ser- 
vices. And  most  ana- 
lysts are  optimistic 
about  its  prospects. 

The  rising  economic- 
tide  didn't  lift  all 
boats.  Consider  Philip 
Morris  Cos.:  In  dollar 
terms,  the  tobacco  gi- 
ant posted  the  biggest 
decline  in  market  val- 
ue, falling  $10.8  billion, 
or  18%,  to  $49.1  billion. 
Blame  it  on  Marlboro 
Friday,  when  the  com- 
pany cut  the  retail 
price  of  its  premiere 
brand  in  the  face 
of  sagging  domestic 
sales.  Last  year,  the 
company's  profits  fell 
28%,  to  $3.6  billion, 
reflecting  lower  cigar- 
ette prices  and  higher 
marketing  costs  for 
Marlboro. 

More  astonishing 
were  the  setbacks  suf- 
fered by  former  high- 
fliers such  as  Ameri- 
can Telephone  & 
Telegraph  Co.  and 
Home  Depot  Inc. 
Blame  their  fading  lus- 
ter on  the  rise  of 
more  agile  challengers. 
With  AT&T  feeling  the 
competitive  heat  of 
long-distance  rivals,  its 
market  value  slipped 
5%,  to  $71  billion.  By 
contrast,  MCI  Commu- 
nications Corp.'s  mar- 
ket value  gained  41%, 
to  $14.8  billion,  thanks 
to  the  success  of  its 
long-distance  discount 
calling  program.  Like- 
wise, Sprint  Corp.'s 
market  value  ad- 
vanced to  $12.7  billion, 
up  33%.  Home  Depot, 
too,  was  outshone  by 
smaller  competitors, 


BUILDING  MATERIALS 
MISCELLANEOUS  SERVICES 
INSURANCE 
BROADCASTING 
ENTERTAINMENT 


PAPER 

AUTO  PARTS 
REAL  ESTATE 


&  EQUIPMENT 


...AND  WHO 
FELL  OFF 

Industries  with  the  most  companies 
disappearing  from  the  list  this  year 

INDUSTRY  N( 


ELECTRIC  UTILITIES 
PERSONAL  CARE 
PUBLISHING 
COAL,  OIL  &  GAS 
DRUGS  &  RESEARCH 


-4 
4 

-3 
-3 


FINANCIAL  SERVICES 
CONGLOMERATES 

DISCOUNT  &  FASHION  RETAILING 
COMPUTERS  &  PERIPHERALS 
GAS  &  PIPELINE  UTILITIES 


-3 
-3 
2 
-2 
-2 


BANKS-WEST  &  SOUTHWEST 

FOOD  RETAILING 

STEEL 

TEXTILES 

CHEMICALS 


-2 
-2 
-2 
-2 


WINNERS... 

The  market  value  of  these  industry 
groups  grew  the  most  from  last  year 


INDUSTRY 


MARKET  VALUE  DIFFERENCE 
(MILLIONS  OF  DOLLARS) 


HEALTH-CARE  SERVICES 
CARS  &  TRUCKS 
CONGLOMERATES 
FINANCIAL  SERVICES 
COMPUTER  SOFTWARES  SERVICES 


$32,581 
29,203 
27,386 
24,826 
23,809 


TELECOMMUNICATIONS  SERVICES 

ELECTRONICS 

CHEMICALS 

SPECIAL  MACHINERY 

SEMICONDUCTORS 


22,285 
20,575 
18,482 
17,655 
16,600 


such  as  Lowes  Corp.  While  Home  Depot's  market  valu 
dropped  12%,  to  nearly  $18.7  billion,  Lowes  rang  up  a  135%  ir 
crease  in  market  value,  to  $4.9  billion. 

The  biggest  surprise:  Wal-Mart  Stores  Inc.  The  retail  gian 
from  Benton ville.  Ark.,  has  traditionally  been  a  steady  market 
value  gainer  since  the  BW  1000  list  first  appeared  in  1986.  Bu 
this  time  around,  its  market  value  shrunk  by  13%,  to  $65.2  bi 
lion,  even  though  its  profits  advanced  17%.  The  culprit?  Am 
lysts  blame  a  slowdown  in  sales  growth  at  Wal-Mart  store 
open  a  year  or  more,  as  well  as  tougher  competition  for  it 

warehouse  chair 
Sam's  Wholesale  Chit 
Among  industries 
health-care  service 
scored  the  biggest  ac 
vance.  Even  thoug' 
the  debate  ove 
health-care  reform  ha 
grown  fierce,  inves 
tors  are  betting  tha 
hospitals  and  man 
aged-care  facilities,  in 
eluding  health  mainte 
nance  organizations 
are  bound  to  benefit 
Caremark  Internation 
al  Inc.,  which  specials 
es  in  a  range  of  horn 
health-care  services 
such  as  home  infusion 
staged  one  of  th 
biggest  advances  ii 
the  health-care  sector 
The  Chicago-base< 
company's  market  val 
ue  rose  by  55%,  t< 
$1.6  billion. 

Many  of  the  compa 
nies  in  the  health-car* 
category  are  appear 
ing  for  the  first  time 
reflecting  the  indus 
try's  new  dynamics 
For  example,  Colum 
bia/HCA  Healthcare 
which  operates  19( 
hospitals  nationwide! 
is  ranked  No.  51,  witlf 
a   market   value  oj 
$14.5  billion.  The  corn] 
pany,  based  in  Louisj 
ville,  Ky.,  was  creatl 
ed  in  February  witli 
the   merger   of  thm 
two  largest  U.  S.  hosl 
pital  chains,  Columbi; 
Healthcare  Corp.  am 
Hospital  Corporatior 
of  America. 

The  banking  indus 
try  posted  healthy  re 
turns,  too,  helped  bj 
lower  interest  rates 
An  uptick  in  consume) 
borrowing,  especially 
by  way  of  home  mort 
gages     and  credii 


AEROSPACE  &  DEFENSE 
TELEPHONE  COMPANIES 
ENTERTAINMENT 
COMPUTERS  &  PERIPHERALS 
RAILROADS 


11,358 
10,762 
10,620 
10,080 
9,658 


EATING  PLACES 
BROADCASTING 
INSURANCE 

MISCELLANEOUS  SERVICES 
COAL,  OIL  &  GAS 


9,125 
9,037 
8,874 
6,882 
6,777 


NONFERROUS  METALS 
AUTO  PARTS  S  EQUIPMENT 
BUILDING  MATERIALS 
BANKS-MIDWEST 
HOTEL  &  MOTEL 


6,298 
5,602 
5,521 
5,441 
5,262 


...AND  LOSERS 

The  market  value  of  these  industry 
groups  dropped  the  most 


INDUSTRY 


MARKET  VALUE  DIFFERENCE 
(MILLIONS  OF  DOLLARSI 


ELECTRIC  UTILITIES 
FOOD  PROCESSING 
TOBACCO 

DISCOUNT  &  FASHION  RETAILING 
POLLUTION  CONTROL 


$28,588 
-17,119 
-12,144 

-8,084 
-6,975 


DRUGS  &  RESEARCH 
APPAREL 

MEDICAL  PRODUCTS 
TEXTILES 

DRUG  DISTRIBUTION 


-4,491 
-2,869 
-2,635 
-2,446 
-1,578 


BANKS-WEST  &  SOUTHWEST 


-1,106 
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AMERICA'S  UMBRELLA 


At  The  Travelers  we  realize  the 
contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss  costs 
by  focusing  on  the  human  side. 

Through  our  innovative 
program  of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
Tor  one  customer  this  helped  cut 
accidents  by  50%  -and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  on 
getting  your  people  back  to  work 
quickly-accelerating  claim  response 
time  while  managing  the  quality 
and  cost  of  medical  care. 

Our  commitment  to  reducing 
loss  cost  is  just  one  of  the  reasons 
we  maintain  a  consistent  95% 
retention  rate  among  our  large 
commercial  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  money. 


All  backed  by  130  years  of 
experience  and  the  understanding 
that  for  each  employee  under 
America's  umbrella,  any  accident 
is  one  too  many. 


1994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


Thelravelersj 

Insurance  Companies 
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cards,  also  propelled  hank  earnings.  The  market  value  of  Citi- 
corp, the  nation's  largest  hanking  company,  which  had  heen 
hobbled  by  had  real  estate  loans,  rose  65%,  to  $16  billion. 
San  Francisco-based  Wells  Fargo  &  Co.  climbed  to  No.  116  in 
the  ranking  from  No.  158  as  its  market  value  increased  39%,  to 
$7.7  billion. 

NO  SNAP.  Some  of  the  biggest  leaps  in  market  rank  occurred 
well  down  the  list.  Among  the  biggest  gainers  in  this  year's 
rankings  was  Navistar  International  Corp.  The  truck  manufac- 
turer went  from  No.  887  to  No.  506,  as  its  market  value  in- 
creased 145%,  to  $1.8  billion.  Successful  cost-cutting  and  im- 
proved sales  powered  the  surge. 

Then  there's  the  other  side  of  the  market-value  ledger. 
The  biggest  loser  this  year  was  U.  S.  Surgical  Corp.,  which 
sank  to  No.  809  from  No.  279  as  its  market  capitalization 
plummeted  71%,  to  $982  million.  How  come?  Sales  of  the 
company,  which  supplies  high-tech  surgical  gear,  were  pound- 
ed as  increasingly  cost-conscious  hospitals  tightened  up  their 
inventory  controls. 


As  a  group,  electric  utilities  were  the  biggest  losers.  Fea 
of  higher  interest  rates  soured  investors  on  many  of  theS' 
companies,  which  traditionally  borrow  heavily  in  the  bom 
market.  Scecorp's  market  value  fell  26%,  to  $8.1  billion.  Pacii 
ic  Gas  &  Electric  Co.  was  down  10%,  to  $13.5  billion.  Eigh 
other  utilities,  including  Wisconsin  Public  Service,  Centre 
Maine  Power,  and  Ogden  Projects,  dropped  off  this  year's  lisl 

There  was  also  no  snap,  little  crackle,  and  less  pop  in  th 
market  values  of  the  leading  cereal  makers.  As  cereal  price 
increased,  these  marketers  felt  a  consumer  backlash,  am 
sales  grew  only  modestly.  Kellogg  Co.'s  market  value  droppe 
24%,  to  $11.5  billion.  General  Mills  Inc.  lost  22%,  to  $8.9  billior 
Other  food  giants  suffered,  too.  H.  J.  Heinz  Co.  plunged  21°A 
to  $8.2  billion.  Heinz  was  adversely  affected  by  the  strength 
ening  U.  S.  dollar,  which  reduced  its  foreign  earnings. 

As  the  economy  chugs  through  the  year  ahead,  there  wi 
undoubtedly  be  other  disappointments  as  well  as  plenty  of  tr 
umphs.  For  the  moment,  however,  the  market  has  spoken. 

By  Veronica  Byrd  in  New  Yor 


Share  price  on 
Feb.  28,  1994,  multiplied  by  latest 
available  common  shares  out- 
standing 

Net  income 
from  continuing  operations  before 
extraordinary  items 

Profits  as  a 

percent  of  sales 

URN  ON 

Profits  plus  mi- 
nority interest  and  interest  expense 
(adjusted  by  tax  rate)  as  a  percent 
of  debt  and  equity  funds 

Net  income  avail- 
able for  common  shareholders  di- 
vided by  common  equity 

Total  assets  as 
reported  at  end  of  company's 
latest  available  1993  quarter 


GLOSSARY 


RECENT  SHARE 
Price  for  a  single 
share  of  a  company's  most 
widely  traded  issue  of  common 
stock  as  of  the  close  of  trading 
Feb.  28,  1994 

Trading  range  for 
company's  common  stock,  Feb- 
ruary, 1993  to  February,  1994 

PER   SHARE:  Sum  of 

common  stock,  capital  surplus,  and 
retained  earnings  divided  by  most 
recently  available  common  shares 
outstanding 

Price-earn- 
ings ratio  based  on  1 993  earnings 
and  Feb.  28  stock  price 

Annual  dividend 
rate  as  a  percent  of  Feb.  28  stock 
price 

Latest  annual- 
ized dividend  rate  as  a  percent 
of  the  company's  most  recent 


annual  earnings  per  share 

TOTAL  RETURN: 
Annual  dividend  per  share  plus  lat- 
est available  month-end  price,  as  a 
percent  of  year-ago  month-end 
price  per  share 

INSTITUTIONAL 
HDLDIN  Percent 
of  outstanding  shares  of  stock  held 
by  banks,  colleges,  pension  funds, 
insurance  companies,  and  invest- 
ment companies  as  calculated  by 
Vickers  Stock  Research  Corp. 

OUTSTANDING: 
Millions  of  common  shares  out- 
standing as  of  the  company's  latest 
available  financial  report 

TURNDV  Percent 
of  outstanding  common  shares 
changing  hands  in  the  latest  year 

3  E :  Primary  earnings 
per  share,  excluding  extraordinary 


profit  or  loss,  divided  by  number 
of  common  and  common  equiva- 
lent shares 

EARNINGS 
PER  SHARE 
ESTIMATES: 
Analysts'  consensus  estimates  for 
1994  compiled  as  of  Feb.  24  by 
l/B/E/S  Inc.,  New  York 
(l/B/E/S  is  a  registered  trademark 
of  l/B/E/S  inc.) 

R  I  ATI  O  N  :  Percent- 
age by  which  two-thirds  of  the 
1 994  earnings  estimates  are 
above  or  below  the  average  esti- 
mate as  calculated  by  l/B/E/S 

Number  of  the  month  in 
which  company's  fiscal  year  ends 

Unless  otherwise  indi- 
cated, all  data  in  the  following  Top 
1 000  tables  have  been  provided 
by  Standard  &  Poor's  Compustat, 
a  division  of  McGraw-Hill  Inc. 


FOOTNOTES 


(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  are 
fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from 
l/B/E/S.  (x)  Sales  include  excise  taxes,  (y)  Sales  include  other 
income,  (z)  Sales  include  excise  taxes  and  other  income. 
NA=not  available.  NM=not  meaningful.  NR=not  ranked  in  Top 
1000  in  1993.  NEG=negative  book  value  per  share.  DEF=earn- 
ings  deficit  in  dividend  payout,  f  Because  BUSINESS  WEEK  is 
owned  by  McGraw-Hill,  the  Top  1000  does  not  include  a  fore- 


cast of  the  company's  earnings,  tt  Data  do  not  include  full  12 
months'  results.  Note:  Data  compiled  by  Standard  &  Poor's 
Compustat  from  sources  such  as  statistical  services,  registration 
statements,  and  company  reports  that  SPC  believes  to  be  reli- 
able but  that  are  not  guaranteed  by  SPC  or  BUSINESS  WEEK  as 
to  correctness  or  completeness.  This  material  is  not  an  offer  to 
buy  or  sell  any  security.  Additional  data:  l/B/E/S,  Vickers  Stock 
Research  Corp. 
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85 

272 

70.9 

12 

6.01 

7.44 

7.80 

08 

Nonbank  financial 

05 

1 17/102 

347 

18 

3.34 

60 

3 

70 

215 

38.2 

12 

5.65 

5.82 

627 

19 

Manufacturing 

40 

46/36 

280 

14 

4.79 

69 

12 

34 

547 

32.8 

12 

2.51 

2.78 

2.84 

1.4 

Telecommunications 

61 

62/46 

379 

21 

0.71 

15 

21 

65 

354 

480 

12 

2  60 

2.91 

3.36 

0.9 

Leisure 

57 

64/37 

321 

8 

1.40 

12 

45 

70 

354 

147.3 

12 

1.47 

6.77 

7.79 

6.4 

Automotive 

42 

49/35 

696 

41 

0.29 

12 

-13 

56 

448 

83  1 

01 

0.82 

1.01 

1.76 

4.5 

Retailing 

60 

69/58 

500 

13 

4.89 

62 

4 

62 

310 

37.5 

12 

3.66 

4.73 

5.02 

1.6 

Health  care 

450 

17800/1 1800 

195 

44 

000 

0 

24 

12 

1 

2.9 

12 

355.00 

350.00d 

390  00 

NM 

Nonbank  financial 

58 

76/56 

474 

28 

3.24 

92 

2 

66 

312 

86.2 

12 

3.25 

2.05 

4.19 

1.7 

Health  care 

41 

5 1  /39 

309 

36 

5.22 

1  89 

-1 

42 

441 

42.9 

12 

2.86 

1.13 

2.99 

4.7 

Telecommunications 

64 

67/49 

215 

27 

4.09 

112 

22 

56 

274 

54.2 

12 

0.99 

2.33 

2.73 

9.5 

Chemicals 

65 

70/61 

186 

15 

4.93 

72 

9 

62 

259 

62.6 

12 

3.53 

4.47 

4.13 

12.1 

Fuel 

55 

62/44 

296 

33 

4.51 

150 

12 

67 

293 

50.5 

12 

2  81 

1.67 

4.59 

2.8 

Health  care 

01 

128/101 

241 

61 

5.46 

331 

-1 1 

66 

160 

54  2 

12 

7.39 

1  66 

5  79 

18  1 

Fuel 

42 

44/26 

159 

1 1 

0.00 

0 

57 

65 

386 

130.1 

12 

1.35 

3.82 

4.73 

6.8 

Banks 

46 

60/42 

189 

7 

3  51 

26 

18 

71 

351 

76.2 

12 

-7.02 

6  22 

4.65 

5.4 

Retailing 

47 

49/33 

180 

13 

2.14 

27 

39 

47 

340 

69  5 

12 

4.57 

3.66 

2.25 

8.4 

Aerospace 

43 

56/40 

109 

9 

3.71 

33 

-16 

66 

358 

83.3 

12 

4.24 

4.79 

5.32 

3.4 

Banks 

37 

49/37 

155 

NM 

6  34 

DEF 

-13 

38 

413 

36.7 

12 

3.20 

-0.66 

3.31 

3.6 

Telecommunications 

27 

30/20 

320 

24 

0.1 8 

4 

37 

79 

540 

151.7 

12 

1.11 

112 

1.45 

2.8 

Telecommunications 
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T  HE 

Business 

WEEK 

1 

□  □  a 

•j 

COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

CHANGE 
FROM 
1993 

YEAR 
AGO 

RANI 

12 

MONTHS 
J  993 
SMIL. 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

It 

12 

MONTHS 
1993 

% 

12 

MONTHS 
1992 

X 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12  I 
MONTHS  ] 
1993  1 
SMIL 

51 

COLUMBIA/HCA  HEALTHCARE 

14S34 

NA 

NR 

10252y 

3 

575.0 

141 

5.6 

2.4 

195 

36.8 

10216  I 

52 

EMERSON  ELECTRIC 

14449 

10 

59 

8200 

4 

722.9 

7 

8  8 

8  6 

18  4 

18.5 

7778 

53 

TIME  WARNER 

14346 

1  1 

56 

6581 

4 

-164.0 

NM 

NM 

1.4 

NA 

-24.0 

16533 

54 

AMERICAN  EXPRESS 

14269 

21 

62 

14173 

-1 

1605.0 

178 

1 1.3 

4.0 

NA 

19  3 

172417  I 

55 

EASTMAN  KODAK 

14214 

-19 

42 

16364 

-1 

475.0 

-35 

2.9 

4.4 

NA 

10.8 

20325  1 

56 

SCHLUMBERGER 

13848 

-4 

53 

6705 

6 

582  8 

-12 

8  7 

10.5 

13.3 

13.3 

7917  1 

57 

GILLETTE 

13640 

4 

57 

541 1 

5 

591.0 

15 

10  9 

9.9 

26.2 

38.2 

5102  I 

58 

PACIFIC  GAS  &  ELECTRIC 

13511 

-10 

49 

10582 

3 

1065.5 

-9 

10.1 

1  1.4 

8.0 

116 

27163  I 

59 

ANHEUSER-BUSCH 

13283 

-13 

50 

11505 

1 

594.5 

-40 

5.2 

8.7 

9.9 

13.8 

10880 

60 

NATIONSBANK 

1  3  240 

-2 

54 

10392 

5 

1301.0 

14 

12.5 

11.5 

NA 

14.8 

157686 

61 

SOUTHERN 

13157 

1 

58 

8489 

5 

1095.2 

4 

12  9 

13.1 

9.5 

13  0 

25844 

62 

J. P.  MORGAN 

13154 

5 

60 

11941 

17 

1723.0 

52 

14.4 

11.0 

NA 

18.2 

133888 

63 

BANC  ONE 

12943 

6 

64 

7227 

-2 

1 120.6 

28 

15.5 

11.9 

NA 

16.9 

79919 

64 

J.C.  PENNEY 

12913 

36 

79 

19548y 

5 

944  0 

22 

4  8 

4  2 

15  7 

19  0 

15056 

65 

SPRINT 

12672 

33 

124 

11368 

9 

480.6 

-3 

4.2 

4.8 

NA 

12.9 

13735 

66 

UNION  PACIFIC 

12258 

2 

63 

7561 

4 

705.0 

-3 

9.3 

10.0 

105 

14.9 

15001 

67 

TRAVELERS 

12066 

98 

129 

6797y 

33 

950.0 

26 

14.0 

14.8 

NA 

18.4 

100000 

68 

WMX  TECHNOLOGIES 

11886 

-32 

40 

9136 

5 

452.8 

-51 

5  0 

10.6 

6.5 

11.1 

16146 

69 

ALLSTATE 

11700 

NA 

NR 

20946 

4 

1301.5 

NM 

6.2 

NM 

NM 

15.1 

59358 

70 

SCHERING-PLOUGH 

11568 

2 

67 

4341 

7 

8250 

15 

19.0 

17.8 

51.9 

56.1 

4245 

71 

KELLOGG 

11509 

-24 

46 

6295 

2 

680.7 

0 

10.8 

1  1.0 

34.2 

39.2 

4240 

72 

ITT 

11389 

26 

84 

22762 

-1 

910.0 

NM 

4.0 

NM 

NM 

1 1.7 

70589 

73 

PACTEL 

11374 

NA 

NR 

1058 

20 

40.0 

NM 

2.2 

NA 

2  8 

NA 

4077 

74 

CATERPILLAR 

11039 

89 

142 

1  1615 

14 

681.0 

NM 

5  9 

NM 

18.0 

31.0 

14807 

75 

CAPITAL  CITIES/ABC 

10959 

35 

95 

5674 

6 

467.4 

20 

8.2 

7.3 

10.7 

11.4 

6246 

76 

MAY  DEPARTMENT  STORES 

10865 

22 

85 

1 1529y 

3 

7110 

18 

6.2 

5  4 

13  5 

19  0 

9121 

77 

ALLIEDSIGNAL 

10839 

16 

82 

11827 

-2 

656.0 

23 

5.5 

4.4 

19.6 

26.2 

10829 

78 

SARA  LEE 

10705 

-24 

52 

14963 

7 

733.0 

9 

4.9 

4  8 

15.1 

208 

11244 

79 

TOYS  'R'  US 

10601 

-7 

68 

7454a 

12 

448.1 

25 

6.0 

54 

14.0 

16.0 

6495 

80 

CAMPBELL  SOUP 

10571 

-1 

70 

6759 

5 

5950 

157 

8.8 

3.6 

28.1 

30.9 

5025 

81 

MCCAW  CELLULAR  COMMUNICATIONS 

10480 

62 

118 

2195 

26 

-227.3 

NM 

NM 

NM 

NM 

NM 

9065 

82 

DUN  &  BRADSTREET 

10366 

2 

74 

4710 

-1 

428.7 

-23 

9.1 

1  1.7 

24.1 

24.1 

5189 

83 

TELE-COMMUNICATIONS 

10180 

1 

72 

4047a 

17 

-22.0 

NM 

NM 

1.3 

NM 

-1.7 

16199 

84 

XEROX 

10100 

28 

99 

14601y 

-1 

-189.0 

NM 

NM 

NM 

NM 

-6.0 

38750 

85 

FEDERAL  HOME  LOAN  MORTGAGE 

10065 

22 

91 

5456 

22 

786.0 

26 

14.4 

13.9 

4.6 

NA 

83880 

86 

COLGATE-PALMOLIVE 

9827 

-2 

73 

7141 

2 

548.1 

15 

7.7 

6  8 

18  0 

270 

5657 

87 

WEYERHAEUSER 

9742 

15 

88 

9545 

3 

527.3 

42 

5.5 

4.0 

NA 

13.4 

12638 

88 

ORACLE  SYSTEMS 

9571 

106 

179 

1693 

29 

197.8 

122 

1 1  7 

68 

29  2 

33.3 

1229 

89 

NORFOLK  SOUTHERN 

9556 

6 

86 

4460y 

-3 

548.7 

-2 

12.3 

12.1 

9.9 

11.9 

10520 

90 

TENNECO 

9446 

39 

144 

13255 

1 

451.0 

NM 

3.4 

NM 

NM 

17.7 

15805 

91 

CHEMICAL  BANKING 

9421 

-6 

75 

12427 

2 

1569.0 

44 

12  6 

8  9 

NA 

14.9 

149888 

92 

CISCO  SYSTEMS 

9413 

75 

155 

928 

96 

241.0 

97 

260 

25  9 

37.1 

37  1 

802 

93 

ROCKWELL  INTERNATIONAL 

9209 

43 

133 

10952 

1 

583.6 

20 

5  3 

4.5 

15.9 

19.7 

9761 

94 

CSX 

9165 

26 

102 

8940 

2 

359.0 

NM 

4.0 

02 

8  6 

113 

13449 

95 

PARAMOUNT  COMMUNICATIONS 

9088 

60 

147 

4642 

9 

206.3 

-24 

4.4 

6  4 

5  2 

5.0 

7446 

96 

INTERNATIONAL  PAPER 

8969 

14 

100 

13685 

1 

289.0 

104 

2  1 

1.0 

5  0 

4  7 

16649 

97 

KIMBERLY  CLARK 

8890 

-1 

90 

6973 

-2 

510.9 

48 

7.3 

4.9 

17  5 

21.4 

6381 

98 

MONSANTO 

8889 

44 

128 

7902 

2 

494  0 

NM 

6  3 

NM 

13  6 

17.3 

8640  i 

99 

GENERAL  MILLS 

8850 

-22 

66 

8290 

4 

514.7 

-3 

6.2 

6.7 

21.2 

40.5 

4996  ! 

100 

GENERAL  RE 

8777 

12 

77 

3560 

5 

696  8 

17 

196 

17.6 

13  4 

14.4 

1 8469  1 
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LUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ENT 
H 
CE 

I2MONTH 
HIGH/ 
IOW 
S 

PRICE 
AS  %  OF 
BOOK 
VAIUE 

M 

RATIO 

YIELD 

PAYOUI 

X 

TOTAl 
RETURN 

% 

INSTI- 
TUTIONS 
HOIOING 

SHRS. 
Mil 

TURN- 
% 

FY 

1992 
ACTUAl 
S 

1993 
ACTUAl 

S 

ANAIYSTS'  ESTIMATES 
1994  VARI- 
ES! ATION 

$  % 

3 

44/19 

930 

25 

0.07 

2 

113 

10 

338 

44.5 

12 

1.18 

1.70 

2  34 

3  4 

Health  core 

4 

66/55 

369 

20 

2.42 

50 

13 

66 

224 

37.3 

09 

2  96 

3.15 

3.46 

1.2 

Electrical 

8 

47/3) 

1221 

NM 

0.84 

DEF 

1 1 

68 

376 

75.1 

12 

-1.46 

-0.75 

-0.16 

118.8 

Publishing/TV 

9 

37/24 

174 

9 

3.42 

32 

23 

76 

488 

760 

12 

0.83 

3.17 

3  01 

13  6 

Nonbank  financial 

3 

65/41 

323 

30 

3.72 

111 

6 

67 

331 

110.7 

12 

3.06 

1.44 

2.73 

2.2 

Leisure 

7 

69/55 

317 

24 

2.11 

50 

-3 

59 

243 

60.1 

12 

2.75 

2.40 

2  76 

8  3 

Fuel 

2 

64/47 

888 

23 

1.36 

32 

5 

74 

221 

59.1 

12 

2.32 

2.66 

3.09 

1.0 

Consumer  products 

2 

37/30 

157 

14 

5.94 

81 

-5 

41 

427 

33.6 

12 

2.58 

2  33 

2  76 

3  3 

Utilities 

0 

56/43 

308 

23 

2.89 

66 

-7 

61 

267 

51.2 

12 

3.48 

2.17 

3  93 

2.0 

Consumer  products 

9 

58/45 

152 

10 

3.76 

37 

-5 

58 

271 

64.6 

12 

4.60 

5.00 

5.72 

3.3 

Banks 

1 

24/19 

171 

13 

5.74 

75 

5 

30 

640 

28.2 

12 

151 

1.57 

1.63 

1.2 

Utilities 

8 

79/64 

140 

8 

3.99 

32 

8 

67 

193 

64.9 

12 

6.92 

8.48 

7  55 

7.6 

Banks 

4 

45/32 

199 

12 

3.32 

39 

-8 

52 

381 

58.6 

12 

2.39 

2.93 

3.34 

1.5 

Banks 

5 

56/40 

272 

15 

2.63 

38 

39 

78 

236 

63  4 

01 

3.16 

3.77 

3.99 

3.0 

Retailing 

7 

40/28 

341 

27 

2.70 

72 

35 

66 

343 

55.0 

12 

1.93 

1.39 

2.23 

3.6 

Telecommunications 

0 

67/58 

259 

17 

2.68 

47 

4 

67 

205 

39.3 

12 

3.57 

3  43 

4.36 

4  1 

Transportation 

7 

50/27 

240 

10 

1.35 

13 

37 

85 

325 

66.2 

12 

3.34 

3.88 

4.14 

5.8 

Nonbank  financial 

5 

39/23 

292 

26 

2.44 

65 

-29 

54 

483 

77.2 

12 

1.86 

0.93 

1.71 

5.3 

Services 

6 

34/25 

136 

9 

0.69 

6 

NA 

95 

450 

NA 

12 

-1.15 

2.95 

2.67 

9.7 

Nonbank  financial 

C 

71/56 

787 

14 

3.01 

43 

8 

68 

194 

77  3 

12 

3  60 

4.23 

4.77 

2.1 

Health  care 

1 

68/47 

663 

17 

2.69 

46 

-19 

76 

228 

35.2 

12 

2.86 

2.94 

3.17 

1.9 

Food 

7 

104/76 

152 

13 

2  04 

27 

31 

75 

118 

52.9 

12 

-2.47 

NA 

7.82 

5  8 

Conglomerates 

4 

27/23 

653 

NM 

0.00 

0 

NA 

4 

484 

NA 

12 

-0.02 

0.09 

0.3 1 

74.2 

Telecommunications 

8 

1 1 2/57 

502 

16 

0.55 

9 

88 

73 

102 

104.3 

12 

-2.16 

6.72 

5.64 

9.8 

Manufacturing 

5 

698/488 

268 

23 

0.03 

1 

35 

81 

16 

44.8 

12 

23.45 

28.53 

33.97 

4.7 

Publishing/TV 

4 

47/33 

299 

16 

2.10 

33 

24 

75 

248 

54.8 

01 

2.36 

2.77 

3.40 

4.7 

Retailing 

6 

81/62 

432 

17 

1.52 

25 

18 

72 

142 

54.8 

12 

3.80 

4.63 

5.30 

1.9 

Conglomerates 

J 

31/21 

315 

16 

2.86 

46 

-21 

47 

478 

45  1 

06 

1.54 

1  40 

1.47 

1.4 

Food 

7 

43/32 

378 

22 

0.00 

0 

-6 

66 

290 

63.3 

01 

1.47 

1.67d 

2.00 

2.5 

Retailing 

2 

45/35 

549 

41 

2.66 

110 

2 

27 

251 

21.7 

07 

1.95 

1  02 

2.50 

1.2 

Food 

D 

58/35 

NM 

NM 

0.00 

0 

45 

39 

209 

121.5 

12 

-2.03 

-1.12 

044 

65  9 

Telecommunications 

1 

69/56 

583 

25 

4.01 

101 

1  1 

78 

170 

41.3 

12 

3.10 

2.42 

3.71 

1.9 

Publishing/TV 

4 

33/18 

630 

NM 

0.00 

0 

1 

72 

431 

174.3 

12 

-0.08 

0.13d 

0.40 

50.0 

Publishing/TV 

7 

103/70 

219 

NM 

3.09 

DEF 

22 

85 

104 

84  7 

12 

-3.32 

-2.46 

626 

4.6 

Office  equipment 

6 

59/46 

284 

14 

1.58 

22 

23 

84 

181 

56.3 

12 

3.29 

4.07 

4.71 

4.7 

Nonbank  financial 

5 

67/47 

504 

19 

2.21 

43 

7 

63 

151 

867 

12 

2  92 

3.38 

3  82 

2.9 

Consumer  products 

8 

51/37 

248 

18 

2.53 

47 

17 

58 

205 

814 

12 

1.83 

2.58 

3.02 

5.6 

Paper 

3 

38/16 

1614 

36 

0.00 

0 

102 

63 

290 

263.5 

05 

0.49 

0.92d 

1.18 

4  2 

Office  equipment 

9 

75/59 

207 

18 

2.78 

49 

10 

61 

139 

32.3 

12 

3.94 

3.94 

4.88 

2.5 

Transportation 

6 

59/44 

382 

22 

2  87 

62 

22 

71 

169 

71  2 

12 

-4.85 

2.59 

3.46 

5.2 

Conglomerates 

7 

46/35 

99 

7 

4.08 

27 

-5 

74 

253 

105.6 

12 

3.90 

5.63 

5.26 

5.1 

Banks 

4 

76/39 

1451 

55 

0.00 

0 

68 

89 

128 

441.1 

07 

0.67 

1.33 

2.38 

4.2 

Office  equipment 

2 

44/28 

312 

16 

2.40 

39 

45 

55 

221 

37.1 

09 

2.16 

2.55 

2.83 

1.4 

Conglomerates 

8 

92/66 

290 

25 

2  00 

51 

28 

61 

104 

58  1 

12 

0.19 

3.46 

6  16 

3.6 

Transportation 

6 

84/47 

220 

35 

1.05 

37 

59 

49 

120 

217.8 

04 

2.27 

2.17d 

2.55 

20.0 

Leisure 

3 

78/57 

147 

31 

2.3 1 

72 

16 

66 

124 

83.7 

12 

1.17 

2.34 

3.63 

10.2 

Paper 

5 

58/45 

373 

17 

3.19 

55 

3 

68 

161 

49.6 

12 

2.15 

3.18 

3.55 

3.1 

Paper 

7 

81/49 

31 1 

1 9 

3.03 

57 

54 

70 

1 1 6 

76. 1 

1 2 

-1.01 

4.10 

4.73 

5.1 

Chemicals 

6 

74/56 

697 

15 

3.38 

51 

-17 

63 

159 

53.2 

05 

3.10 

3.70d 

4.16 

2.4 

Food 

6 

133/103 

184 

13 

1.78 
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ark  Avenue  Ultra. 
To  help  it  slip  past  the  imports, 
we  put  Teflon*  in  the  supercharger 


Dual  air  bags.  Anti-lock  brakes.  Leather 
seating  areas.  225  horsepower.  And  Teflon 
oil  seals  in  the  supercharger  for  durability. 
Park  Avenue  Ultra  delivers  luxury  that  really 
performs.  To  learn  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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klUATION  !  DIVIDENDS  :  SHARES  ;  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

IfNI  12-MONTH  PRICE  INSTI-  ANALYSTS'  ESTIMATES  : 

ARE  HIGH/  AS%Of  TOTAL  TUTIONS  SHRS  TURN-  1992           1993  1994  VARI- 

ICE            LOW  BOOK  PE  YIELD           PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL            EST  ATION 

$                S  VALUE  RATIO  %  %  %  %  MIL  %  FY  $               $                S  % 

J3  96/77  494  18  3.26  60  -10  65  74  40.7  12  4.21  4.52  5  19  3.7  Nonbank  financial 

13  40/33  148  17  7  25  125  0  30  185  38.3  12  2.54  1.92  2.79  14  Utilities 

)0  36/24  361  NM  2.24  DEF  -6  58  201  64.8  12  1.40  -0.09  1.83  4.9  Manufacturing 

)7  45/22  550  17  0.38  6  43  57  164  88  9  03  144  2.17d  2  57  5  1  Office  equipment 

13  38/28  97  17  4.05  70  7  63  184  129.1  12  3.46  1.89  4.79  5.2  Bonks  

!7  34/25  140  11  5.66  62  -4  34  222  43.8  12  190  2  45  2.52  2  8  Utilities 

>5  111/87  100  10  1.05  11  -6  52  62  48.6  12  -0.33  9.27  7.60  10.0  Nonbank  financial 

13  40/33  128  13  5.41  69  -3  86  175  56.2  12  2.48  2.62  2.78  4.3  Utilities 

[2  122/80  NEG  NM  0.00  0  35  42  52  58.9  12  -1.34  -1.18  -0.16  275.0  Telecommunications 

!7  37/26  112  23  4.32  101  -5  71  214  44.3  12  2  45  1  15  2  92  3.1  Nonbank  financial 

!7  32/26  105  NM  5.98  941  3  57  214  47.5  12  2.08  0.17  1.95  8.2  Utilities 

19  51/31  503  98  0  00  0  51  21  115  33.4  12  0  18  0.50  0  85  16  5  Healthcare 

12  52/31  478  16  0.00  0  15  60  134  328.1  12  2.43  2.61  2.88  2.8  Healthcare 

13  66/46  372  21  1.91  39  36  78  89  92.1  12  3  35  3.06  4.64  4.7  Transportation 
'8  84/65  460  20  0.46  9  1  80  71  65.0  12  3.27  3.82  4.51  2.4  Chemicals 

13  54/40  2'5  22  128  28  2  71  130  72.7  12  1.44  195  1.61  10.6  Fuel 

15  50/41  192  12  2.83  34  1  54  122  28.1  12  3.28  3.77  4.21  1.4  Banks 

8  24/17  162  NM  5  52  833  -6  48  305  61.9  12  041  0.12  0.15  213.3  Fuel 

iO  52/34  145  7  1.29  9  25  66  111  67.2  12  4.18  7.34  5.02  19.7  Nonbank  financial 

12  41/31  184  11  3.75  42  -1  46  171  40.5  12  2.51  2.83  3.09  1.6  Banks 

!7  31/24  1065  16  4.21  66  0  56  205  60.1  12  1.41  1.71  1.86  2.2  Consumer  products 

18  50/33  259  27  1.93  52  10  79  114  55.4  09  2  45  1.76  2  65  2.3  Chemicals 
17  48/30  941  31  1.61  50  45  26  116  21.7  12  1.27  1.50  1.72  1.7  Food 

15  40/26  273  24  194  47  11  65  153  65.4  12  1.21  1  45  1.92  7.8  Consumer  products 

10  50/40  159  13  7.43  94  -8  51  131  46.7  12  2.63  3.20  3.36  2.1  Utilities 
!5  28/18  1232  NM  2.38  545  22  18  206  35  0  12  0.66  0  11  0.45  22.2  Metals 
,7  72/53  162  10  2.99  30  31  89  77  111.6  12  3.23  6.68  754  3  3  Banks 
!7  34/26  176  17  6  21  107  -10  46  188  38.7  12  2  03  159  2  12  3  8  Utilities 

15  110/65  416  41  1.07  44  62  71  49  72.9  06  2.95  2.57  4.41  4.5  Chemicals 

>8  61/42  192  14  2J4  29  36  71  88  46.5  12  3.66  4.21  4.77  1.5  Conglomerates 

'2  84/63  206  16  2.35  38  -5  84  72  92.7  01  5.02  4.45d  5  42  5.7  Retailing 

17  31/24  331  20  3.23  63  18  35  187  27.8  12  122  1.39  159  1.9  Telecommunications 

!4  63/51  135  9  3.31  31  1      i     69  94  90.4  12  4.45  5.74  6.55  2.9  Banks 

4  17/13  271  NM  1.39  DEF  10  39  352  79.1  12  0.95  -0.64  0.73  16.4  Electrical 

8  21/17  157  13      ;      6.00  77  5  33  280  37.2  12  0.42  1.40  1.45  4.8  Utilities  

•8  62/ AO  583  41  0.28  11  34  70  87  58.0  12  0.92  1.42  2.13  8.0  Metals 

19  55/19  998  55  0.00  0  160  79  102  154.7  12  0.51  0.89  1.54  4.5      I  Leisure 

!9  35/26  25!  13  5.10  66  7  63  174  67.7  12  3  04  2.24  2.72  7.0  Healthcare 

!7  31/22  427  25  1.33  33  1 1  64  185  42.4  06  0.93  1.08  1.23  2.4  Food 

11  44/36  357  21  K67  34  6  53  123  44.2  08  1.78  198  2  26  0.9  Healthcare 

16  54/33  347  12  3.11  38  -17  15  138  31.2  12  2.99  2.96  3.30  7.0  Healthcare 

13  53/36  641  20  3.26  65  -15  38  116  52.1  06  1.95  2  16  2  23  1.8  Publishing/TV 

>7  90/57  155  7  1.80  13  18  60  74  67.6  01  5.90  9.59  7.54  8.0  Nonbank  financial 

>8  74/49  300  21  1.80  38  39  84  73  86  6  12  2  90  3  19  4.35  4.4  Consumer  products 

!9  30/21  323  25      '■      2.39  59  9  68  174  68.7  09  1.11  1.15  1.46  2.7  Services 

7  21/16  163  NM  3.94  DEF  -5  59  287  43.9  12  0.37  -0.04  0.67  25  4  Fuel 

)2  69/49  185  23  2.09  47  17  82  80  90.7  12  3.28  2.74  4.24  6.1      i  Transportation 

16  47/32  860  25  2.43  60  14  69  106  60  6  04  168  1.86d  2.12  2.8  Nonbank  financial 

i6  67/28  573  37  0.48  18  133  61  74  99.7  01  1.16  1.79  3.05  4.9  Retailing 

13  45/35  385  24  1.21  28  20  72  113  27.3  12  1.72  1.83  2  09  3.8  Manufacturing 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

CHANGE 
FROM 
1993 

YEAR 
AGO 
RANK 

12 

MONTHS 
1993 
SrfiL. 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

% 

12 

MONTHS 
1993 

% 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

12  a 

MONTHS 
1993 
SMIL. 

201 

RUBBERMAID 

A  ft  C  1 

403  1 

-6 

167 

1960 

9 

21 1.4 

27 

10.8 

9.2 

18.8 

18.7 

1513 

i 

202 

DURACEIL  INTERNATIONAL 

AQA  1 
404  J 

33 

224 

1 788 

6 

1 32.2 

-19 

7  4 

9.7 

1 0. 1 

1 1 .8 

2157 

203 

FIRST  DATA 

A  ft  XA 

27 

240 

1490 

24 

173.0 

22 

1 1 .6 

1 1 .7 

13.7 

19.1 

4014 

: 

204 

AMR 

4  70  7 

4  /  7  Z 

7 

203 

15816 

10 

-96.0 

NM 

NM 

NM 

NM 

-4.5 

19326 

•, 

205 

R.R.  DONNELLEY  &  SONS 

4770 

4  /  /  7 

c 
3 

189 

4388 

5 

178.9 

-24 

4.1 

5.6 

8.3 

10.0 

3654 

I 

206 

LOUISIANA-PACIFIC 

A  7  k  C 
4/03 

22 

229 

251 1 

15 

254.4 

44 

10.1 

8.1 

14.5 

16.8 

2466 

. 

207 

CBS 

4752 

77 

333 

3510 

0 

326.2 

101 

9.3 

4.6 

2 1 .3 

28.5 

3441 

208 

SOUTHWEST  AIRLINES 

4  74  7 
4  /  4  / 

5  1 

291 

2297 

27 

154.3 

58 

6  7 

5.4 

1 2.0 

15.8 

2389 

! 

209 

NEWMONT  GOLD 

AT  Aft 

4  /  40 

J  V 

258 

602 

10 

1 13.1 

29 

18.8 

16.0 

12.5 

12.5 

1022 

1 

210 

GENUINE  PARTS 

47  7  1 

4  /  L  \ 

1  7 

225 

4384 

9 

258  9 

9 

5.9 

5.9 

NA 

18.4 

1828 

: 

211 

CIGNA 

4  /  1  / 

7 

209 

18402y 

-1 

234.0 

-31 

1.3 

1.8 

3.4 

4.2 

84900 

j 

212 

HERCULES 

A  70  1 

J  0 

294 

2773 

-3 

208.4 

24 

7.5 

5.9 

NA 

1 4.4 

3151 

!. 

213 

TRW 

A  AO  1 
407  1 

28 

244 

7948 

-4 

220.1 

13 

2.8 

2.3 

12.5 

14.1 

5468 

; 

214 

MCDONNELL  DOUGLAS 

40  YU 

1 27 

403 

14474 

-17 

359.0 

-49 

2.5 

4.0 

7.5 

10.5 

12026 

1! 

215 

ARCO  CHEMICAL 

to  J  J 

1  a 

I  0 

227 

3192 

3 

214.0 

9 

6.7 

6.4 

1 1.0 

13  5 

3599 

1 

21H 

NBD  BANCORP 

A  A  7  1 
40/1 

-1  7 

154 

3208 

-5 

481  8 

43 

15.0 

10.0 

14.1 

15  2 

40776 

I 

217 

MEDTRONIC 

417  X 

4  3  1  3 

-2 

199 

1356 

4 

223.6 

1 1 

16.5 

15.4 

26.9 

25.8 

1315 

f 

218 

MARION  MERRELL  DOW 

4ji  1 

JU 

1  3  4 

2818 

-15 

362  0 

-47 

12.8 

20.6 

18.3 

18.8 

3795 

r 

219 

HERSHEY  FOODS 

447U 

- 5 

178 

3488 

8 

297.2 

23 

8.5 

7.5 

19.5 

20.2 

2855 

11 

220 

MATTEL 

44A  7 

440  Z 

4  9 

407 

2704 

6 

135.9 

-26 

5  0 

7.2 

15.0 

20.8 

2000 

i> 

221 

HONEYWELL 

A  A  c  a 
4437 

-1 

206 

5963 

-4 

322.2 

-19 

5.4 

6.4 

16.4 

18.3 

4764 

u 

222 

FLEET  FINANCIAL  GROUP 

441 1 
443  1 

1 0 

190 

4678 

-2 

488  0 

74 

10.4 

5.9 

9.9 

15.3 

46920 

!: 

223 

COMCAST 

44  ?  St 
44  30 

45 

276 

1262a 

53 

-165.3 

NM 

NM 

NM 

NM 

NM 

4684 

5: 

224 

RALSTON  PURINA  GROUP 

44  7  7 

44  Z  / 

N  A 

166 

5915a 

3 

283  6 

-3 

4.8 

5.1 

16.7 

60.6 

4294 

*i 

225 

COOPER  INDUSTRIES 

4474 

4  4*4 

— 22 

143 

6274y 

2 

367.1 

2 

5.9 

5.9 

9.2 

10.5 

7148 

s 

226 

TIMES  MIRROR 

A  Aid 

44ZU 

1 

216 

3714 

3 

164.1 

365 

4  4 

1  0 

NA 

9  4 

4235 

u 

227 

MARTIN  MARIETTA 

A  Aft  7 

44U  t 

34 

274 

9436 

58 

450.3 

30 

4  8 

5  8 

1  1 .9 

22.4 

7714  1 

H 

228 

CAROLINA  POWER  S  LIGHT 

A  XUft 

4  300 

1  4 

168 

2895 

5 

346  5 

-9 

1 2.0 

13.7 

9  1 

12.8 

8194 

!7 

229 

PRICE/COSTCO 

4  34ft 
4  340 

NA 

NR 

15655y 

8 

145.9 

-40 

0.9 

17 

6.7 

8.3 

4317  1 

i 

230 

TURNER  BROADCASTING  SYSTEM 

4  707 

4*7/ 

1  0 

250 

1922 

9 

72  4 

1  13 

3  8 

1  9 

10  3 

NM 

2595 

' 

231 

AMERADA  HESS 

4ZV4 

-1 0 

180 

5873y 

-2 

-297.6 

NM 

NM 

0  1 

NM 

-9.3 

8882 

'i 

232 

CNA  FINANCIAL 

4  7ftA 
4  Z  6M 

26 

1 56 

11011 

2 

267.5 

NM 

2.4 

NM 

NM 

5.5 

41912 

233 

APPLE  COMPUTER 

4  717 
4  £  3  Z 

—32 

125 

8446 

17 

-34.7 

NM 

NM 

7.3 

-1.7 

-1.7 

5042 

7 

234 

QUAKER  OATS 

4  711 
4  Z  3  1 

— 1 4 

177 

5792 

2 

304  6 

10 

5.3 

4  9 

28.5 

59.0 

2805 

| 

235 

UNUM 

4Z47 

0 

238 

3397 

1  1 

312.0 

7 

9  2 

9  6 

NA 

14.3 

12437 

I 

236 

FIRST  CHICAGO 

nil 
4ZZ3 

]  6 

2  70 

4827 

1  1 

804.5 

NM 

16.7 

NM 

NA 

21 .3 

52560 

J 

SANTA  FE  PACIFIC 

J  H  M  1  H     Ik     r  HI  II  IV 

4  7  7  3 
4  Z  Z  3 

70 

364 

2726 

9 

338.8 

434 

12.4 

2.5 

1 6.8 

26.7 

5937 

] 

238 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

a  ?  n  i 

4  Z  U  1 

0 

213 

1 189 

6 

202  5 

15 

17.0 

15.7 

22.4 

21.3 

1279 

7 

239 

W.R.  GRACE 

4  1/4 

26 

272 

4408 

2 

134.4 

133 

3  0 

1.3 

NA 

1 1.0 

5813 

240 

AVON  PRODUCTS 

>l  1  7  7 
4  1  /  Z 

-3 

200 

4008 

5 

249.6 

43 

6  2 

4.6 

NA 

101 .9 

1939 

241 

FEDERAL  EXPRESS 

4151 

35 

299 

8116 

7 

156.8 

NM 

1.9 

NM 

7.6 

8.8 

5959 

•>49 

DETROIT  EDISON 

A  1  24 
4  1  30 

2  3 

1 60 

3555 

o 

52 1  9 

-1 1 

1 4  7 

1 6.5 

9  5 

1 5. 1 

1  1 1 35 

; 

243 

EATON 

A  1  7  7 

4 1  z  / 

50 

315 

4401 

7 

1  80  0 

29 

4.1 

3  4 

13.2 

16.3 

3268 

] 

244 

LOCKHEED 

'(  U  0  V 

]  4 

260 

13071 

29 

422  0 

21 

3.2 

3  4 

10  0 

18  3 

8888 

( 

245 

MELVILLE 

4  AO  1 

4UoZ 

-20 

170 

10435 

o 

331 .8 

1 13 

3.2 

1 .5 

15.9 

15.4 

4272 

1 

246 

BARNETT  BANKS 

4079 

-8 

205 

3130 

-9 

421.0 

1  02 

1 3.5 

6  1 

NA 

15  1 

38331 

1 

247 

CONSOLIDATED  NATURAL  GAS 

4077 

-6 

210 

3184 

26 

188.5 

-3 

5.9 

7.7 

8.0 

8.8 

5118 

1 

248 

AUTOZONE 

4075 

53 

331 

1287 

24 

918 

35 

7.1 

6  5 

216 

218 

741 

1 

249 

INGERSOLL-RAND 

4039 

12 

261 

4021 

6 

163.6 

41 

4.1 

3.1 

1 1.8 

12.3 

3341 

250 

NATIONAL  CITY 

4029 

-7 

212 

2702 

-3 

404  0 

16 

15.0 

12.5 

15.2 

15.1 

31068 

t 
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DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  GROUP 


NT 

:e 

12  MONTH 

IOW 
S 

PRICE 

IOOK 
VALUE 

M 

RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

IN5TI 
TUTIONS 
HOLDING 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

FY 

1992 
ACTUAL 

s 

1993 
ACTUAL 

i 

ANALY  ,TS  ESTIMATES 
I99J  VARI 
EST  ATION 

S  % 

0 

37/28 

429 

23 

1.49 

34 

-5 

49 

160 

39.4 

12 

1.04 

1.32 

1.51 

2.0 

Manufacturing 

2 

44/27 

434 

40 

2.1 1 

85 

34 

48 

116 

61.0 

06 

1  43 

1.04 

1.65 

0.6 

Manufacturing 

4 

47/32 

534 

28 

0.27 

8 

27 

92 

1 10 

60.6 

12 

1.30 

1.56 

1  85 

1.1 

Office  equipment 

3 

73/58 

138 

NM 

0.00 

0 

6 

84 

76 

192.0 

12 

-6.35 

-2.05 

4  92 

25.4 

Transportation 

1 

32/26 

267 

27 

1.81 

48 

8 

73 

154 

31.0 

12 

1.51 

1.16 

1.81 

3.9 

Services 

3 

48/29 

315 

19 

1.02 

19 

22 

55 

no 

1 16.2 

12 

1.63 

2.32 

3.25 

9.8 

Paper 

7 

327/197 

432 

15 

0.65 

10 

55 

88 

15 

107.0 

12 

10.51 

20.39 

18.61 

6.5 

Publishing/TV 

4 

39/22 

485 

33 

0  12 

4 

51 

63 

139 

86  6 

12 

0.65 

1  05 

1.50 

7  3 

Transportation 

5 

52/32 

526 

42 

0.11 

5 

39 

NA 

105 

20.9 

12 

0  83 

1.08 

1.24 

12.9 

Metals 

3 

39/33 

336 

18 

2  79 

51 

1 1 

66 

124 

28.8 

12 

1.92 

2.08 

2.32 

2.2 

Services 

6 

71/57 

84 

20 

4.64 

94 

1 1 

84 

72 

54.6 

12 

4.70 

3.25 

5.16 

13.4 

Nonbank  financial 

5 

1 1 8/69 

325 

24 

1.95 

46 

70 

93 

41 

76 .7 

12 

3  69 

4.86 

5.39 

3.9 

Chemicals 

3 

78/58 

301 

22 

2.57 

56 

29 

53 

64 

56.9 

12 

3.09 

3.35 

4.31 

5.3 

Conglomerates 

9 

123/53 

137 

13 

1.17 

15 

129 

55 

39 

135.7 

12 

17.97 

9.17 

12.76 

5  4 

Aerospace 

9 

51/40 

294 

22 

5.15 

112 

22 

8 

96 

7.6 

12 

2.05 

2.23 

2.60 

6.2 

Chemicals 

9 

36/29 

145 

10 

3.76 

36 

-14 

47 

161 

25.5 

12 

2.1 1 

2.98 

3.20 

2.5 

Banks 

0 

88/52 

528 

20 

0.85 

17 

3 

69 

57 

120.4 

04 

3.56 

4.0  Id 

4.62 

2.6 

Health  care 

7 

24/16 

238 

13 

6.06 

77 

-26 

NA 

274 

33.7 

12 

2.45 

1.30 

1  52 

10.5 

Health  care 

1 

56/44 

305 

15 

2.34 

36 

0 

30 

88 

34.3 

12 

2.69 

3.31 

3.20 

1.6 

Food 

4 

27/17 

709 

34 

0.74 

25 

52 

86 

171 

102.8 

12 

1  14 

0.77 

1.65 

3.6 

Leisure 

4 

39/31 

253 

14 

2.87 

40 

4 

78 

133 

74.0 

12 

2.88 

2.40 

2.18 

4.1 

Electrical 

3 

38/28 

147 

1 1 

3.69 

40 

2 

62 

137 

68.3 

12 

1  78 

3.01 

3.71 

4.6 

Banks 

3 

28/12 

NEG 

NM 

0.46 

DEF 

35 

64 

219 

128.8 

12 

-1.08 

-0.55d 

-0.40 

57.5 

Publishing/TV 

4 

46/34 

1014 

17 

2.76 

47 

NA 

49 

102 

NA 

09 

2  57 

2.56 

3  07 

5.9 

Food 

? 

55/38 

148 

14 

3.41 

48 

-20 

65 

1 14 

67.9 

12 

2.71 

2.75 

2.16 

12.0 

Electrical 

4 

37/28 

252 

27 

3.14 

85 

4 

44 

129 

37  2 

12 

0  44 

1.27 

1.50 

73 

Publishing/TV 

6 

47/34 

243 

11 

1.96 

21 

34 

73 

96 

49.4 

12 

3.61 

4.25 

4.26 

2.8 

Aerospace 

35/27 

166 

13 

6.24 

81 

-9 

33 

161 

36.2 

12 

2.36 

2.10 

2.33 

3.4 

Utilities 

3 

21/17 

246 

20 

0.00 

0 

NA 

50 

217 

NA 

08 

1.07 

1.01 

1.05 

4.8 

Retailing 

3 

29/19 

NEG 

84 

0.31 

26 

16 

16 

189 

20.7 

12 

0.13 

0.27 

0.45 

26  7 

Publishing/TV 

& 

56/42 

134 

NM 

1.29 

DEF 

-8 

67 

93 

65.9 

12 

0.09 

-3.21 

0.93 

86.0 

Fuel 

101/68 

89 

16 

0.00 

0 

-26 

NA 

62 

9.0 

12 

-10.79 

4  26 

4  68 

5  3 

Nonbank  financial 

7 

59/22 

207 

50 

1.32 

66 

-30 

50 

117 

443.8 

09 

4.33 

0.73 

1.66 

16  9 

Office  equipment 

i 

77/60 

835 

16 

3.34 

54 

-5 

57 

67 

77.4 

06 

3  25 

3.93 

4.47 

0  9 

Food 

i 

60/48 

195 

14 

1.49 

20 

1 

73 

79 

53.2 

12 

3.70 

3.96 

4.22 

3.3 

Nonbank  financial 

9 

51/36 

121 

6 

3.27 

18 

14 

72 

86 

92.2 

12 

-2.08 

8  78 

5.85 

72 

Banks 

i 

26/13 

333 

13 

0.44 

6 

68 

70 

186 

77.7 

12 

0.34 

1  81 

1.17 

8.5 

Transportation 

7 

40/33 

442 

21 

2  91 

61 

5 

66 

113 

40  4 

12 

1.53 

1.78 

1.98 

2.0 

Chemicals 

s 

47/34 

342 

31 

3.13 

96 

25 

80 

93 

60.9 

12 

0.88 

1.46 

3.02 

2.7 

Chemicals 

3 

64/48 

1703 

17 

3.11 

52 

-1 

86 

72 

102.4 

12 

2  43 

3.46 

3.91 

2.0 

Consumer  products 

5 

78/44 

233 

22 

0.00 

o 

33 

82 

55 

94.3 

05 

2.01 

3  35c) 

4.44 

5.6 

Transportation 

3 

37/28 

127 

8 

7  32 

62 

-17 

36 

147 

50  4 

12 

3  79 

3.34 

2.60 

6.5 

Utilities 

3 

61/40 

373 

23 

2.07 

47 

49 

65 

71 

55.7 

12 

1  99 

2.57 

3.63 

6.9 

Automotive 

i 

72/58 

177 

10 

3.23 

32 

15 

98 

62 

41.7 

12 

5.65 

6.70 

6  93 

2  3 

Aerospace 

9 

50/38 

200 

13 

3.92 

51 

-17 

85 

105 

54.2 

12 

1.34 

3.00 

3.57 

6.7 

Retailing 

2 

50/37 

153 

1 0 

3.44 

35 

52 

97 

75  8 

1  2 

1  98 

4  1 0 

4.64 

3.4 

Banks 

4 

55/43 

191 

22 

4.42 

96 

-2 

46 

93 

33  8 

12 

2.19 

2.03 

2.50 

3.6 

Utilities 

7 

59/39 

968 

48 

000 

0 

50 

39 

72 

41.8 

08 

0.87 

118 

1.49 

1.3 

Retailing 

3 

42/30 

304 

25 

1.82 

45 

13 

61 

105 

65.0 

12 

1.11 

1.56 

1.92 

94 

Manufacturing 

5 

28/23 

157 

1 1 

4.57 

48 

-3 

72 

159 

40.8 

12 

2.10 

2.41 

2.69 

1.5 

Banks 

HF  RIISINF^  WFFK  lfWl 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

 1 

ASSETS 

CHANGE 
FROM 
19?} 

fear 

AGO 
RANI 

12 

MONTHS 
1993 
JMIl 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  1 
MONTHS  1 
1993  1 
SMIL  1 

251 

DILURD  DEPARTMENT  STORES 

4U  L  L 

—  1  O 

i  y 

172 

5131y 

9 

241.1 

2 

4.7 

5.0 

9.6 

12.2 

4430 

252 

DIGITAL  EQUIPMENT 

Aft  1  A 

— *3  A 
J  0 

136 

13637 

-4 

-92  3 

NM 

NM 

NM 

NM 

-1.9 

10369 

253 

AMERICAN  CYANAMID 

3986 

-10 

197 

4277 

2 

-163.7 

NM 

NM 

8.3 

NM 

-10.4 

6057 

254 

DRESSER  INDUSTRIES 

3977 

54 

355 

4650 

16 

300.6 

260 

6.5 

2.1 

NA 

31.9 

4380 

255 

DOW  JONES 

3966 

3 1 

295 

1932 

6 

147.5 

25 

7.6 

6.5 

9.0 

10.2 

2350 

256 

PHELPS  DODGE 

3  7  3  f 

1  0 

255 

2596 

1 

187.9 

-38 

7  2 

1 1.7 

8.0 

9.3 

3721 

257 

VIACOM 

3955 

_]  A 

174 

2005 

8 

169.5 

156 

8.5 

3.5 

7.7 

17.2 

4626 

258 

TRIBUNE 

3893 

1  3 

271 

1953 

-7 

188  6 

38 

97 

65 

NA 

NA 

2532 

259 

TRANSAMERICA 

3877 

2 

239 

4833y 

6 

450.5 

31 

9.3 

7.5 

7.5 

14.5 

36051 

260 

NIKE 

387  1 

29 

161 

3869 

5 

332  8 

-5 

8.6 

9.5 

20.0 

19.4 

2183 

261 

ROHM  &  HAAS 

3004 

1 

233 

3269y 

7 

126.0 

-28 

3.9 

5.7 

NA 

9.0 

3524 

262 

NEXTEL  COMMUNICATIONS 

3854 

2  1  6 

552 

62 

18 

-36.1 

NM 

NM 

NM 

NA 

-4.2 

1471 

263 

LINCOLN  NATIONAL 

3836 

24 

263 

8290 

3 

415.3 

16 

5.0 

4.5 

NA 

13.0 

48380 

264 

APPLIED  MATERIALS 

3832 

1  4  1 

459 

1205 

51 

122.4 

156 

102 

60 

1 8.3 

20.4 

11 42 

265 

SALLIE  MAE 

J  0  V  J 

1  0 

195 

2617 

-6 

430  1 

9 

16.4 

14.1 

4.2 

39.3 

46509 

266 

WINN-DIXIE  STORES 

XStft  3 

-27 

165 

11040 

5 

239.7 

3 

2  2 

2.2 

22.2 

23.5 

2199 

267 

UNION  ELECTRIC 

31/7 

_g 

223 

2066 

3 

297.2 

-2 

14.4 

15.0 

9.1 

12.5 

6596 

268 

GEICO 

3735 

-1 9 

204 

2638y 

9 

286.5 

66 

10.9 

7.1 

16.8 

20.7 

4831 

269 

NEWMONT  MINING 

3710 

40 

340 

634 

3 

94.7 

4 

14.9 

14.8 

13.7 

13.2 

1203 

270 

MARRIOTT  INTERNATIONAL 

a  A  7  7 

30  1  I 

N  A 

NR 

7430 

7 

159.0 

19 

2.1 

1.9 

15.7 

22.1 

3092 

271 

PENNSYLVANIA  POWER  &  LIGHT 

3A7fl 
J  0  /  U 

-20 

198 

2727 

-1 

348.1 

0 

12.8 

12.6 

8  8 

13.1 

9454 

272 

FRANKLIN  RESOURCES 

3650 

20 

320 

717 

64 

199.8 

54 

278 

29.7 

NA 

27.7 

1628 

273 

FLUOR 

_i 
i 

253 

7850a 

19 

166.8 

23 

2.1 

2.1 

16.3 

16.0 

2589 

274 

SUN 

3637 

26 

308 

9417y 

-12 

283.0 

NM 

3  0 

NM 

11.8 

14.5 

5900 

275 

INTERNATIONAL  GAME  TECHNOLOGY 

3630 

3 

275 

541 

43 

114  8 

55 

21.2 

19.6 

27.9 

30.3 

692 

276 

EMC 

JO/.  7 

277 

725 

783 

103 

127.1 

331 

16  2 

7.7 

NA 

35.6 

830 

277 

SAFECO 

JO  i  i 

_y 

230 

3538y 

3 

425.9 

37 

12.0 

9.1 

12.7 

15.4 

14807 

278 

FIRST  BANK  SYSTEM 

JO  IV 

7 

316 

2231 

1 

298  0 

93 

13  4 

7.0 

11.1 

13.7 

26385 

279 

UNION  CARBIDE 

62 

391 

4640 

-5 

165.0 

39 

3.6 

2.4 

8.7 

10.6 

4689 

280 

HALLIBURTON 

3580 

_  ^ 

248 

6351/ 

3 

-161.0 

NM 

NM 

NM 

NM 

-8.2 

4848 

281 

WHEELABRATOR  TECHNOLOGIES 

j  JOU 

-8 

234 

1  142 

-23 

163.1 

-8 

14.3 

1 1.9 

10.0 

13.1 

3012 

282 

CABLETRON  SYSTEMS 

3559 

6  2 

367 

553 

46 

110  1 

46 

19.9 

200 

290 

29.0 

441 

283 

FIRST  FINANCIAL  MANAGEMENT 

304 

j  j  /  t 

46 

366 

1670y 

17 

127.6 

578 

7.6 

1.3 

NA 

10.2 

1626 

284 

MELLON  BANK 

j  j  i  j 

6 

264 

3237 

9 

361  0 

-17 

112 

14.7 

NA 

110 

36139 

285 

ST.  PAUL 

Jji  1 

Q 
O 

281 

4460 

1 

427.6 

NM 

9.6 

NM 

NA 

17.1 

17100 

286 

SNAPPLE  BEVERAGE 

3  C  1  i 
J>1  1 

22  4 

NR 

516 

116 

676 

270 

13  1 

7  7 

43  0 

49  4 

258 

287 

DOVER 

TO 

343 

2484 

9 

158.3 

23 

6.4 

5  7 

20.3 

18.8 

1774 

288 

CAPITAL  HOLDING 

3497 

2  56 

2884 

1 

322.7 

0 

112 

1  1.3 

12  3 

13.4 

22900 

289 

FIRST  FIDELITY  BANCORPORATION 

3  4  7  O 

O 

247 

2429 

-1 

396.5 

26 

16.3 

12.7 

13  8 

15.7 

33763 

290 

MCGRAW-HILL 

3484 

3404 

20 

318 

2195 

7 

11.4 

-93 

0.5 

7.5 

1.0 

NA 

3084 

291 

OFFICE  DEPOT 

7  J  1  A 

3474 

96 

450 

2580 

49 

63.4 

68 

2.5 

2.2 

8.2 

11.9 

1191 

292 

HILTON  HOTELS 

347  3 

3  4  13 

5  8 

390 

1394y 

13 

102.7 

-1 

7.4 

8  5 

7.4 

9  9 

2579  1 

293 

EASTMAN  CHEMICAL 

}  A  AH 
3440 

N  A 

NR 

3903 

2 

267.0 

-1 1 

6.8 

7.9 

NA 

9.9 

4319  .( 

294 

ENRON  OIL  &  GAS 

XA  Aft 

34  4  V 

2  2 

303 

568 

25 

138.0 

41 

24.3 

21.5 

NM 

15.4 

1 760  1 

295 

SYNTEX 

34  7  A 
34/.0 

-1 8 

21 1 

2127 

5 

396  3 

19 

18.6 

16.4 

NM 

31.3 

3010  I 

296 

WELLPOINT  HEALTH  NETWORKS 

?  j  no 
34U0 

MA 

NR 

2449y 

8 

186.6 

7 

7.6 

7.7 

16.3 

16  3 

1832  t; 

297 

AMERICAN  STORES 

3401 

27 

323 

18763 

-2 

262.1 

26 

1.4 

1.1 

94 

15.9 

6914  I 

298 

BALTIMORE  GAS  &  ELECTRIC 

3395 

9 

249 

2669 

7 

309.9 

17 

1  1.6 

106 

7  4 

10.2 

7987 

299 

AON 

3372 

0 

267 

3845 

15 

323.8 

57 

8  4 

6.2 

12  4 

12.9 

16165 

300 

SCOTT  PAPER 

3359 

19 

317 

4749 

-7 

-289.1 

NM 

NM 

3.3 

NM 

-14.5 

6625  i 
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ILUATION  DIVIDENDS                   ;  SHARES  EARNINGS  PER  SHARE  INDUSTRY  CROUP 

ISNT  I2MONTH  PRICE                                                                                 ;     INSTI-  ANA1YSTS'  ESTIMATES 

ARE  HIGH/  AS%OF  TOTAL  TUTIONS  SHRS  TURN  1992           1993  1994  VARI- 

ICE  LOW  BOOK  H  YIELD  PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL  EST  ATION 

$  i  VALUE  RATIO  %  %  %              %  MIL  %  FY  $               S  S  % 

16  46/33  204  17  0.22  4  -20  75  113  97  4  01  2.11  2.14  2.93  2  4  Retailing 

!9  48/28  83  NM  0.00  0  -39  64  138  122.2  06  18  50  -1.93  1.01  35.6  Office  equipment 

14  59/44  254  NM  3.94  DEF  -2  71  90  78.2  12  4.35  -1.82  4.05  4.9  Chemicals 

!3  25/19  421  25  2.99  74  25  59  175  79  8  10  0  52  0  92  123  81  Fuel 

10  41/27  273  27  2.11  57  35     i     43  100  36.6  12  1.17       1.48  1.75  5.1  Publishing/TV 

16  57/39  196  21  2  94  62  13  78  71  165.8  12  4.28  2  66  2  63  33  8  Metals 

13  68/29  435  25  0.00  0  -16  6  121  10.3  12  0.55  1.30  1.37  12.4  Publishing/TV 
i8  62/48  446  23  1.79  41  13  67  67  48  3  12  182  2  56  3.03  3.0  Publishing/TV 

11  62/47  132  9  3.94  37  9  76  76  39  0  12  4.11  5.44  4  98  2  6  Nonbank  financial 

12  80/43  225  14  1.55  21  -27  46  75  126.1  05  4.74  3  82d  4.31  7.2  Consumer  products 

17  62/47  295  33  2.45  80  1  72  68  39.6  12  2  53        174  3.16  5  7  Chemicals 

14  55/19  446  NM  0.00  0  123  50  87  255.4  03  -0.16  -0  66d  1  13  319  Telecommunications 
H  48/37  125  10  4.02  40  16  72  94  47.3  12  3.91  4  06  3.82  4.7  Nonbank  financial 

18  52/18  640  39  0.00  0  136  98  81  355  4  10  0  55        1.21  217  6.5  Manufacturing 

15  55/40  357  9  3.09  29  -5  86  84  143.6      :     12     ;       4.21  4.83  5.53  1.8  Nonbank  financial 

11  71/48  373  16  2.84  46  -24  18  75  20  9  06  2.82  3.11  3.24  19  Food 

17  45/36  167  13  6  43  86  -2  28  102  33.1  12  2.83  2.77  2.98  2.7  Utilities 

13  66/47  270  13  1.29  17  -17  81  71  7.7  12  2  39  4  01  3  37  5  0  Nonbank  financial 

14  60/38  621  47  1.11  52  41  71  68  183.6  12  1.30  1.15  1.27  33.1  Metals 

19  31/23  512  23  0_24  6  NA  15  126  NA  12  1.16  1  26  147  1.4  Leisure  

4  31/23  152  12  6.84  80  -14  26  152  24.9  12  2.02  2.07  2.12  1.9  Utilities 

14  52/32  507  21  0.72  15  21  33  82  34  1  09  159  2  12  2.76  4.7  Nonbank  financial 

14  47/38  349  22  1.17  26  0  53  82  74.3  10  1.65  2.03  2.21  2  3  Services 

4  35/22  186  13  5.27  68  32  53  107  48  1  12  -2  98  2  66  191  13.1  Fuel 

18  41/26  959  33      i      0.42  14  -4  69  128  175.4  09  0.54  0.85  1.09  3.7  Manufacturing 

9  22/6  1016  30  0.00  0  230  61  187  184  3  12  0  18  0.65  0.87  9.2  Office  equipment 

7  67/52  130  8  3.14  27  -7  68  63  105.6  12  4.96  6.77  5.35  3.6  Nonbank  financial 

3  34/26  182  14  3.52  49  14  62  109  46.5  12  1.10  2.39  3.33  2.4  Banks 

4  26/16  252  24  3.14  75  47  53  151  113.3  12  0.76  100  1.32  12.9  Chemicals 
1  44/29  183  NM  3.19  DEF  -8  80  114  102  4  12  -1.15  -1.43  1.24  12.1  Fuel 

9  24/15  286  22  0  32  7  -7  30  189  43.4  12  0.94  0  86  101  3.0  Utilities 

5  126/77  936  30  0.00  0  60  62  28  138  4  02  2  97  4.18d  5  22  3.1  Office  equipment 
9  60/36  282  28  0.17  5  46  86  60  71.3  12  0.27  2.10  2.53  1.2  Nonbank  financial 

6  67/51  129  12  4.04  48  -5  71  63  92.1  12  6  96  4  63  5  93  3.9  Banks 

13  98/77  144  8  3.37  28  1 1  78  42  51.4  12  -5.69  9.84  8.79  5.3  Nonbank  financial 

9  32/9  2565  52  0.00  0  223  13  122  224  0  12  NA  0  56  0  82  12  2  Consumer  products 
1  63/46  416  22  1.50  33  34  59  57  31.0  12  2.23  2  77  3  13  4.5  Manufacturing 

5  45/32  150  11  2.32  26  -8  72  101  49  8  12  3  14  3  12  3  82  2  1  Nonbank  financial 
I  52/40  146  9  3.84  36  -7  43  80  57.6  12  3.89  4.63  5.11  2.0  Banks 

1  75/55  383  NM  3.29  NM  24  65  49  60.1  12  3.13  0.23  t  t  Publishing/TV 

I  38/20  652  55  0.00  0  87  71  94  87.5  12  0.41  0.67  0.88  3.4  Services 

'3  74/42  335  34  1.65  56  61  42  48  816  12  217  2.14  2  70  4.8  Leisure 

12  48/41  128  NA  0.00  0  NA            1  83  NA  12  NA        NA  2.72  10.7  Chemicals 

13  54/34  383  25  0.56  14  23  18  80  23  7  12  126  173  185  8  6  Fuel 

6  21/14  271  12  6.71  81  -12  29  221  94.8  07  2.10  1.29  1.64  11.0  Health  care 

14  35/24  298  18  0.00  0  21  12  100  35.7  12  1.76  188  2.17  18  Healthcare 
18  49/37  206  13  1.68  22  29  80  71  54.4  01  2.94  3  69  3.93  1.8  Food 

13  28/22  130  13  6.37  80  -4  37  146  37  3  12  1.63  1.85  1.94  2.1  Utilities 

10  59/45  151  12  3.61  43  1  49  68  26.0  12  2.89  4.22  4.54  2.6  Nonbank  financial 

15  47/31  168  NM  1.76  DEF  21  75  74  85.7  12  2.26  -3.91  2.52  13.9  Paper 
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UNION  CAMP 
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5 
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NA 
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10 
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/u 
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18 
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22 
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3 
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NM 
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NM 

4.0 
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23 
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] 
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NM 
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NM 
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GENERAL  PUBLIC  UTILITIES 
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5 
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PIONEER  HI-BRED  INTERNATIONAL 

3Z04 

34 

358 

1342 

5 

132.4 

-10 

9.9 

1 1 .5 

17.1 
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-19.8 

6709 

331 

AFLAC 

3065 

6 

304 

5001 

25 

243  9 

33 

4.9 

4.6 

1 6.8 

1 7.9 

15443 

339 

1  OTIU  DFVFI  OPMFNT 

3ftC  7 
3U3  / 

1  68 

66  1 

98 1 

o 

55  5 

-  3  1 

8  9 

1 1  1 

1 1  8 

905 

333 

LITTON  INDUSTRIES 

3ft  C  7 
3U5Z 

49 

413 

3442 

-8 

89.0 

0 

2  6 

2.4 

6.4 

5.2 

3889 

334 

CORESTATES  FINANCIAL 

3ft  A  ft 

3U4U 

-6 

278 

201 4 

-6 

327.9 

25 

1  6  3 

1  2.3 

13.4 

1 7.6 

23666 

335 

FEDERATED  DEPARTMENT  STORES 

7ft  1  £ 
3U1  0 

27 

360 

7229y 

2 

1 96.8 

48 

2.7 

1  9 

6.9 

8.6 

7131 

33g 

LIBERTY  MEDIA 

2993 

67 

440 

841a 

484 

-0.3 

NM 

NM 

30.8 

NM 

-12.1 

1 445 

337 

CITI7FNS  II T 1 1 ITIFS 

7  0  7  0 
£7  17 

6 

32 1 

6 1 6a 

1 22  2 

4 

1  9  8 

20  0 

10  1 

1 3  0 

2111 

338 

BAUSCH  &  LOMB 

7  0  7  4 
ZV  /  1 

4 

280 

1  872 

1  o 

1 56.5 

-9 

8  4 

1 0  0 

14.3 

16.7 

2512 

339 

NEW  YORK  TIMES 

1  0  iL  0 
/TOO 

30 

388 

2020 

1 4 

6. 1 

NM 

0.3 

NM 

1 .3 

NA 

NA 

340 

BOATMEN'S  BANCSHARES 

U  v  M  1  1  1  L  11    J  UHlllJIIHnLJ 

7  ft  £  0 

/Voo 

4 

329 

2107 

2 

3 1 7.4 

39 

1  5  1 

11.1 

1 4  4 

1 4.9 

26654 

341 

HILLENBRAND  INDUSTRIES 

2959 

-2 

284 

1 448 

]  ] 

1 32  5 

1  9 

9  2 

8  5 

19  4 

20  7 

2271 

342 

7  0  7  7 
/y  33 

6 

337 

2459 

1 

215.2 

6 

8  8 

1  Z  4 

14  6 

JUUo 

343 

CHAMPION  INTERNATIONAL 

7  0  3ft 
£7  3U 

3 

325 

5069 

3 

-1 34  5 

NM 

NM 

0.3 

NM 

-5.5 

91 43 

344 

GENERAL  DYNAMICS 

/VI  / 

20 

273 

3187 

-8 

270  0 

9 

8.5 

7  i 

23.4 

24.2 

2635 

345 

HOMESTAKE  MINING 

7  ft  i  L 

/VI  0 

78 

467 

704 

7 

52  5 

NM 

7.5 

NM 

8.8 

9.9 

1121 

;i46 

W00LW0RTH 

n  v  v  l  ii  v  n  in 

2902 

24 

232 

9626y 

-3 

-495  0 

NM 

NM 

2  8 

NM 

-33  7 

5645 

347 

FIFTH  THIDI)  RAMffiDD 

2901 

-8 

289 

954 

7 

1 96.4 

20 

20.6 

I  O.J 

}  3.3 

1  0.4 

i  i  yoo 

348 

CLOROX 

2863 

12 

348 

1733 

16 

173.4 

20 

10.0 

9.7 

17.2 

20.3 

1587 

349 

WASHINGTON  POST 

2858 

2 

326 

1498 

3 

153.8 

20 

10.3 

8.8 

14.3 

14.7 

1623 

350 

MICRON  TECHNOLOGY 

2854 

200 

704 

1017 

94 

168.9 

NM 

16.6 

t  7 

22.7 

23.8 

1081 
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PRICE 
A5%0F 
800K 
VALUE 


DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  GROUP 


VIEID 


PAYOUT 


TOTAL 
RETURN 


INSTI- 
TUTIONS SHRS 
HOLDING  OUT. 


1992  1993  1994 

ACTUA1         ACTUAL  EST 

$         s  s 


ANA.TSTS  ESTIMATES 
VACI 
AJION 


51/39 
42/33 
40/18 
32/17 
33/25 


184 

264 
1374 
154 
149 


67 
18 
39 
20 
31 


3.24 
000 
0.00 
0  86 
1.27 


217 
0 
0 
17 
39 


9 
2 
65 
24 
24 


75 
52 
86 
39 
76 


70 
89 
112 
142 
105 


56.1 
569 
81.0 
53.8 
58.4 


12 

12 
01 
12 
12 


0.61 
1  79 
056 

-0.32 
-1.23 


0.72 
2  08 
0.76d 
1.19 
1.02 


1.77 
2  39 
0.98 
1  78 
1.95 


13.6 
4.2 
2.0 

14.0 
9.2 


Paper 
Containers 
Office  equipment 
Nonbank  financial 
Fuel 


!9 

35/28 

129 

1 1 

5  94 

64 

5 

63 

115 

63  5 

12 

2.27 

2  65 

2.68 

2  6 

Utilities 

15 

156/114 

259 

NM 

0.00 

0 

13 

86 

24 

220.0 

12 

-17.34 

-2.64 

7.61 

28.8 

Transportation 

il 

55/40 

213 

13 

2  51 

34 

4 

86 

64 

98  6 

12 

3.97 

3  80 

4.18 

3.4 

Consumer  products 

17 

41/24 

430 

24 

1.52 

37 

37 

55 

89 

86.8 

08 

1  68 

1.53 

2.07 

6.3 

Food 

15 

40/31 

166 

12 

3.47 

41 

10 

75 

94 

65.6 

12 

1.97 

2  91 

3.60 

4  7 

Nonbank  financial 

17 

50/28 

581 

28 

0.00 

0 

26 

88 

87 

181.1 

01 

1.41 

1.34 

206 

8.7 

Leisure 

!4 

26/12 

465 

40 

0.00 

0 

71 

78 

135 

129.7 

06 

-1.10 

060 

0.88 

4.5 

Office  equipment 

19 

42/25 

254 

14 

1  45 

21 

54 

74 

83 

74.7 

03 

2.07 

2  68d 

3.26 

1.8 

Electrical 

>7 

30/17 

204 

32 

0.00 

0 

48 

46 

118 

154.9 

12 

-0.03 

0.85d 

1.08 

5.6 

Telecommunications 

19 

41/25 

288 

23 

0.87 

20 

19 

43 

82 

148.7 

01 

1.67 

1.71 

2.23 

6.3 

Retailing 

10 

44/31 

339 

19 

1.79 

34 

1 1 

61 

79 

62  7 

12 

2  10 

2.10 

2.42 

1.7 

Manufacturing 

!2 

27/19 

226 

18 

0.37 

7 

-13 

19 

148 

40  7 

09 

1.16 

1  22 

1.39 

5.0 

Food 

8 

60/36 

251 

28 

1  67 

48 

40 

59 

55 

96.4 

12 

1  52 

2.02 

3.08 

11.4 

Paper 

(3 

29/22 

141 

15 

7.53 

1 10 

-9 

29 

134 

49  2 

12 

2.02 

1.60 

2.05 

3  9 

Utilities 

>2 

67/52 

346 

21 

1.16 

25 

14 

64 

51 

47  2 

12 

2.58 

2.88 

3.22 

1.6 

Services 

13 

62/41 

245 

11 

2.60 

30 

-27 

53 

73 

41.9 

12 

3.58 

3  76 

4.40 

3.9 

Nonbank  financial 

>7 

62/51 

260 

21 

2.45 

52 

-2 

69 

55 

54.3 

12 

2.65 

2  68 

3.25 

3.4 

Publishing/TV 

»1 

26/20 

127 

NM 

7.32 

NM 

-1 1 

34 

153 

29.0 

12 

1.70 

0.01 

1.89 

3.2 

Utilities 

0 

22/6 

368 

35 

0.00 

0 

NA 

61 

160 

203.5 

12 

-0.72 

0.56 

0.80 

11.3 

Health  care 

5 

38/30 

306 

19 

1.59 

30 

9 

61 

89 

42.5 

12 

1.63 

1.85 

2.05 

2  0 

Housing 

»7 

35/25 

143 

10 

4  13 

39 

-12 

60 

115 

63.1 

12 

1.93 

2.85 

3.29 

2.1 

Banks 

11 

46/28 

531 

NM 

2.42 

DEF 

13 

70 

75 

145.4 

12 

-4.92 

-2.96 

2.76 

27.9 

Metals 

5 

40/30 

255 

16 

068 

1 1 

16 

81 

88 

73.2 

12 

2.01 

2.22 

2  63 

2.3 

Leisure 

.1 

25/14 

423 

15 

3.08 

47 

22 

75 

149 

78.9 

12 

1.15 

1  37 

1.65 

3.6 

Banks 

1 

55/41 

189 

NM 

1.97 

DEF 

0 

77 

60 

105.6 

12 

-1.83 

-5.38 

-0.27 

351.9 

Metals 

0 

34/25 

224 

13 

1.35 

17 

7 

64 

103 

48.3 

12 

1.79 

2.32 

2.61 

2.7 

Nonbank  financial 

'0 

71/24 

65! 

56 

0.00 

0 

155 

96 

44 

696.8 

12 

1.87 

1.24 

2.13 

4.2 

Office  equipment 

»7 

71/50 

180 

32 

0.00 

0 

33 

78 

46 

97.1 

07 

4.22 

2.10 

4.32 

4.4 

Electrical 

•6 

30/25 

164 

9 

4.64 

43 

-3 

70 

118 

101.4 

12 

2.27 

2.80 

3.03 

2.6 

Banks 

!4 

25/17 

132 

15 

0.00 

0 

27 

84 

126 

136.2 

01 

1.19 

1.56 

1.66 

4.2 

Retailing 

!3 

32/15 

863 

NM 

0.00 

0 

53 

45 

131 

65  1 

12 

-0.22 

-0.04d 

0.04 

350.0 

Leisure 

6 

20/13 

318 

23 

0.00 

0 

6 

6 

183 

1 1.9 

12 

0.65 

071d 

0.78 

2.6 

Utilities 

0 

58/43 

317 

19 

1.75 

34 

-2 

76 

59 

84.0 

12 

2.84 

2.60 

3  64 

1.4 

Health  care 

8 

31/22 

297 

NM 

2.00 

800 

0 

46 

106 

55.1 

12 

-0.14 

0.07 

1.03 

9.7 

Publishing/TV 

!9 

34/27 

139 

9 

4.35 

40 

7 

49 

104 

79.9 

12 

2.26 

3.07 

3.34 

1.5 

Banks 

11 

49/37 

462 

22 

1.38 

31 

-1 

37 

72 

20.2 

11 

1.47 

1.86 

2  29 

1.3 

Manufacturing 

19 

40/33 

203 

14 

1  89 

27 

1  1 

88 

75 

53.5 

09 

2  58 

2.71 

3.04 

2.0 

Health  care 

12 

36/29 

99 

NM 

0  64 

DEF 

4 

79 

93 

43.6 

12 

-0.15 

-1.75 

-0.04 

775.0 

Paper 

»3 

120/80 

261 

1 1 

2  57 

28 

23 

55 

31 

66  1 

12 

6.59 

8  54 

6.49 

3.7 

Aerospace 

'1 

25/12 

566 

56 

0.47 

26 

78 

45 

137 

192.9 

12 

-1.31 

0.38 

0.51 

21.6 

Metals 

!2 

32/21 

198 

NM 

5  27 

DEF 

-20 

74 

132 

91.4 

01 

2  14 

-3  76 

1.80 

12  8 

Retailing 

17 

59/45 

242 

14 

2  29 

33 

-8 

43 

61 

27.1 

12 

2.75 

3.28 

3.71 

1.9 

Banks 

•3 

56/46 

334 

17 

3.37 

59 

18 

50 

54 

49.8 

06 

2.17 

3  07 

3.32 

1.5 

Consumer  products 

U 

284/212 

273 

19 

1  72 

32 

5 

53 

12 

19.0 

12 

10.80 

13.10 

13.23 

5.1 

Publishing/TV 

1 

72/19 

402 

27 

0.07 

2 

189 

64 

40 

423.1 

08 

0.17 

2.60 

7.30 

8.8 

Electrical 

THF  Rl  KINF^  WFFIC  limn 
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ute,  however,  may  be  slightly  longer.  For  the  dealer  nearest  you,  call  800-USA-LEXUS.  C7^\  |  f^fl 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

1 

S  MIL 

CHANGE 
FROM 
1993 

YEAR 
AGO 
RANK 

12 

MONTHS 

1993 
■5  MIL 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 
S  MIL 

CHANGE 
FROM 
1992 

12 
MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1993 

$  MIL. 

351 

IMCERA  GROUP 

2850 

34 

401 

1850 

5 

-974 

NM 

NM 

7.4 

NM 

-10.4 

2248 

1 

352 

GENERAL  INSTRUMENT 

2848 

45 

420 

1393 

30 

90.4 

NM 

6.5 

NM 

12  4 

23  2 

1776 

353 

TEMPLE-INLAND 

2843 

6 

338 

2736 

) 

673 

-54 

2.5 

5.4 

40 

4.0 

11959 

II 

354 

FOOD  LION 

2842 

-19 

265 

7610 

6 

3  9 

-98 

0.1 

2  5 

2.7 

0.4 

2504 

: 

355 

ALLEGHENY  POWER  SYSTEM 

2839 

-3 

312 

2332 

1 

232.9 

5 

10.0 

9.6 

8.2 

11.5 

5949 

i 

356 

STATE  STREET  BOSTON 

2826 

-20 

262 

1532 

8 

179.8 

12 

117 

1  1.3 

23.4 

16  3 

1 8720 

1 

357 

REEBOK  INTERNATIONAL 

2812 

-12 

300 

2894 

-4 

223.4 

95 

7.7 

3.8 

23.8 

26.4 

1465 

: 

358 

DELUXE 

2805 

-23 

257 

1582 

3 

141  9 

-30 

9  0 

13  2 

16  4 

17.7 

1252 

i 

359 

DSC  COMMUNICATIONS 

2800 

143 

618 

731 

36 

81.7 

604 

1 1.2 

2.2 

20.9 

13.2 

900 

i 

360 

POTOMAC  ELECTRIC  POWER 

2798 

-7 

306 

1725 

8 

241.6 

20 

14.0 

12.5 

7.3 

11.5 

6665 

l 

361 

CYPRUS  AMAX  MINERALS 

2769 

73 

485 

1764 

7 

100.2 

NM 

5.7 

NM 

3.8 

4  4 

5625 

i 

362 

ROADWAY  SERVICES 

2766 

-1 

354 

4156 

16 

1 19.3 

-19 

2  9 

4.1 

1 1  7 

1 1.7 

1846 

363 

NORTHERN  STATES  POWER 

2759 

-6 

314 

2404 

11 

21 1.7 

32 

8.8 

7.5 

8.4 

10.8 

5588 

\ 

364 

SOUTHERN  PACIFIC  RAIL 

2751 

NA 

NR 

2919 

1 

-44.9 

NM 

NM 

1.2 

NM 

-16.4 

3417 

365 

CINCINNATI  FINANCIAL 

2742 

-1  1 

292 

1442 

11 

216.0 

26 

15.0 

13.1 

10.9 

10.4 

4602 

i 

366 

DANA 

2731 

3  1 

415 

5563y 

1 1 

128.5 

198 

2.3 

09 

11.5 

17  4 

4632 

1 

367 

FREEPORT-MCMORAN 

2712 

1 

335 

161 1 

-3 

-96.9 

NM 

NM 

1 1.3 

NM 

NA 

3714 

! 

368 

HARCOURT  GENERAL 

2696 

3 

341 

3681 

11 

158.6 

42 

4.3 

3.3 

10.7 

15  1 

5977 

! 

369 

SHAW  INDUSTRIES 

2691 

3 

349 

2476 

22 

1 17.6 

49 

4.8 

3.9 

13  8 

16.8 

1454 

! 

370 

SAN  DIEGO  GAS  &  ELECTRIC 

2679 

-12 

309 

1980 

6 

218.7 

4 

1 1.0 

11.3 

9.2 

13.9 

4702 

a 

371 

BEAR  STEARNS 

2669 

40 

438 

3394 

30 

474.3 

60 

14.0 

114 

22.0 

30.2 

65313 

2 

372 

BAKER  HUGHES 

2668 

1  8 

285 

2642 

1 

71.5 

NM 

2.7 

NM 

4.4 

3.7 

3143 

1 

373 

SUPERVALU 

2663 

16 

380 

16104 

42 

182.6 

13 

1.1 

1.4 

102 

14.8 

4181 

7 

374 

REPUBLIC  NEW  YORK 

2662 

5 

352 

2328 

-1 

301.2 

16 

12.9 

11.1 

7.7 

12.5 

39494 

375 

NIAGARA  MOHAWK  POWER 

2653 

-1  1 

301 

3933 

6 

271.8 

6 

6.9 

6.9 

7.4 

9.8 

9424 

? 

376 

SONAT 

2645 

!  8 

385 

1741 

17 

265.1 

163 

15.2 

6.8 

15  5 

19  9 

311 1 

0 

377 

GOLDEN  WEST  FINANCIAL 

2645 

-13 

302 

1932 

-5 

273.9 

-3 

14.2 

14.0 

NA 

13.3 

28829 

1 

378 

ENGELHARD 

2639 

8 

339 

2151y 

-10 

16.7 

-83 

0  8 

4.2 

NM 

3.1 

1279 

J 

379 

U.S.  BANCORP 

2636 

2 

353 

1966 

2 

257.9 

24 

13.1 

10.8 

NA 

14.7 

21416 

1 

380 

WISCONSIN  ENERGY 

2633 

-8 

319 

1644 

6 

192.9 

10 

1 1.7 

1 1.3 

8.9 

11.4 

4223 

i 

381 

FLORIDA  PROGRESS 

2632 

-15 

297 

2449 

17 

209.3 

9 

8.5 

9.2 

7.8 

10.8 

5628 

0 

382 

ALCO  STANDARD 

2624 

36 

432 

6922y 

33 

14.7 

-87 

0  2 

2.1 

2.0 

03 

3349 

s 

383 

SUN  MICROSYSTEMS 

2619 

-29 

254 

4493 

17 

188.2 

47 

42 

3.3 

1 1.3 

12.5 

2574 

7 

384 

TANDY 

2619 

65 

478 

4103y 

9 

195.6 

31 

4  8 

4.0 

10  2 

1 1.0 

3305 

! 

385 

PANHANDLE  EASTERN 

2612 

12 

377 

2121 

-10 

148.1 

-21 

7.0 

8.0 

NA 

8.9 

6493 

2 

386 

ANADARKO  PETROLEUM 

2608 

42 

447 

476 

27 

400 

46 

8.4 

73 

4.0 

4.7 

1952 

5 

387 

MEAD 

2604 

1 

356 

4790 

2 

124.1 

230 

2  6 

08 

62 

7.9 

4165 

t 

388 

MCKESSON 

2602 

51 

453 

12203y 

6 

150.5 

170 

1.2 

0.5 

18.6 

27.3 

3203 

» 

389 

LONG  ISLAND  LIGHTING 

2594 

-16 

293 

2881 

10 

296.6 

-2 

10.3 

1 1.5 

8.1 

10.6 

12333 

1 

390 

NATIONAL  MEDICAL  ENTERPRISES 

2592 

64 

490 

3435 

-3 

170.9 

44 

5.0 

3.3 

9.8 

11.6 

3725 

i 

391 

KROGER 

2585 

74 

504 

22384 

1 

170.8 

69 

0.8 

0.5 

278 

NM 

4306 

1 

392 

PREMARK  INTERNATIONAL 

2565 

72 

525 

3097 

5 

172  5 

NM 

5  6 

0.2 

19.2 

22  9 

2117 

393 

WILLIAMS 

2538 

25 

41 1 

2438 

-1 

231.8 

81 

9.5 

5.2 

10.1 

13  9 

4937 

394 

MBIA 

2530 

-8 

332 

429 

31 

246.1 

30 

57  4 

575 

14.1 

15.4 

4106 

395 

SIGMA-ALDRICH 

2528 

-1 

344 

739 

13 

107  2 

12 

14.5 

14.6 

18.2 

18  7 

730 

396 

IVAX 

2523 

5  4 

464 

645 

31 

84.7 

72 

13.1 

10  0 

NA 

206 

658 

397 

LUBRIZOL 

2514 

29 

417 

1526 

-2 

85.0 

-32 

5.6 

8  0 

113 

116 

1183 

398 

PRAXAIR 

2510 

12 

396 

2438 

-6 

143.0 

70 

5  9 

3.2 

14  5 

22  9 

3325 

399 

CHIRON 

2504 

60 

502 

286a 

25 

-316 

NM 

NM 

NM 

NA 

-6.2 

733 

400 

DELTA  AIR  LINES 

2491 

2 

361 

12295 

6 

-225  8 

NM 

NM 

NM 

NA 

-17.2 

11729 
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.UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

NI  12-MONTH 
RE  HIGH/ 

s 

PRICE 
AS%OF 

VALUE 

(AllO 

PAYOUT 

% 

TOTAl 
RETURN 

INSTI- 
TUTIONS 
HOLDING 

% 

SHIS. 
OUT 
MIL 

TU«N- 
OVER 

% 

FY 

1992 
ACTUAL 
5 

1993 
ACTUAL 

s 

ANALYSTS'  ESTIMATES 
1994  VAIL 
EST  ATION 

S  % 

7  39/23 

303 

NM 

1.35 

DEF 

35 

79 

77 

91.0 

06 

1.65 

-1.48 

2.07 

3.4 

Health  care 

7  62/26 

732 

32 

0.00 

0 

42 

68 

60 

195.8 

12 

-0.84 

1.48 

1.89 

11.1 

Electrical 

1  55/37 

167 

42 

1.95 

83 

8 

83 

55 

60.2 

12 

2.65 

1.21 

2.44 

13.1 

Containers 

6  8/5 

310 

NM 

1.50 

880 

-18 

7 

484 

28  0 

12 

0  37 

001 

0  35 

1 1.4 

Food 

4  28/23 

151 

13 

6.80 

87 

0 

38 

118 

36.8 

12 

1.83 

1.88 

1.93 

1.6 

Utilities 

7  48/29 

256 

16 

1  50 

24 

-20 

71 

76 

141.9 

12 

2.10 

2.36 

2  62 

15 

Banks 

3  39/23 

332 

13 

0.91 

12 

-6 

71 

85 

98.8 

12 

1.24 

2.53 

2.95 

2.4 

Consumer  products 

i  48/32 

350 

20 

4.24 

84 

-18 

63 

83 

53  9 

12 

2.42 

1.71 

2.27 

84 

Office  equipment 

1  73/25 

453 

36 

0.00 

0 

108 

87 

52 

692.0 

12 

026 

1.53 

2.17 

5.1 

Telecommunications 

4  29/23 

143 

12 

6.99 

85 

-4 

18 

118 

32.1 

12 

1.66 

1.95 

1.96 

5.1 

Utilities 

)  36/21 

125 

16 

2  64 

43 

-8 

40 

92 

95.2 

12 

-6.31 

1.85 

1.18 

52.5 

Metals 

5  74/52 

272 

23 

1  99 

46 

2 

70 

39 

1 18.2 

12 

3.73 

3.02 

3  34 

6.0 

Transportation 

48/40 

151 

14 

6.25 

85 

-6 

28 

67 

32.8 

12 

2.31 

3.02 

3.15 

2.5 

Utilities 

23/14 

891 

NM 

0.00 

0 

NA 

39 

131 

NA 

12 

034 

-0.46 

0.87 

299 

Transportation 

5  67/50 

141 

14 

2.06 

28 

-10 

33 

50 

25.1 

12 

3.39 

3.94 

3.77 

4.2 

Nonbank  financial 

5  61/44 

369 

20 

2.88 

58 

26 

70 

49 

60.2 

12 

0.98 

2.78 

3  72 

6.5 

Automotive 

>  23/16 

3062 

NM 

6.45 

DEF 

8 

76 

140 

45.7 

12 

1.17 

-0.84 

0.37 

54.1 

Chemicals 

5  46/31 

257 

17 

1.72 

29 

14 

55 

77 

53  1 

10 

1.44 

2.08 

2.14 

4.7 

Conglomerates 

?  26/14 

384 

26 

1.17 

31 

3 

69 

144 

101.9 

06 

0.47 

0.72 

1.01 

3.0 

Manufacturing 

3  28/22 

177 

13 

6.43 

82 

-8 

17 

116 

18.3 

12 

1.77 

1  81 

1.85 

2.7 

Utilities 

2  26/15 

176 

7 

2.77 

20 

38 

55 

123 

74.7 

06 

2.45 

3.00 

3.28 

9.1 

Nonbank  financial 

>  30/19 

166 

56 

2.42 

135 

-17 

76 

140 

120.5 

09 

0.00 

0.34 

0.73 

27.4 

Fuel 

'  40/30 

216 

14 

2.38 

33 

17 

75 

72 

55.5 

02 

2.31 

2  646 

3.00 

2.3 

Food 

54/45 

121 

10 

2.14 

21 

7 

54 

53 

370 

12 

442 

5.20 

5.62 

2  5 

Banks 

>  26/18 

108 

11 

5.37 

58 

-10 

41 

142 

63.5 

12 

1.61 

1.71 

1.82 

2.7 

Utilities 

)  37/26 

198 

10 

3.56 

35 

21 

71 

87 

84  3 

12 

118 

3.05 

1  87 

8  6 

Utilities 

49/37 

128 

10 

0.73 

7 

-12 

69 

64 

48.3 

12 

4.46 

4.28 

4.66 

3.4 

Nonbank  financial 

3  29/19 

497 

NM 

1.60 

259 

-4 

56 

96 

51  2 

12 

1.00 

0.17 

1.35 

3.7 

Chemicals 

'  29/22 

158 

11 

3.32 

36 

5 

57 

99 

77.3 

12 

2.05 

2.47 

2  67 

2.6 

Banks 

5  29/24 

160 

14 

5.42 

75 

-5 

33 

105 

27.9 

12 

1.67 

1  81 

1  97 

3.6 

Utilities 

)  36/29 

145 

13 

6.68 

89 

-10 

33 

89 

35.7 

12 

2.06 

2.22 

2.33 

2.1 

Utilities 

5  59/41 

319 

NM 

1.79 

DEF 

37 

51 

47 

70.7 

09 

2.22 

-0.04 

2.84 

3.9 

Conglomerates 

'  37/21 

174 

18 

0.00 

0 

-23 

76 

97 

396.9 

06 

1.71 

1.49 

2.16 

6  9 

Office  equipment 

2  51/25 

185 

17 

1.45 

24 

68 

55 

63 

1 15.4 

12 

2.24 

2.48 

3  00 

4.7 

Retailing 

2  27/20 

157 

17 

3.84 

65 

5 

68 

119 

55.5 

12 

1.73 

1.29 

1.65 

7.3 

Utilities 

5  52/33 

306 

64 

067 

43 

35 

72 

59 

125.0 

12 

049 

0.70 

113 

20.4 

Fuel 

i  49/40 

165 

21 

2.27 

48 

3 

93 

59 

62.8 

12 

0.63 

2.08 

2.89 

6.2 

Paper 

»  69/39 

495 

22 

2.61 

58 

56 

59 

40 

71.1 

03 

2.69 

2.89d 

3.26 

2  5 

Health  care 

)  30/23 

114 

11 

7.70 

83 

-10 

46 

112 

63.8 

12 

2.14 

2.15 

2.22 

2.7 

Utilities 

i  16/7 

176 

14 

0.00 

0 

67 

71 

166 

129  1 

05 

0.96 

1.14d 

1.25 

5.6 

Health  care 

i  26/16 

NEG 

15 

0.00 

0 

48 

53 

107 

90.4 

12 

Mil 

1.60 

2.00 

5.0 

Food 

)  88/43 

341 

16 

1  39 

22 

73 

76 

32 

84.3 

12 

0  14 

5.15 

6.01 

6  2 

Conglomerates 

5  32/22 

160 

11 

3.41 

38 

17 

79 

103 

103.2 

12 

1.25 

2.20 

1.88 

2.7 

Utilities 

81/57 

158 

10 

1.72 

18 

-7 

87 

42 

71.8 

12 

4.62 

5.80 

5  88 

2.2 

Nonbank  financial 

55/45 

442 

24 

0.65 

15 

0 

61 

50 

70.9 

12 

1.92 

2  15 

2.45 

1.6 

Health  care 

5  37/21 

614 

30 

0.06 

2 

44 

19 

72 

72  6 

12 

0.65 

1.17 

1.53 

5.9 

Health  care 

3  38/28 

343 

30 

2.33 

70 

35 

68 

67 

75.3 

12 

1.81 

1.25 

2.11 

7.1 

Chemicals 

'  20/14 

402 

1 8 

1.33 

24 

1 1 

70 

134 

71.2 

12 

0  64 

1.06 

1.20 

5.0 

Chemicals 

3  96/40 

491 

NM 

0.00 

0 

57 

64 

32 

556.3 

12 

-3.18 

0.50d 

1.22 

10  7 

Health  care 

)  61/46 

128 

NM 

040 

DEF 

1 

72 

50 

157.8 

06 

-10.60 

-10.54 

-0  73 

323.3 

Transportation 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$  MIL 

CHANGE 
1993 

YEAR 
AGO 
RANK 

12 

MONTHS 

1993 
'S  MIL 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 
SMI1 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1993 
SMIL 

401 

NALCO  CHEMICAL 

2481 

-3 

357 

1389 

1 

152.7 

5 

11.0 

10.5 

22.1 

27.1 

1212 

402 

BANK  OF  BOSTON 

2473 

-9 

389 

7396 

27 

274.8 

34 

3.7 

3  5 

NA 

10  6 

40588 

403 

UNISYS 

247  1 

22 

402 

7743y 

-8 

361.6 

22 

4.7 

3.5 

11.7 

25.2 

7519 

Hll 

SAFEWAY 

2470 

115 

636 

15215 

0 

123.3 

25 

0  8 

0  7 

NA 

38.6 

5060 

405 

MARVEL  ENTERTAINMENT  GROUP 

2470 

152 

697 

415 

86 

56.0 

71 

13.5 

14.6 

19.2 

44.7 

447 

406 

ASHLAND  OIL 

2465 

52 

470 

9574 

-1 

175.9 

NM 

1.8 

NM 

9.1 

13.7 

5470 

407 

INTERPUBLIC  GROUP 

2458 

7 

392 

1794y 

-3 

125.3 

12 

7.0 

6.0 

18.2 

22.7 

2612 

408 

PENNZOIl 

2456 

5 

376 

2782y 

18 

160.2 

820 

5  8 

0.7 

9  1 

11.1 

4886 

409 

PROGRESSIVE 

2433 

12 

397 

1955y 

12 

267.3 

91 

13.7 

8.0 

19.4 

29.9 

4011 

410 

AMERICAN  POWER  CONVERSION 

2431 

128 

639 

250 

59 

48  6 

75 

19.4 

17.6 

36.8 

36.8 

159 

411 

NATIONAL  SEMICONDUCTOR 

2428 

107 

612 

2191 

18 

186.0 

88 

8.5 

5.3 

18.8 

17.2 

1591 

412 

WELLFLEET  COMMUNICATIONS 

2425 

105 

629 

267 

1  17 

42  2 

134 

15.8 

14.6 

32  9 

32  9 

190 

413 

TYCO  INTERNATIONAL 

2422 

20 

410 

3134 

0 

79.2 

-22 

2.5 

3.2 

NA 

8.3 

2309 

414 

JOHNSON  CONTROLS 

2405 

28 

443 

6255 

15 

143.3 

13 

2  3 

2  3 

NA 

14  7 

3231 

415 

TECO  ENERGY 

2356 

-9 

350 

1284 

9 

153.9 

1 

12.0 

12.9 

10.0 

14.8 

3128 

416 

BROWN-FORMAN 

2349 

1  0 

399 

1409 

2 

163.3 

5 

1  1.6 

11.3 

17  5 

19  6 

1413 

417 

HUNTINGTON  BANCSHARES 

2349 

3 

444 

1542 

6 

236.9 

47 

15.4 

11.1 

18.6 

19.5 

17619 

418 

JEFFERSON-PILOT 

2331 

-8 

347 

1247 

4 

219.3 

8 

17.6 

16.9 

12.4 

1 2.4 

5641 

419 

NEW  ENGLAND  ELECTRIC  SYSTEM 

2323 

-14 

342 

2234 

2 

201.5 

3 

90 

90 

8.5 

12.6 

4780 

420 

KERR-MCGEE 

2318 

4 

394 

3281 

-3 

77.1 

NM 

2.4 

NM 

NM 

5.5 

3550 

421 

WESTVACO 

2308 

-1 

384 

2361 

0 

51.4 

-60 

2.2 

5.5 

3  3 

2.8 

3928 

422 

HEALTHTRUST 

2302 

95 

664 

2425 

5 

140.7 

35 

5.8 

4.5 

1 2.8 

20.2 

2489 

423 

COCA-COLA  ENTERPRISES 

2293 

27 

451 

5465 

7 

-15.0 

NM 

NM 

NM 

NM 

-1.2 

8693 

424 

MIRAGE  RESORTS 

2288 

107 

696 

953 

14 

48 .1 

30 

5.0 

4.4 

7.3 

7  9 

1684 

425 

GAYLORD  ENTERTAINMENT 

2284 

37 

468 

623 

10 

63.0 

8 

10.1 

10.4 

13.5 

30.5 

914 

42li 

FRUIT  OF  THE  LOOM 

2281 

-36 

266 

1883a 

3 

200.1 

17 

106 

9.4 

11.5 

203 

2734 

427 

PACCAR 

2263 

12 

418 

3542 

29 

142.2 

118 

4.0 

2  4 

NA 

12.9 

3291 

428 

SPIEGEL 

2263 

147 

679 

2596 

17 

48  7 

25 

19 

18 

6  1 

10  7 

2211 

429 

SERVICE  CORP.  INTERNATIONAL 

2262 

58 

512 

899 

16 

103  1 

19 

1 1.5 

11.2 

7.4 

12  0 

3503 

430 

GREAT  WESTERN  FINANCIAL 

2259 

-4 

374 

2978y 

-11 

62  0 

15 

2.1 

1.6 

NA 

NA 

38348 

431 

NORTHERN  TRUST 

2257 

-9 

359 

1259 

2 

167.9 

12 

13.3 

12.1 

12.2 

17.1 

16737 

432 

COOPER  TIRE  &  RUBBER 

2257 

19 

305 

11  94 

2 

102.2 

-6 

8  6 

9  2 

17.6 

18.6 

890 

433 

MOLEX 

2249 

19 

435 

900 

10 

82.6 

16 

9.2 

8.7 

NA 

10.5 

985 

434 

TELEPHONE  &  DATA  SYSTEMS 

2230 

45 

507 

591 

30 

33.9 

-12 

5.7 

8  5 

2  9 

2  7 

2168 

435 

SONOCO  PRODUCTS 

2206 

7 

406 

1947 

6 

118  8 

46 

6.1 

4.4 

15.1 

19.6 

1345 

436 

FIRST  OF  AMERICA  BANK 

2180 

-8 

370 

1  194 

5 

247.4 

46 

20.7 

1  4  9 

NA 

175 

21230 

437 

ETHYL 

2176 

-33 

282 

1938 

15 

90.0 

-16 

4.6 

6.3 

NA 

11.8 

2000 

438 

PERRIGO 

2173 

42 

480 

634 

24 

52.4 

38 

8.3 

7.4 

15  3 

19  6 

455  | 

439 

PREMIER  INDUSTRIAL 

2169 

-13 

363 

713 

8 

91  3 

9 

12.8 

12.7 

217 

22.0 

484  j 

440 

FOREST  LABORATORIES 

2163 

54 

528 

343y 

20 

75.7 

25 

22.1 

21  2 

14.7 

14.6 

559  J 

441 

CINCINNATI  GAS  &  ELECTRIC 

2158 

-4 

382 

1752 

13 

-8.7 

NM 

NM 

13.0 

NM 

-2.2 

5144  J 

442 

SENSORMATIC  ELECTRONICS 

2140 

77 

565 

549 

NA 

63.2 

NA 

1  1.5 

NA 

9  3 

12  1 

1029  j 

443 

U.S.  CELLULAR 

2140 

83 

61 1 

247 

51 

-25  4 

NM 

NM 

3  8 

NM 

-4.7 

1245  j 

444 

SCANA 

2139 

6 

430 

1264 

1  1 

1 74  2 

40 

13.8 

10.9 

9.2 

12  7 

4054  lj 

445 

UNITRIN 

2138 

-2 

398 

1363 

0 

95  0 

-42 

7.0 

12.0 

4.5 

4.5 

4895  n 

446 

SYBASE 

2137 

66 

569 

427 

61 

44  1 

86 

10  3 

9  0 

NA 

26  8 

295 

447 

BORDEN 

2116 

-41 

252 

5506 

-6 

-34.6 

NM 

NM 

NM 

NM 

-3.6 

5216  i 

448 

E.W.  SCRIPPS 

2099 

5 

428 

1206 

-5 

128.7 

21 

10  7 

8  4 

16  8 

16.5 

1678  I) 

449 

PALL 

2089 

-6 

414 

683 

-2 

97  2 

24 

14.2 

11.2 

18.3 

18  0 

872  . 

450 

RYDER  SYSTEM 

2077 

6 

395 

4217 

5 

114  7 

17 

2.7 

2.4 

NA 

8.7 

4258  | 
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IUATION 


DIVIDENDS 


EARNINGS  PER  SHARE 


INDUSTRY  GROUP 


NT 
IE 

:e 

12  MONTH 
HIGH/ 
IOW 
S 

PRICE 
AS%OF 
BOOK 
VAlUf 

ri 

RATIO 

YIELD 

X 

PAYOUT 

% 

TOTAl 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1992 
ACTUAL 
$ 

1993 
ACTUAL 

5 

ANALYSTS  ESTIMATES 
1994  VARI- 
ES! ATION 

5  % 

6 

38/30 

474 

18 

2.50 

44 

1 

66 

69 

58.9 

12 

1.90 

2.03 

2.05 

3.4 

Chemicals 

3 

29/20 

109 

10 

3.76 

39 

-8 

58 

106 

123.3 

12 

2.10 

2.28 

3.26 

6.4 

Banks 

5 

15/10 

259 

10 

0.00 

0 

16 

32 

170 

140.2 

12 

1.06 

1.46 

1.46 

5.5 

Office  equipment 

5 

25/11 

773 

25 

0.00 

0 

113 

27 

100 

667 

12 

0.83 

1.00 

1.57 

3.8 

Food 

5 

36/9 

1974 

46 

0.00 

0 

151 

16 

97 

85.9 

12 

0.33 

0.55 

0.74 

1.4 

Publishing/TV 

1 

42/24 

205 

18 

2.44 

44 

56 

57 

60 

80.4 

09 

-1.18 

2.26 

2.72 

7.4 

Fuel 

3 

35/24 

445 

20 

1.53 

30 

8 

80 

75 

63.0 

12 

1.50 

1.67 

1.91 

2.1 

Services 

4 

71/52 

170 

14 

5.61 

79 

-2 

70 

46 

72.0 

12 

0.43 

3.80 

2.15 

21.9 

Fuel 

4 

46/28 

282 

9 

0.59 

6 

5 

75 

72 

58.7 

12 

2.09 

3.59 

2.77 

7.2 

Nonbanlc  financial 

7 

28/12 

1843 

50 

0.00 

0 

121 

50 

91 

300  8 

12 

0.31 

053 

0.74 

2  7 

Electrical 

2 

22/11 

254 

13 

0.00 

0 

98 

78 

112 

203.4 

05 

0.98 

1.64d 

1.79 

9.5 

Electrical 

0 

80/37 

1888 

90 

0.00 

0 

100 

82 

31 

669.0 

06 

0.38 

0.88 

1.77 

5.1 

Office  equipment 

2 

55/37 

254 

33 

0.77 

25 

21 

73 

46 

47.9 

06 

2.06 

1.58 

2.73 

1.1 

Manufacturing 

9 

62/45 

264 

19 

2.43 

46 

31 

65 

41 

48.0 

09 

2.86 

3.16 

3.57 

2.0 

Electrical 

0 

26/20 

232 

16 

4.71 

74 

-5 

37 

116 

26.0 

12 

1.30 

1.30 

1.45 

2.8 

Utilities 

5 

89/73 

283 

15 

3.33 

50 

13 

44 

28 

24.2 

04 

5.65 

5.72d 

6.78 

2.7 

Consumer  products 

3 

28/20 

194 

10 

3.54 

35 

4 

19 

104 

42.6 

12 

1.64 

2.31 

2.66 

1.9 

Banks 

7 

58/43 

132 

11 

3.31 

36 

-4 

43 

49 

36.8 

12 

3.99 

4.36 

3.89 

2.1 

Nonbank  financial 

i 

43/35 

154 

12 

6.27 

76 

-9 

33 

65 

28.5 

12 

2.85 

2.93 

3.11 

3.9 

Utilities 

5 

56/44 

167 

29 

3.39 

97 

1 

67 

52 

58.3 

12 

-0.53 

1.57 

2.47 

17.0 

Fuel 

5 

38/31 

127 

41 

3.19 

129 

2 

58 

67 

30.7 

10 

2.06 

0.85 

1.73 

10.4 

Paper 

3 

30/13 

331 

18 

0.00 

0 

96 

49 

81 

81.4 

08 

0.90 

1.62 

1.96 

2.0 

Health  care 

B 

18/13 

185 

NM 

0.28 

DEF 

27 

35 

129 

20.3 

12 

-0.11 

-0.11 

0.31 

22.6 

Consumer  products 

5 

27/13 

378 

44 

0.00 

0 

70 

67 

91 

147.7 

12 

0.53 

0.58 

1.22 

6.6 

Leisure 

7 

33/18 

1105 

37 

0.88 

32 

37 

29 

84 

19.8 

12 

0.35 

0.74 

0.80 

17.5 

Publishing/TV 

3 

49/23 

231 

NA 

0.00 

0 

-36 

89 

76 

163.7 

12 

2.48 

NA 

2  45 

7.3 

Consumer  products 

3 

62/47 

205 

16 

3.21 

51 

16 

46 

39 

61.4 

12 

1.68 

3.66 

4.85 

9.9 

Automotive 

24/8 

496 

45 

1.14 

51 

141 

10 

108 

42.9 

12 

0.38 

0.47 

0.79 

6.3 

Retailing 

7 

28/19 

264 

22 

1.57 

34 

46 

76 

85 

64.7 

12 

1.13 

1.24 

1.41 

2.1 

Services 

7 

21/15 

NA 

61 

5.37 

329 

0 

84 

132 

95.7 

12 

0.30 

028 

1.89 

10.1 

Nonbank  financial 

3 

51/37 

239 

14 

2.07 

30 

-7 

71 

53 

74.0 

12 

2.64 

2.96 

3.32 

1.2 

Banks 

7 

40/20 

410 

22 

0.81 

18 

-18 

63 

84 

121.0 

12 

1.30 

1.22 

1.42 

3.5 

Automotive 

6 

39/29 

287 

30 

0.11 

3 

18 

21 

63 

28.6 

06 

1.08 

1.19 

1.42 

1.4 

Electrical 

5 

57/36 

188 

68 

0.75 

51 

23 

69 

49 

46  5 

12 

0.91 

0.67 

1  03 

14.6 

Telecommunications 

5 

26/20 

367 

19 

2.14 

40 

9 

35 

87 

44.8 

12 

0.94 

1.35 

1.46 

4.8 

Containers 

7 

43/35 

158 

9 

4.37 

38 

-8 

32 

60 

24.9 

12 

2.86 

4.20 

453 

1.8 

Banks 

3 

30/17 

284 

24 

3.27 

79 

4 

48 

118 

47.1 

12 

2.27 

0.76 

1.13 

6.2 

Chemicals 

9 

35/20 

815 

50 

0.00 

0 

41 

50 

75 

128.3 

06 

0.41 

0.58 

0.74 

2.7 

Health  care 

5 

31/24 

523 

22 

1.58 

35 

-11 

20 

86 

9.6 

05 

1.02 

1  15d 

1.29 

3.1 

Services 

3 

53/28 

417 

29 

0.00 

0 

53 

73 

43 

82.6 

03 

1.42 

].75d 

2.17 

1.8 

Health  care 

5 

30/24 

142 

NM 

7.02 

DEF 

0 

48 

88 

50.0 

12 

2.04 

-0.39 

2.20 

3.2 

Utilities 

i 

37/23 

410 

38 

0.61 

23 

66 

90 

59 

99.1 

06 

0.66 

0.97 

1.15 

0.9 

Electrical 

3 

39/22 

395 

NM 

0.00 

0 

28 

10 

76 

7.8 

12 

0.11 

-0.45 

0.12 

166.7 

Telecommunications 

& 

52/45 

162 

12 

5.97 

74 

6 

46 

47 

37.4 

12 

2  84 

3.72 

3.61 

2.5 

Utilities 

1 

47/39 

102 

23 

3.39 

77 

1 

43 

52 

38.2 

12 

3.15 

1.83 

3.03 

3.6 

Nonbank  financial 

5 

48/25 

1297 

52 

0.00 

0 

58 

82 

47 

605.7 

12 

0.48 

0.86 

1.20 

3.3 

Office  equipment 

5 

27/14 

220 

NM 

2.00 

DEF 

-38 

50 

141 

135.5 

12 

-1.47 

-0.25 

0.88 

10.2 

Food 

3 

31/23 

270 

16 

1.56 

26 

7 

22 

75 

10.0 

12 

1.43 

1.72 

1.22 

3.3 

Publishing/TV 

3 

21/16 

387 

21 

2.06 

44 

-5 

64 

116 

49.8 

07 

0.77 

0.85 

0.94 

4.3 

Conglomerates 

7 

34/25 

163 

19 

2.23 

42 

7 

84 

77 

75  6 

12 

1.43 

1.43 

1.92 

7.3 

Transportation 
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COMPANY 

l  U  PI  r  fl  n  I 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS  1 

CHANGE 
FROM 
1993 

YEAR 
AGO 

12 

MONTHS 
1993 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  I 
MONTHS  1 
1993  j 

RPINXFP  INTFPN  ATION  Al 

56 

544 

740 

28 

56  9 

38 

7  7 

7  2 

16  1 

1 5  5 

485  y 

452 

A  M  F  D  I  (  A  U  f.  D  F  F  T  1 U  A  t 

2067 

1  8 

449 

1  740 

6 

1 25.4 

1 9 

7.2 

6.4 

1 2.4 

1 2.3 

1682  j! 

AZ1 

ur,yn  RANKIN fi 

2066 

42 

520 

1  1 69 

12 

1 74  4 

60 

14  9 

1 0  5 

20  5 

1 8  8 

1 1 849  9 

454 

H  F  AHMANtflN 

2060 

-15 

369 

3 1 0Oy 

-1 5 

- 1 38  0 

NM 

NM 

NM 

NA 

NA 

50871  i 

4O0 

DDI 

2057 

-4 

408 

1  1 65 

1 3 

147  7 

0 

1 2  7 

14  3 

9  3 

1 3  5 

3305  1 

45b 

RHf  f  OMMIINIf  ATION^ 

7  ft  C  j 
I  U  J  4 

1  9 

460 

41  2 

34 

224  3 

1 05 

54  4 

35  5 

1 3  2 

1 2  7 

2262  R 

457 

caiitui  tun 
iUU 1  nLANU 

2050 

60 

559 

68 1 4z 

-9 

— 11.3 

NM 

NM 

NM 

NA 

NM 

1 925  1 

A^Q 

VIAL 

2048 

3 

429 

3000 

4 

110  3 

48 

3  7 

2  6 

1 4  4 

25  4 

3295  % 

AX.Q 

n  AKKI  J 

2029 

4 1 

540 

3 1 79 

119  7 

1 8 

3  8 

3  3 

8  9 

1 0  3 

2556  1 

Afi(\ 

2024 

35 

522 

2207 

7 

54  5 

37 

2  5 

1  9 

6  2 

6  5 

1981  \l 

<iOL 

KOIITHFDN  NFW  FNGIAND  TFIFfOMMS 

7ft  1  0 

— 1 2 

378 

1 654y 

2 

-43  6 

NM 

NM 

9  9 

NM 

-4  0 

3549  1 

462 

ADMCTDAUft  U/ADin  IM  n  IK  T  D 1 F  ( 

201 2 

67 

601 

2525 

1 

63.5 

NM 

2.5 

NM 

7.9 

7.5 

1 978 

463 

FIDCTAD 

l  IK i  1  AK 

201 1 

_0 

404 

1  zuv 

} 

204  3 

23 

16  9 

1 3  8 

17  8 

1 7  4 

1 3794  fl 

464 

201 1 

62 

604 

2502 

] 

84  2 

1  ] 

3  4 

3  1 

9  4 

1 1  3 

1 58 1  H 

465 

DFT 
r  C  1 

2010 

]  7 

454 

1 564 

3 

116  2 

9 

7  4 

7  0 

1 6  5 

36  7 

1161 

466 

tHAWMIIT  N A T 1  fl N A 1 

7  ftft  A 
ZUU4 

1 

424 

1918 

244  5 

330 

12  7 

2  3 

NA 

1 5  4 

26957 

467 

TAucniinATEn  o a d f d { 
lunbULIUAl  tu  HAPCkj 

1997 

1 5 

462 

947 

5 

64.2 

27 

6.8 

5.6 

6.5 

6.8 

1467 

468 

VADITY 

f  A  K  1  1  I 

1996 

1  29 

830 

28 1 3a 

~ 1 9 

60  5 

NM 

2  2 

NM 

1 3  8 

8  1 

1 95 1 

ACQ 

4t>y 

MFt  f  AMMIINIf  AT  IflNA 

1996 

NA 

NR 

141 

30 

-15  8 

NM 

NM 

NM 

NM 

- 1  9 

907 

470 

U  D  Vif  P  M  A  UF  P 

JlK  tlurlAJ  1  LK 

1994 

46 

NR 

2759 

1  i 

145  9 

13 

5  3 

5.2 

25  3 

50  5 

1 1 22 

471 

nm f  Fnnn 

V  J  l  l  TVVlf 

100  7 

1  7  7  L 

-3 

AO's 

J4J  1 

2 

77  9 

1 9 

2  3 

1  9 

6  3 

7  2 

3191 

472 

NIK il U  INUUjIKICj 

1991 

436 

1 678 

6 

1  66.5 

1 3 

9.9 

9.3 

9. 1 

14.0 

oo  i  o  ; 
jy  i  z 

473 

AHVANfFH  MlfOn  HF V IT F ^ 

AUfAI1l.CII   PlllKU    Ut.  »  11  L  ) 

1991 

419 

1 648 

228  8 

_7 

13  9 

16  2 

16  2 

1 6  2 

1929 

474 

RFTHI  FHFH  UFFI 

1990 

29 

494 

4323 

g 

-266  3 

NM 

NM 

N  M 

NM 

-52  7 

5377 

475 

THFPMfl  Fl  FfTPAN 

1977 

45 

545 

1 203  a 

37 

72  5 

29 

6  0 

6  4 

6  4 

8.7 

2473 

4  (0 

T  IY 

1  J  A 

1  7  /  J 

5 

38 1 

3627 

1 1 

1 27  0 

22 

3.5 

2.9 

1 7.8 

25.7 

1616  9 

477 

U AD  TU  D  AD 

1967 

23 

486 

5063 

— 9 

96.0 

— 2 1 

1  o 

i  .y 

o  o 

7  A 

JzO/  I 

478 

RFNFFITIAI 
DcncrniAi 

1 963 

1 3 

458 

1 958 

g 

1 86  0 

25 

9  5 

8  2 

7  3 

1 5  4 

12293  1 

479 

HFPRFP  DDAftllf  K 

UCKDCK  rKUUUU  J 

1959 

-1 8 

07*; 
j/ o 

i  zu4y 

~9 

1310 

_2 

10  9 

1 0  1 

30  8 

39  1 

970  » 

480 

ru(  FNFPfiV 

1  O  5  C 
1  7  JO 

1  8 

479 

3482 

1  ] 

1 66  0 

NM 

4  8 

NM 

NA 

1 8.7 

6964 

481 

DAPAHFTDIf  TFfHNAIfifiV 

rAKAPIEIKil    iunnULUU  l 

23 

496 

1 84 

79 

49  3 

93 

26  8 

24  9 

33  6 

28  6 

204 

482 

f  11  [  M  1  f  A  1    Uf  A  (  T  E    M  A  U  A  f.  EMFUT 

LntMdAL  WAlIt  MANAutMtNl 

1  7  J  4 

3  1 

236 

21 30 

40 

-300.3 

NM 

NM 

8.5 

NM 

-44.0 

Oil/ 

483 

K  iuc  i(  r it w  {AIITHFPN  INMKTPIFt 

nArHjAi  llfl   iUUInCKrl   IflUU)  1  Kit) 

I  7  J  1 

OZ 

J70 

yo  i  y 

07  A 

y/  .u 

52 

10  1 

8  6 

10  6 

18  7 

1917 

484 

NFW  Y  flPK  C T ATF  FIFTTPIf  Jt  fi A ^ 
n  l  n  i  uki\  j  i  a  i  [  clciikil  a  v  a  j 

1  0  7  A 

1  7  L  4 

20 

37 1 

1 800 

1 66  0 

]  o 

9  2 

1 0  9 

7  6 

9  0 

5276 

485 

t  t  AMI  FY  WAPKt 
)  1  AflLC  T   If  UKR  3 

1071 

I7i  1 

c\ 
u 

4  J/ 

ZZV  J 

4 

92  6 

—6 

4  1 

4  5 

NA 

1 3  6 

1577 

486 

1  a  7  a 

16(0 

1  32 

7XO 

/  or 

/OA 

J  a 

71  0 

329 

1 0  2 

3  2 

23  7 

23  7 

423 

487 

1 R7A 

t  0  /  0 

_7 

422 

1 909 

23 

1 77.4 

39 

9.3 

8.2 

9.0 

11.6 

^  j(07 

cu  AD-AM  t  n  n  1  K 

1871 

32 

1  1 32y 

1  5 

85  8 

10 

7  6 

6  7 

1 0  7 

12  2 

1219 

489 

MYI  AN  1  AROP A T D 1 F ^ 

nlLAn  LADUKAIUKIu 

1  0  1  u 

— O  1 
Z  1 

379 

244 

28 

77  1 

25 

31  6 

32  4 

21.1 

21.1 

394 

t  7  V 

hapi  f  Y-n  a  viikaw 

nAKLCT  UAtIUjUII 

1  q  7  n 

1  O  1  U 

4  1 

o/  o 

1017 
1x1/ 

1 0 

1 8  5 

66 

1  5 

4  9 

NA 

5  7 

583 

491 

MAVTAIS 
PI  A  T  1  AU 

1  000 

31 

526 

OOQ7 

/to/ 

_o 

4. 

5 1  3 

NM 

j  7 

NM 

7  2 

8  8 

2479 

492 

niuu  i  n  [    Uf  r  r  t   f  1  AIT  1  1 

PINNACLE  WEST  CAPITAL 

1  RA  7 

100/ 

0 

442 

1 71 9 

2 

200. 1 

9 

1  1 .6 

1 0  8 

7  3 

1 0.3 

7029 

493 

K  AMI  ' 

1  a  a  7 

45 

566 

1  I  J  1  O 

1 9 

50  1 

1 5 1 

4  1 

1  9 

16  1 

21  2 

571 

494 

117  f  1  A  1  R  ft  D  N  F 
Lit   I  L  A  1  DU  K  PI  C 

~* 35 

307 

2204 

0 

1  ZD.  J 

4  3 

10  0 

1  2  4 

1  2  4 

1 263 

495 

A  i  7  A 
ALIA 

1  R*  A 
1  O  JO 

—2 1 

393 

2 1 4 

— 7 

^0  o 

— 41 

OA  1 

315 

111 

1 6  8 

554 

496 

nvr  nftwapk 

lift-  nClffUKA 

O  J  i 

9 

J/ Z 

1  I  V  I  0 

i  p 

l  D 

72  5 

56 

6  1 

4  6 

1 3  3 

1 3  0 

829 

497 

u  a  urn 
MAPIU 

1831 

23 

503 

2715x 

-3 

1 27.0 

26 

4.7 

3.6 

1 3.6 

23.2 

1  OAA 
1  tUU  ' 

498 

CIRCUIT  CITY  STORES 

1824 

-19 

368 

3822 

24 

125.4 

34 

3.3 

3.0 

19  3 

19.6 

1833 

499 

SEAGATE  TECHNOLOGY 

1822 

74 

669 

3114 

1 

151.3 

-32 

4.9 

7.2 

9.8 

13.1 

2496 

500 

LEGGETT  &  PLATT 

1820 

32 

538 

1527 

16 

85  9 

31 

5.6 

5  0 

NA 

17.3 

899  3 
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j  AT  ION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

12-MONIH  PRICE  INSTL  ANALYSTS'  ESTIMATES 

HIGH/  ASK,  Of  TOTAl  TUTIONS  SHRS  TURN-  1992  1993  1994  VARI- 

tOW  100K  f-E  YIELD  PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL  EST  ATION 

$  VALUE  RATIO  '  %  %  %        :       %  MIL.  *  FY  S  S  J  % 

46/27  565  44  0.00  0  55  96  46  65.2  06  0.77  1.03  1.32         1.5  Leisure 

34/24  202  16  1.79  28  18  81  74  135.5  02  1.55  1  77d  2.02  3.0  Leisure 

39/25  223  12  2.74  33  44  54  57  102.3  12  1.96  3.06  3.52  5.4  Banks 

21/17  NA  NM  4.99  DEF  -11  89  117  56.8  12  119  -151  2.12  71  Nonbank  financial 

22/19  200  14  5.94  83  1  31  104  36.8  12  1.34  1.42  1.51  2.0  Utilities  

83/65  116  9  0.00  0  20  23  26  11.0  12  4.09  8.67  3.60  NM  Publishing/TV 

8/3  NEG  NM  0.00  0  60  9  410  40.5  12  -0.32  -0.03  NA  NM  Food 

45/36  477  17  2.52  44  8  49  46  64.4  12  0.64  2.56  3.16         16  Conglomerates 

52/34  175  18  2.20  40  42  75  40  63.4  06  2.24  2.82  3.24  3.7  Electrical 

21/13  241  37  2.07  77  38  66  95  67.0  12  0.43  0.57  0.89  11.2  Leisure  

38/31  183  NM  5.57  DEF  -8  34  64  31.6  12  2.56  -0.68  2.62  3.4  Telecommunications 

58/29  342  41  2  22  91  71  80  37  914  12  -2.03  1.32  3.20  9  4  Consumer  products 

37/29  174  10  3.33  33  -4  41  64  22.8  12  2.62  3.15  3.44  2.0  Banks 

40/23  271  22  0.00  0  56  79  52  73.5  03  1.55  1  76d  2  04  2  0  Office  equipment 

20/15  635  19  1.63  30  24  57  102  71.1  06     :      0.96  1.06  1.16  0.9  Food  

26/19  135  9  3  76  33  2  67  94  111.5  12  0.60  2.44  2.85  6.7  Banks 

54/39  213  31  2.82  88  17  28  44  60.9  12  1.15  1.46  2.10  16.7  Paper 

48/27  349  29  0.00  0  62  76  44  148.2  01  0.56  1.59d  2.34  17.1  Manufacturing 

58/24  246  NM  0.00  0  NA  21  61  NA  12  -0.30  -0  30  -0.32  28  1  Services 

31/18  689  14  3.52  48  50  15  76  19.9  12  1.71  1.90  1.73  2.3  Services  

38/26  184  26  1.19  31  -2  80  59  43.8  12  1.09  1.30  2  04  11.3  Food 

35/29  182  13  4  76  62  8  59  66  59.2  12  2.00  2  31  2  41  2  9  Utilities 

33/17  147  9  0.00  0  -1  78  93  310.3  12  2.57  2.30  2.50  11.2  Electrical 

24/13  343  NM  0.00  0  28  81  92  186.6  12  -2.73  -3.37  1.75  29  7  Metals 

44/34  237  24     ■      0.00  0  23  69  48  75.3  12     ;      1.51  1.71d  2.03         1.5  Electrical  

34/25  429  17  1.86  31  -4  89  73  122  9  01  140  1.62  195         2.6  Retailing 

43/33  144  20  3.98  80  24  64  49  54  1  12  2.56  1.99  4  32  6.3  Aerospace 

41/33  168  11  4  03  44  17  76  52  54  7  12  2  75  3  45  3  95  2  0  Nonbank  financial 

33/24  584  16  3.04  49  -10  50  69  63.4  03  1.80  1.74d  1.91  1.6  Food 

28/19  234  12  3.16  38  14  52  85  84  8  12  -3.72  1.90  2.11  4.7  Utilities 

45/23  1122  44  0.00  0  12  81  59  213.9  09  0.38  0.75  1.11  2.7  Office  equipment 

20/7  283  NM  0.00  0  -50  18  209  37.1  12  0.63  -1.43  0.44  13  6  Services 

52/29  374  21  0.66  14  49  48  43  47  7  12  1.43  2.16  2.73  4.4  Transportation 

37/27  119  13  8.07  106  -15  37  71  40  7  12  2.40  2.08  2.51  2.8  Utilities 

48/38  282  21  3.16  66  5  50  45  31.1  12  2.15  2.06  2.68  3.7  Manufacturing 

63/20  627  25  0.00  0  108  72  31  1113.0  05  122  2  43d  3  07  6.5  Office  equipment 

37/30  132  11  6.49  72  -7  38  62  40.4  12  2.20  2  76  2.74  3.7  Utilities 

45/32  267  22  2  47  53  34  71  43  49  2  12  156  2  02  2.41  5  8  Manufacturing 

33/20  512  23  0.68  16  -22  54  79  189.0  03  0  92  1.02d  1.28  8.6  Healthcare 

50/33  576  NM  049  49  41  71  38  107.4  12  1.51  0.49  2.39  2.5  Leisure  

19/13  319  36  2.86  104  35  51  107  70.8  12  -0.08  0  48  1.08  6.5  Consumer  products 

25/20  113  11  3  74  41  1  71  87  57  0  12  1.73  195  199  4  5  Utilities 

53/34  792  34  0.00  0  46  71  37  62.4  01  0.88  1.49d  1.78  2  2  Retailing 

38/18  184  15  197  29  -32  78  81  135  1  12  2.61  1.54  1.66  5  4  Consumer  products 

35/19  719  42  0.00  0  -25  63  82  140.6  12  0.90  0.54  1  04  12.5  Health  care  

73/37  330  29  0.00  0  -2  41  40  346  2  01  1  32  1  57d  90  5.3  Retailing 

65/50  335  14  1.64  24  25  90  30  41.3  12  3.37  4.24  5.15  4.7  Fuel 

34/17  285  14  0  42  6  -20  76  96  168.3  02  1.15  1  38d  1.39  3.6  Consumer  products 

26/13  158  9  0.00  0  65  81  71  416.4  06  0.92  2.80  2.56  6.6  Office  equipment 

50/33  367  22  1.33  29  26  62  40  36  0  12  164  2  09  2.45  2.9  Consumer  products 
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LUATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

NT  12MONTH  PUCE                                                                          j     INSTI-  ANALYSTS'  ESTIMATES 

RE            HIGH/  AS%Of  TOTAL  TUTIONS  SHIS  TURN-  1992  1993  1994  VARI 

'E             LOW  BOOK  PE  YIELD  PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL  EST  ATION 

i  VALUE  RATIO  %  %  %  %  MIL.  %  fi  t               S  S  X 

4  36/21  118  8  1.78  15  42  64  54  128.3  12  3.44  4.12  3.55  13  8  Bantu 

3  27/17  NEG  NM  3.98  NM  -10  41  80  47  3  12  0.32  0.06  0  87  36  8  Chemicals 

1  36/27  254  14  0.52  7  13  74  58  82  6  12  1.74  2.16  2.50  3.6  Nonbank  financial 

D  33/28  157  12  6  69  82  9  31  60  53.2  12  2  16  2.43  2.43  4.1  Utilities 

9  70/39  683  21  0.00  0  5  95  26  571.2  03  2.50  3.29d  3.96  2.3  Office  equipment 

i  30/19  340  NM  0.00  0  -16  27  75  68  4  10  -7.00  -8.63  1  21  20  7  Automotive 

8  59/51  312  27  2.85  78  10  53  31  24  7  12  2.97  2.10  3.34  0.9  Electrical 

1  27/21  179  10  5  65  58  5  44  84  54  3  12  160  2.06  1.78  2  2  Utilities 

J  48/37  146  20  3.27  67  11  62  45  41.3  12  140  1.94  2.10  16.2  Fuel 

?  54/40  253  20  2.70  55  -6  59  36  22.1  12  2.41  2.39  2.81  6  1  Housing 

3  18/13  307  23  1.36  31  37  55  101  98.0  12  0  64  0.77  0.91  1.1  Leisure 

5  20/12  974  27  184  50  10  42  116  27.9  12  0  39  0.56  0.71  4  2  Nonbank  financial 
)  22/17  390  22  1.85  41  12  51  90  56.2  05  0.74  0.87d  1.09  12  8  Metals 

)  35/23  241  19  2.34  44  27  84  59  74  8  08  1.15  160  1.94  9  3  Automotive 

?  51/42  547  44  0.00  0  5  66  36  49.8  12  5.23  1.11  4.28  3.3  Manufacturing 

i  27 '/17  72t  28  2.38  66  19  59  75  53  2  12  104  0  85  1.45  2.1  Nonbank  financial 

I  32/26  244  22  3.07  67  24  64  56  41.8  12  1.33  1.44  1.68  1.8  Manufacturing 

3  44/29  166  23  1.39  31  35  80  41  95.1  06  1.42  1.91  2  46  3.3  Services 

1  47/28  313  23  1.53  36  60  78  39  89.7  03  1.27  1.90d  2.61  7.7  Transportation 

2  20/12  62  NM  6.74  DEF  -32  34  147  71.2  12  1.50  -6.51  1.56  109  Utilities 

3  26/16  239  NM  2.22  DEF  -12  68  97  96.1  12  0.74  -1.01  -0.27  166.7      ;  Fuel 

2  27/20  373  18  2.23  39  -14  45  81  95.7  11  1.16  1.22  1.40  2.1  Food 

I  49/36  NEG  17  0  00  0  -8  83  43  100.6  12  1.68  2.40  3.64  9.9  Housing 

I  40/15  602  43  0.26  11  105  91  56  97  1  06  0.30  0.73  1.55  5.8  Nonbank  financial 

5  40/28  184  26  2.83  75  12  74  49  58.8  06  1.32  1.34  1.70  6.5  Manufacturing 

f  49/36  214  17  1.61  28  25  80  37  113.2  12  2  40  2.70  2.88  6.6  Nonbank  financial 

»  25/17  949  NA  0.00  0  NA  1  72  NA  12  1.56  NA  1.57  3.8  Office  equipment 

i  17/13  344  16  188  30  14  83  107  40  5  12  0.86  0.99  1.14  1.8  Conglomerates 

}  29/20  308  27  0.53  14  17  60  60  70.4  01  0.90  1.05d  1.27  3.2  Retailing 

I  25/16  195  21  0.00  0  -10  1  83  6.3  12  0.13  0.98  1.18  3  4  Services 

1  34/25  222  74  2.95  217  40  77  50  63.1  12  1.19  0.46  1.96  5.6  Chemicals 

)  22/17  187  20  1.96  40  14  68  84  85.7  12  -1.11  100  130  9  2  Manufacturing 

)  58/39  336  10  1.02  10  15  68  35  156.5  12  1.77  4.95  5.12  12.1  Automotive 

>  28/19  578  55  1.04  57  -14  76  88  61.7  12  0.86  0  35  0  59  40  7  Fuel 

5  16/9  229  NM  0.00  0  17  74  113  109.9  09     ;     -0.38  -4.72  1.04  16.3  Office  equipment 

<  21/15  156  13  3.14  42  0  68  88  81.3  02  1.51  1.44d  1.66  60  Healthcare 

2  37/31  137  12  5.29  63  -4  39  53  36.2  12  2.67  2.67  2.87  1.4  Utilities 

3  40/29  551  70  1.81  126  6  73  44  65  1  06  1.72  0.54  1.92  2.6  Electrical 

2  25/18  224  9  2.52  22  13  37  75  40.3  02  2.06  2.52d  2.28  23.7  Nonbank  financial 

'  22/14  NEG  NM  0.00  0  5  9  100  14.2  12  -0.73  -0.75  -0.53  45.3  Telecommunications 

?  50/37  493  18  2.54  44  22  87  34  78.8  12  2.31  2.79  3.12  3.5  Services 

3  38/20  286  13  2.40  30  -22  60  70  80  9  06  104  187  1.50  12.0  Manufacturing 
3  25/19  537  23  2.61  59  22  31  72  38.3  12  0.83  1.01  140  2.9  Utilities 

3  63/40  1380  22  3.93  88  -28  73  39  160.0  12  3.09  1.91  2  80  5  4  Consumer  products 

i  47/35  154  12  3.02  36  3  48  38  103.4  12  2.32  3.68  4.32  2.8  Bonks  

)  54/28  478  29  0  48  14  47  72  33  146.6  01  135  1.73d  2.11  28  Manufacturing 

1  56/39  192  NM  0.37  51  37  90  31  9.3  12  0.51  0.39  1.15  NM  Containers 

6  28/18  329  21  0.34  7  30  49  62  73.9  05  1.09  1  28d  1.47  20  Healthcare 

1  24/20  285  16  2.35  38  -9  21  77  12.5  10  1.24  1.31  1.46  2.7  Food 

2  26/20  124  NM  3.72  DEF  -3  52  76  65.3  12  1.23  1.08  1.97  4.6  Utilities 
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5  Mil 
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YEAR 
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RANK 

12 

MONTHS 
J  993 
SMIL 

CHANGE 
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12 

MONTHS 
1993 

SMIL. 

CHANGE 
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12 

MONTHS 
1993 

12 

MONTHS 
1992 
0 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

0 

MONTHS 

SMIL. 

551 

1617 

0 

465 

705 

81 

75.9 

79 

10.8 

10.9 

18.8 

25.8 

507 

552 

r  cue  n  1 1  riruii 

GENERAL  SIGNAL 

1610 

18 

586 

1530 

-9 

66.6 

434 

4.4 

0.7 

NA 

12.7 

1225 

553 

t  iciitr.t 
LArAKOt 

1608 

68 

705 

1495 

-1 

5.9 

NM 

0.4 

NM 

NA 

0.9 

1720 

554 

C n A R LE )  SCHWAB 

1587 

30 

600 

1097 

21 

124.4 

53 

11.3 

8.9 

39.9 

36.1 

6900 

555 

UCIIIA  UCU[D( 

ntlUu-ncY  ckS 

1586 

81 

731 

804y 

29 

50.3 

43 

6.3 

5.7 

10.9 

12.1 

947 

556 

n  i  v  r  u  E  u 

RAYCHEM 

1582 

-1 1 

456 

1394 

2 

9.0 

NM 

0.6 

NM 

1.4 

1.3 

1324 

557 

1  IU[  i  n    TC/UUAI  W 

LINEAR  TECHNOLOGY 

1582 

90 

812 

175 

32 

45.3 

52 

25.9 

22.5 

24.1 

24.1 

226 

558 

M t K 1 U ! A N  B ANC  U HP 

1 577 

-16 

500 

1247 

-1 

150.5 

10 

12.1 

10.9 

11.5 

13.1 

14085 

559 

r  t  n  v  V  c  n 
STRIKEN 

1573 

24 

594 

557 

17 

60.2 

26 

10.8 

10.0 

19.6 

21.9 

454 

J  ou 

f  D  A  f  U  F  D   R  k  D  D  1 1    ftl  f\  f  All  M  T  D  V  CTflDE 
IKAIREK  BAKKEL  ULU  IUUNIKt  JlUKt 

1565 

-9 

487 

578 

25 

51.1 

30 

8.8 

8.5 

12.6 

13.4 

491 

561 

MuM  URAND 

1563 

38 

723 

58 

16 

-1 16.6 

NM 

NM 

NM 

NM 

-19.8 

1159 

562 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1561 

2 

498 

4650 

-2 

-0.3 

NM 

NM 

NM 

NM 

-2.2 

5851 

563 

lAKcMAKH  IN  1  tKNA  i  I0NAL 

1552 

55 

NR 

1783 

22 

77.7 

185 

4.4 

1.9 

19.2 

19.9 

845 

564 

GIANT  FOOD 

1551 

23 

572 

3521 

0 

91.7 

32 

2.6 

2.0 

11.6 

13.3 

1336 

565 

CIIUDCiU  AfT[A 

SUNBt AM-OS I ER 

1546 

-1 

527 

1066 

10 

88.8 

35 

8.3 

6.8 

17.7 

21.2 

942 

566 

GREEN  TREE  FINANCIAL 

1542 

50 

692 

367 

49 

1 16.4 

61 

31.8 

?9  4 

17.7 

22.4 

1740 

567 

E-SYSTEMS 

1542 

28 

587 

2097 

0 

121.9 

12 

5  8 

5.2 

16.2 

16.4 

1278 

568 

BANDAG 

1532 

1 

499 

590 

0 

78.7 

-5 

13.3 

14.0 

NA 

21.5 

551 

569 

i  utnir  iu  ucmrii   uai  nmr  t 

AMERICAN  MEDICAL  HOLDINGS 

1530 

77 

788 

2255 

1 

72.9 

-38 

3.2 

5.3 

8.4 

10.2 

2829 

C  1  ft 

APACHE 

1527 

32 

651 

467y 

3 

37.3 

-22 

8.0 

10.5 

4.9 

4.9 

1592 

571 

iiiiunif  riuTn  1 1 

ILLINOIS  CENTRAL 

1523 

39 

666 

565 

3 

91  7 

26 

16.2 

13.2 

15.2 

24.3 

1259 

572 

CARDINAL  HEALTH 

1520 

161 

rip 

2304 

18 

38.5 

22 

1.7 

1.6 

9  8 

1 1.0 

841 

573 

INFORMIX 

1519 

50 

674 

353 

24 

56.1 

17 

15.9 

16.8 

32.9 

32.8 

319 

574 

one  i  au  triEUTicir 
BOSTON  SCIENTIFIC 

1518 

-20 

448 

380 

21 

69.7 

23 

18.3 

18.0 

28.7 

310 

310 

575 

rAiiuTnvufinc  rncniT  i  u  mi  r  t  n  i  c  r 
COUNTRYWIDE  CREDIT  INDUSTRIES 

1517 

-14 

452 

937 

63 

171.4 

39 

18  3 

21.5 

14.5 

20.3 

5537 

576 

SUNOS  1 R  AND 

1512 

13 

551 

1383 

-7 

90.7 

29 

6.6 

4.7 

15.5 

17.7 

1512 

577 

f  t  r  r  1 1    ii  ai  r\  1 11  f  r 

GTECH  HOLDINGS 

1511 

0 

547 

607 

30 

52.3 

65 

8.6 

6  8 

1 1.9 

24.0 

678 

578 

INTEGRA  FINANCIAL 

1510 

0 

5  1  0 

1114 

-6 

152.8 

153 

13.7 

5.1 

12  9 

17  6 

14097 

579 

ALLEROAN 

1504 

4 

516 

859 

3 

104.5 

9 

12.2 

1 1.5 

NA 

20.0 

940 

C  Q  ft 

OWENS-ILLINOIS 

1502 

9 

549 

3535 

4 

-200  8 

NM 

NM 

2.3 

NM 

-34.2 

5029 

581 

f  AIITUinilfT 

SOUTH  1  RUST 

1499 

9 

523 

1 102 

14 

150.5 

32 

13.7 

1 1.8 

12  9 

15  2 

14708 

582 

FOSTER  WHEELER 

1498 

40 

678 

2655y 

5 

57.7 

27 

2  2 

18 

NA 

14.5 

1781 

583 

CINTAS 

1482 

15 

546 

489 

17 

47.8 

15 

9.8 

9.9 

13.6 

16.5 

482 

584 

LOCTITE 

1477 

-6 

493 

613 

1 

68  3 

-6 

11.1 

1  1 .9 

20  1 

19.2 

603 

585 

AArutfTtn  Tti  inu nut 

ROCHESTER  TELEPHONE 

1476 

17 

584 

906 

13 

82.7 

17 

9.1 

8.8 

NA 

12.9 

1505 

586 

AMBAC 

1474 

-10 

477 

328 

36 

179.4 

38 

54.8 

54  1 

14.4 

16.3 

3807 

587 

POLAROID 

1474 

1 1 

562 

2245 

4 

67.9 

-31 

3.0 

4.6 

7.3 

8.9 

2212 

588 

CABLEVISION  SYSTEMS 

1468 

52 

721 

667 

16 

-246  8 

MM 

NM 

NM 

NM 

NM 

1324 

589 

AA    ACAAEA  Kllflll    11  n 

DR  PEPPER/SEVEN-UP 

1468 

150 

689 

707 

7 

94.1 

NM 

13  3 

NM 

41.9 

NM 

660 

COft 

e  n  ninn 

C. R.  BARD 

1462 

-4 

554 

971 

-2 

62.1 

-17 

6.4 

7.6 

15.3 

16.2 

799 

591 

fTAAlTE    II/UUAI  ATU 

STORAGE  TECHNOLOGY 

1460 

71 

716 

1405 

-8 

-1 17.8 

NM 

NM 

1.0 

-8.0 

-12  5 

1762 

592 

THERMO  INSTRUMENT  SYSTEMS 

1458 

25 

638 

564a 

51 

40  9 

33 

7.3 

8  2 

7.7 

12.3 

843 

593 

NICOR 

1457 

-4 

51 1 

1674 

8 

109.4 

15 

6  5 

6.1 

NA 

15.5 

2237 

594 

ECOLAB 

1452 

22 

634 

1042 

4 

75.9 

1  8 

v  3 

6  4 

19.3 

20.9 

864 

595 

MIDLANTIC 

1448 

60 

750 

1012 

-25 

170.4 

NM 

16.8 

0.5 

NA 

1 19 

13947 

596 

hiir  r  t    r  n  ii  ii  h    n  si  m  r  i\    a    i  i  f  n  t 

PL) GE T  SOUND  POWER  &  LIGHT 

1448 

-13 

472 

1113 

9 

138.3 

2 

12  4 

13.2 

8.0 

10.3 

3341 

597 

YORK  INTERNATIONAL 

1436 

13 

592 

2032 

5 

75.5 

9 

3.7 

3.6 

13.5 

16.5 

1335 

598 

COLUMBIA  GAS  SYSTEM 

1435 

23 

625 

3391 

16 

152.2 

67 

4.5 

3.1 

17.1 

13.1 

6818 

599 

HOST  MARRIOTT 

1426 

-42 

NR 

9048a 

4 

101.0 

9 

1.1 

1.1 

6.2 

12.4 

6341 

600 

BETZ  LABORATORIES 

1424 

-13 

469 

685 

-3 

63  4 

-23 

9  3 

1  1.6 

15  3 

17.8 

521 
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UATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 


[  12-MONTH 
HIGH/ 
IOW 
S 

PRICE 

uxor 

BOOK 
VAIUE 

PE 
RATIO 

YIELD 
% 

PAYOUT 

% 

TOTAL 
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% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
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TURN 
OVER 

FY 

1992 
ACTUAL 
S 

1993 
ACTUAL 
S 

ANALYSTS'  ESTIMATES 
I99<  VARI- 
EST  ATION 

S  % 

43/20 

550 

24 

0.00 

0 

-5 

90 

63 

901.2 

12 

0.66 

1.09 

1.60 

7.5 

Office  equipment 

38/30 

307 

23 

2.65 

61 

8 

:  76 

47 

55.9 

12 

0.24 

1.47 

2.28 

2.2 

Manufacturing 

27/15 

241 

NM 

1.24 

300 

51 

24 

67 

41.8 

12 

-0.63 

0.10 

1.12 

15.2 

Housing 

38/20 

461 

13 

1.02 

13 

28 

41 

58 

116  2 

12 

1.39 

2.09 

1.89 

14.8 

Nonbank  financial 

39/19 

381 

30 

0.61 

18 

67 

86 

48 

73.8 

02 

0.84 

l.lOd 

1.32 

2.3 

Consumer  products 

47/34 

227 

NM 

0.85 

168 

-12 

:  79 

42 

75.1 

06 

-0.43 

0.19 

0.55 

43  6 

Electrical 

46/22 

841 

44 

0.55 

24 

88 

94 

36 

166.2 

06 

0.69 

0.99 

1.40 

3.6 

Electrical 

35/27 

138 

10 

4.72 

49 

-15 

34 

58 

80.6 

12 

2.55 

2.61 

3.17 

3  2 

Banks 

36/21 

572 

26 

0.22 

6 

24 

■  76 

48 

169.1 

12 

1.00 

1.25 

1.50 

1.3 

Health  care 

34/23 

410 

34 

0.08 

3 

-9 

46 

60 

179  2 

07 

0.61 

0.78 

0.97 

2.1 

Leisure 

50/22 

265 

NM 

0.00 

0 

33 

7 

49 

54.1 

12 

-0.48 

-2.45 

1.57 

8  3 

Transportation 

23/18 

103 

NM 

3.14 

DEF 

5 

85 

82 

50.2 

12 

-1.82 

-0.40 

0.75 

53.3 

Paper 

23/12 

398 

21 

0.18 

4 

54 

51 

71 

120.0 

12 

0.39 

1.06 

1.26 

3.2 

Health  care 

28/21 

225 

16 

2.69 

43 

26 

42 

60 

26.5 

02 

1  37 

1.6ld 

1.78 

3.9 

Food 

23/15 

369 

20 

0.19 

4 

12 

27 

75 

36.8 

12 

0.79 

1.01 

1.23 

2.4 

Consumer  products 

63/32 

297 

13 

0  81 

10 

37 

87 

34 

143.5 

12 

2.41 

3.62 

4.35 

2.3 

Nonbank  financial 

49/36 

207 

13 

2.42 

31 

27 

\  62 

34 

69.3 

12 

3.31 

3.58 

3.81 

1.6 

Electrical 

64/45 

419 

20 

1.19 

24 

4 

27 

27 

26.9 

12 

2  99 

2.88 

3.19 

2.8 

Automotive 

21/10 

214 

23 

0.00 

0 

77 

41 

77 

43  9 

08 

1.43 

0.87 

1.17 

1.7 

Health  care 

34/20 

199 

36 

1.12 

40 

3 

75 

61 

133.5 

12 

1.02 

0.70 

0  84 

32.1 

Fuel 

39/25 

404 

17 

2.35 

39 

42 

80 

43 

71.1 

12 

1.70 

2.14 

2.53 

4.3 

Transportation 

49/25 

436 

26 

0.25 

7 

88 

43 

32 

93  3 

03 

1.63b 

1.83d 

2.25 

3.6 

Health  care 

27/13 

887 

28 

0.00 

0 

46 

97 

65 

450.8 

12 

0.76 

0.83 

1.02 

3.9 

Office  equipment 

19/9 

675 

22 

0.00 

0 

-16 

18 

97 

49.0 

12 

0.57 

0.70 

0.81 

6.2 

Health  care 

35/23 

181 

9 

1.76 

16 

-22 

84 

61 

189.7 

02 

2.28b 

2.84d 

3.30 

6.1 

Nonbank  financial 

46/37 

295 

18 

2  66 

47 

25 

92 

34 

82.4 

12 

2  31 

2.56 

2  80 

3.2 

Aerospace 

40/28 

693 

28 

0.00 

0 

-2 

45 

43 

94.5 

02 

0.92 

1.28d 

1.61 

1.9 

Office  equipment 

51/40 

174 

10 

3.55 

36 

2 

45 

33 

34.1 

12 

4  54 

4.50 

4.89 

1.8 

Banks 

25/21 

288 

15 

1.70 

25 

11 

81 

64 

44.1 

12 

1.56 

1  58 

1  68 

1.2 

Health  care 

14/9 

256 

NM 

0.00 

0 

9 

55 

119 

52  6 

12 

0.81 

-1  70 

1.14 

5.3 

Containers 

22/17 

151 

10 

3.60 

35 

5 

41 

79 

46  2 

12 

1.66 

1.94 

2.15 

2.3 

Banks 

42/26 

377 

26 

1.57 

41 

42 

60 

36 

83  0 

12 

1.28 

1.62 

1.79 

1.7 

Services 

35/25 

512 

28 

0.44 

13 

15 

39 

47 

55.7 

05 

097 

1.12d 

1.34 

1.5 

Services 

45/35 

416 

22 

1.92 

42 

-1 

44 

35 

36  6 

12 

1.99 

1.92 

2.12 

2.4 

Chemicals 

50/36 

233 

18 

3.72 

67 

19 

29 

34 

34.5 

12 

2.08 

2.42 

2.62 

3.4 

Telecommunications 

50/38 

134 

8 

1.15 

9 

-9 

95 

35 

74.2 

12 

3.71 

5.08 

4.48 

4.0 

Nonbank  financial 

39/28 

192 

22 

1.90 

41 

13 

I  79 

47 

68.2 

12 

2  06 

1.45 

2.74 

CO 
CO 

Leisure 

72/29 

NEG 

NM 

0.00 

0 

50 

36 

23 

55.1 

12 

-11.17 

-10.83 

-7.44 

10  8 

Publishing/TV 

26/14 

NEG 

17 

0.00 

0 

48 

52 

60 

73.5 

12 

-0.60 

1.46 

1.14 

3.5 

Consumer  products 

31/21 

382 

24 

1.99 

47 

0 

64 

52 

109.1 

12 

1.42 

1.19 

1.85 

3.2 

Health  care 

45/21 

143 

NM 

0.00 

0 

70 

53 

42 

409.5 

12 

0.37 

-2.98 

2.00 

16.0 

Office  equipment 

35/24 

438 

33 

0.00 

0 

20 

12 

45 

18  6 

12 

0.77 

0.96d 

1.20 

6.7 

Electrical 

32/26 

208 

14 

4.52 

62 

4 

50 

54 

41.9 

12 

1.92 

1.97 

2.1 1 

2.8 

Utilities 

24/18 

399 

19 

1.91 

37 

24 

49 

63 

26.4 

12 

1.03 

1.20 

1.35 

2.2 

Consumer  products 

29/18 

135 

1 1 

0.00 

0 

41 

46 

52 

200.9 

12 

0.08 

2.51 

3.65 

16.2 

Banks 

30/22 

122 

11 

8.09 

92 

-13 

21 

64 

39  8 

12 

2.16 

2.00 

1,99 

3.0 

Utilities 

42/32 

314 

19 

0.21 

4 

12 

88 

38 

103.8 

12 

1.90 

2.01 

2.35 

4.7 

Housing 

30/20 

124 

9 

0.00 

0 

23 

70 

51 

71.6 

12 

1.79 

3.01 

2.75 

7.6 

Utilities 

33/6 

211 

NA 

2.29 

NA 

61 

49 

116 

1317 

12 

0.64 

NA 

NA 

NM 

Leisure 

60/40 

457 

25 

2.77 

68 

-10 

75 

28 

78.4 

12 

2.71 

2.05 

2.55 

3.9 

Chemicals 
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'he  Contura  Aero 


7.5  x  10. 25  \  1.5  Inches' 


POWl  Rl  HI  486  Proci  ssor 


Hacki  it  VCiA  Screen 


T(  i  6-Hr.  <  )i'TioNAL  Battery 


Instant-On  Feature 


(  )ptionai  Docking  Base 


About  $.5  Pounds 


(  ll'TIONAl  PCMCIA  Fl  oppy  Drivi 


1  hi  i  }-Yi  ar  Warranty  ' 


Monochromi  From  $1,399 


,  phoni  1-800-345-1518 


COMPAQ 
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MARGINS 

RETURN 

ASSETS 

$  MIL 

CHANGE 
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YEAH 
AGO 
RANK 

12 
MONTHS 
,1993 
SMIL. 

CHANGE 
FROM 
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% 

12 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

1 2 

MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

% 

COMMON 
EQUITY 

% 

MONTHS 
1993 
S  MIL 

601 

El    n  i  r  a    U  1  Tim  1  1    f  if 

EL  PASO  NATURAL  OAS 

1424 

12 

597 

909 

13 

91.7 

20 

10.1 

9.5 

9.1 

13.0 

2270 

602 

BIOGEN 

1417 

49 

712 

136 

10 

32.4 

-15 

23.8 

31.0 

10  2 

10.2 

357 

603 

OKLAHOMA  GAS  &  ELECTRIC 

1417 

-1 

537 

1447 

10 

1 14.3 

'  15 

7.9 

7.6 

8.9 

12.2 

2751 

604 

PAGING  NETWORK 

1415 

32 

688 

374 

45 

-20  0 

NM 

NM 

NM 

NM 

NM 

372 

605 

>kj  rnr  i  utii  t   r  t  a  a  t  r 

MERCANTILE  STORES 

 14T4_ 

10 

558 

2730y 

0 

86.6 

0 

3.2 

3.2 

6.8 

6.8 

2046 

i.iii, 

CONSECO 

1411 

-12 

473 

2644 

107 

308.9 

77 

1 18 

1 1 .7 

20.6 

34.4 

13749 

607 

CAESARS  WORLD 

1406 

32 

694 

1013 

8 

92.5 

38 

9.1 

7.1 

14.2 

18.4 

981 

608 

FIRST  SECURITY 

1405 

8 

676 

812 

1 

1 14.1 

14 

14.0 

12  5 

13.6 

13.7 

1021 1 

609 

CONTINENTAL  CORP. 

1396 

-4 

531 

4416y 

13 

159.7 

57 

3.6 

2.6 

NA 

7.3 

15708 

610 

niricirint  u  c  a  i  t  u  cvctcuc 

PACIFICARE  HEALTH  SYSTEMS 

1393 

39 

753 

2407 

32 

66.7 

40 

2  8 

2  6 

19.9 

20.9 

890 

611 

KING  WORLD  PRODUCTIONS 

1391 

10 

574 

498 

5 

102.2 

6 

20.5 

20.4 

23.5 

23.5 

637 

612 

COLTEC  INDUSTRIES 

1390 

1  7 

602 

1335 

-2 

65.2 

1 

4  9 

4.7 

NA 

NM 

832 

613 

MANPOWER 

1381 

15 

619 

3180 

0 

-48  9 

NM 

NM 

NM 

NA 

-46.0 

833 

614 

tucninu  uiTinuii   iuf  itn  a  un 
AMERICAN  NATIONAL  INSURANCE 

1377 

-8 

491 

1351a 

6 

190  8 

26 

14.1 

1 1 .9 

NA 

9.7 

5313 

615 

i  i  i  t  r\  s\  r  e  u 

AUTODESK 

1371 

20 

670 

406y 

15 

62.2 

42 

15.3 

12.4 

21.5 

21.5 

405 

616 

ARROW  ELECTRONICS 

1370 

50 

708 

2536 

56 

81.6 

62 

3  2 

3.1 

13.5 

18.5 

1 191 

617 

NATIONAL  SERVICE  INDUSTRIES 

1369 

2 

570 

1830 

10 

75.7 

1 

4.1 

4.5 

10.7 

10.7 

1082 

618 

PSI  RESOURCES 

1369 

16 

610 

1088 

1 

109  3 

6 

10.0 

9.6 

8.9 

14.1 

2664 

619 

INLAND  STEEL  INDUSTRIES 

1366 

75 

846 

3888 

11 

-37.6 

NM 

NM 

NM 

NM 

-24.1 

3435 

620 

ANALOG  DEVICES 

1365 

68 

785 

696 

19 

51.6 

1 15 

7.4 

4  1 

10.8 

1 1.9 

679 

621 

FLIGHTSAFETY  INTERNATIONAL 

1363 

2 

550 

297 

7 

66  4 

-19 

22.4 

29.6 

12.2 

12  7 

750 

POTLATCH 

1357 

-6 

534 

1369 

3 

38.3 

-51 

2.8 

5  9 

4  0 

4.2 

2067 

623 

UJB  FINANCIAL 

1355 

1 

530 

1062 

-6 

74.2 

38 

7.0 

4.8 

NA 

7.7 

13411 

624 

u  i  k  r  ii  i  ii     a    ii  ft  r  u 

MARSHALL  &  ILSLEY 

1353 

-3 

542 

788a 

-2 

125.2 

14 

15.9 

13.7 

14.7 

16.0 

7910 

625 

KANSAS  CITY  POWER  8  LIGHT 

1347 

-13 

513 

857y 

7 

105.8 

23 

12.3 

10.8 

8.2 

1 1.8 

2755 

626 

AMSOUTH  BANCORPORATION 

1345 

12 

579 

971 

12 

146.2 

35 

15.1 

12  4 

16  2 

15  3 

1 1542 

627 

20th  CENTURY  INDUSTRIES 

1338 

-10 

492 

1104 

10 

108  6 

-8 

9.8 

1 1.7 

16.9 

16.6 

1650 

628 

CHARMING  SHOPPES 

1335 

1  4 

475 

1234a 

9 

77  9 

4 

6.3 

6  6 

15.3 

15.7 

824 

629 

rcuTiinu  rti  cnunuc  ruTrnnnit  cc 

CENTURY  TELEPHONE  ENTERPRISES 

1333 

-1  1 

518 

433 

20 

69  0 

15 

15.9 

16.7 

NA 

13.9 

1319 

630 

ST.  JUDE  MEDICAL 

1327 

-17 

484 

253 

5 

109.6 

8 

43.4 

42.4 

23.5 

23.5 

513 

631 

BANCORP  HAWAII 

1325 

-4 

541 

938 

0 

132.6 

14 

14.1 

12.4 

16.8 

14.1 

12462 

632 

TIG  HOLDINGS 

1324 

NA 

NR 

1945a 

NA 

-216.2 

NA 

NM 

NA 

17.9 

-10.8 

6400 

633 

WASHINGTON  MUTUAL  SAVINGS  BANK 

1322 

16 

740 

1 180 

37 

175.3 

52 

14.9 

13.4 

5.2 

14.0 

15827 

634 

ADOBE  SYSTEMS 

1322 

33 

709 

313 

18 

57.0 

31 

1 8.2 

16  4 

21.4 

21  4 

328 

635 

KEMPER 

1320 

-8 

509 

1549 

3 

-89.4 

NM 

NM 

O.I 

NA 

-8.5 

14038 

636 

PAINEWEBBER  GROUP 

1318 

26 

682 

4005y 

19 

246.2 

15 

6  1 

6  3 

31.4 

219 

36729 

637 

FINGERHUT 

1309 

57 

754 

1808 

13 

75.3 

22 

4  2 

3.8 

14.5 

17  4 

972 

638 

ALLEGHENY  LUDLUM 

1308 

9 

621 

1 100 

6 

70.8 

51 

6  4 

4.5 

17.9 

17  5 

889 

639 

COMPUWARE 

1 308 

30 

691 

278 

27 

47.7 

350 

17  1 

4.8 

24.9 

24.9 

316 

640 

CLAYTON  HOMES 

1308 

21 

685 

542 

31 

61.8 

35 

1  1 .4 

1 1 .0 

NA 

16.8 

660 

641 

HOSPITALITY  FRANCHISE  SYSTEMS 

1295 

109 

NR 

257y 

27 

34.3 

73 

13.4 

9.8 

7.4 

13.1 

785 

642 

NOBLE  AFFILIATES 

1 286 

41 

728 

287y 

-6 

12.6 

-69 

4.4 

13.6 

4.0 

3.0 

649 

643 

nnAuiMui   lire    a  irrmrur 

PROVIDENT  LIFE  &  ACCIDENT 

1284 

-1 

580 

2938y 

2 

-81.2 

NM 

NM 

3.9 

-5.1 

-7.7 

16892 

644 

FIRST  COLONY 

1282 

-29 

NR 

1497a 

27 

190.2 

26 

12  7 

12.8 

15  9 

20.8 

8300 

645 

OLSTEN 

1278 

70 

799 

2158y 

10 

-11.9 

NM 

NM 

1.4 

NA 

-4.1 

787 

646 

GRUMMAN 

22 

675 

3249y 

-7 

65.5 

-45 

2.0 

3  4 

8  4 

7  4 

2024 

647 

ntTnit  cTAncc 
PEJRIE  STORES 

8 

617 

1471a 

5 

-33.2 

NM 

NM 

0.8 

NM 

-5.5 

962 

648 

SOLECTRON 

115 

926 

1022 

133 

38.4 

159 

3.8 

3  4 

10  9 

14  0 

653 

649 

LTV 

NA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5523 

650 

CBI  INDUSTRIES 

24 

706 

1671y 

0 

-34.0 

NM 

NM 

43 

0.0 

-5  6 

1793 
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ATION                              DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

12-MONIH  PRICE  INST.  ANA1YSTS'  ESTIMATES  i 

HIGH/  ASHOF  TOTAL      :   TUTIONS  SHBS  TURN-  1992            1993  1994  VA!I 

IOW  (OOK  PE  YIELD            PAYOUT  RETURN  HOIOING  OUT  OVER  ACTUAl  ACTUAl  EST  ATION 

S  VAIUE  RATIO  %  %  %  %  Mil  %  FY  S  S  S  %  

42/33  201  16  2.85  45  16  63  37  58.1  12  2  12       2.46  2.74         3.3  Utilities 

53/26  447  47  0.00  0  46  74  32  383  3  12  1.12       0  93  1.15  14  8  Healthcare 

39/33  151  13  7.57  96  7  31  40  63  8  12  2.42       2.78  2.79         3.6  Utilities 

35/19  NEG  NM  0.00  0  31  51  51  1253  12  -0.13  -0.40  -0.27  815  Telecommunications 

41/30  111  16  2.66  43  13  40  37  37.4  01  2.36       2.35  2.74  5.5      \  Retailing  

76/45  169  6  0.90  5  13  52  25  222.3  12  5.56b       9.12  6.63         8.9  Nonbank  financial 

59/38  280  17  0.00  0  31  92  25  208.4  07  3.01        3.40  3.81         3.7  Leisure 

31/24  168  12  3.59  44  5  56  48  615  12  2.22       2.38  2.96         3  4  Banks 

35/24  65  9  3.96  35  0  75  55  69  6  12  2.14       2.83  1.53  17.0  Nonbank  financial 

57/31  436  23  0.00  0  40  16  27  57.3  09  1.78       2.25  2.66         2.6  Healthcare  

44/32  320  14  0.00  0  12  69  37  70  9  08  2.43       2.65  2.71  1.1  Leisure 

22/15  NEG  21  0.00  0  17  90  70  34  8  12  1 .11        0  94  1.42         5  6  Conglomerates 

19/14  1298  NM  0.00  0  15  87  74  45.1  12  -0.54  -0.66  0.69         2.9  Services 

63/49  72  7  4.23  31  -3  18  26  1 3.4  12  6.68       7.00  5.50         2  5  Nonbank  financial 

60/37  475  23  0.83  19  22  92  24  556.0      :     01  1.76       2.50  3.60  NM  Office  equipment 

45/29  314  17  0.00  0  41  89  31  143.5  12  181        2  62  2  94         6.5  Services 

28/23  193  18  3  91  71  6  60  50  35.0  08  1.50       1.52  1.65         2.4  Electrical 

27/21  200  14  5.17  72  18  65  57  111.4  12  1.75        1.73  1.81  9.4  Utilities 

37/20  474  NM  0.00  0  50  76  41  90.5  12  -5.83  -1.96  194  17  5  Metals 

29/17  316  32  0.00  0  64  72  49  92.6  10  0  31        0.88  1.35         3  7  Electrical 

44/32  261  21  0.95  20  9  48  32  50.8  12  2.39       2.01  2  13         6  1  Transportation 

52/38  148  35  3.35  118  -3  42  29  39  8  12  2  71        1.32  2.63  14  1  Paper 

34/22  143  18  3.20  59  2  35  52  101.6  12  1.09        1.42  2.44         3.7  Banks 

26/19  174  12  2  60  30  1  38  63  53.7  12  173        1.87  192         2.1  Banks 

26/21  155  13  6.80  89  -7  25  62  42.9  12  1.35       1.66  1.71         2.3  Utilities 

36/27  141  10  4  57  45  7  47  44  47.6  12  2.55       3.10  3  38         18  Banks 

34/24  204  12  2.46  30  -8  32  51  22.4  12  2.29       2.11  2.33         9.4  Nonbank  financial 

18/11  268  18  0  69  13  -13  70  103  246  2  01  0  75       0.71d  0.86         5.8  Retailing 

33/23  268  19  1.23  24  -13  62  51  60.6  12  1.25        1.35  1.56         7.1  Telecommunications 

40/25  284  12  1.40  17  -14  52  47  2314  12  2  12       2  32  2.39         4.2  Healthcare 

54/40  141  10  3.35  34  -3  60  28  47.4  12  4.12       4.63  5.00         20  Banks 

28/20  110  NM  0.96  DEF  NA  84  64  NA  12  -0.68  -2  04  154  12  3  Nonbank  financial 

28/19  111  8  2.91  23  6  72  60  138.9  12  2.17       2.74  3.04         3  6  Nonbank  financial 

37/16  496  24  0.68  16  32  86  45  721  8  11  0  94       1.22  1.37         4  4  Office  equipment 

43/29  104  NM  2.28  DEF  42  70  33  163.9  12  -4.28  -2.52  3.54  14.1  Nonbank  financial 

35/23  118  6  2.24  13  15  59  49  92  7  12  4  24        4  66  3  65  11.8  Nonbank  financial 

31/18  302  19  056  11  56  97  46  104.9  12  1.19       150  1.73         1.7  Retailing 

25/18  324  19  2  42  45  12  54  66  79  5  12  0.71        1.06  1 .23  179  Metals 

37/19  683  24  0.00  0  25  39  36  167.3  03  1.03        1.50d  1.88         2.1  Office  equipment 

27/17  356  25  0.00  0  20  71  56  79.1  06  0.72       0.94  1.17         6.8  Housing 

61/27  494  43  0.00  0  103  79  22  106.0  12  0.92        1.37  1.93         2.6  Services 

31/20  308  NM  0  62  62  27  61  50  99.2  12  0.93       0.26  0  79  22.8  Fuel 

32/26  108  NM  3.67  DEF  2  46  45  15  5  12  2.49  -2.03  3.49         8  9  Nonbank  financial 

37/23  131  6  1.00  6  -28  49  49  60  6  12  3.32       4.12  2  31  4  8  Nonbank  financial 

32/22  440  NM      ;      0.75  DEF  14  62  40  75.7  12  0.87  -0.30  1.55         2.6  Services  

43/30  143  20  3.20  63  24  47  34  67.6  12  3  49       1.90  3.70         4  6  Aerospace 

31/23  212  NM  0.73  DEF  9  24  47  33  7  01  0.32  -0.36d  0.38  26.3  Retailing 

34/17  465  39  0.00  0  74  90  41  203  5  08  0.44        0  80  1.20  3.3  Electrical 

18/10  352  NA  0.00  0  NA  47  76  NA  12  -0.90        NA  0.93  16.1  Conglomerates 

35/22  179  NM  143  DEF  23  67  38  85  0  12  1.79  -1.07  1.51  7  9  Fuel 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS] 

SMIL 

riAN&f 
FROM 

% 

YEAR 
AGO 
RANK 

12 

,  MONTHS 
1993 
SMIL 

CHANGE 
FROM 

•/. 

12 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

12 

MONTHS 
1993 

12 
MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

X 

12  1 

MONTHS  I 
1993  1 
S  MIL  | 

651 

DEAN  FOODS 

1252 

11 

644 

2296 

-1 

63.9 

3 

2.8 

2.7 

11.2 

12.9 

10081 

652 

MONTANA  POWER 

1247 

-12 

543 

545 

8 

107.2 

0 

19  7 

21.2 

9.0 

11.3 

23871 

65:! 

OLD  KENT  FINANCIAL 

1246 

-14 

536 

807 

-1 

127.9 

15 

15.9 

13.6 

17.8 

16.1 

95151 

654 

EQUITABLE  RESOURCES 

1245 

15 

632 

1095 

35 

73  5 

23 

6.7 

7.4 

95 

10.3 

19531 

655 

FIRST  ALABAMA  BANCSHARES 

1242 

-5 

555 

688 

5 

112.0 

18 

16.3 

14.5 

9.3 

13.2 

104761 

656 

AMERICAN  PREMIER  UNDERWRITERS 

1238 

-4 

578 

1763y 

24 

242.7 

377 

13  8 

3  6 

NA 

14  2 

3902| 

657 

BI0MET 

1238 

-15 

517 

352 

15 

65.6 

13 

18.6 

19.0 

19.9 

19.9 

381  J 

658 

HOME  SHOPPING  NETWORK 

1237 

73 

869 

1047 

-2 

-15.5 

NM 

NM 

2  5 

NM 

-8.0 

469  1 

659 

XILINX 

1237 

82 

814 

231 

42 

37.1 

63 

16.1 

14.0 

23.2 

23.3 

204 1 

660 

BEVERLY  ENTERPRISES 

1236 

49 

798 

2871 

11 

60.3 

NM 

2.1 

0.2 

7.2 

6.2 

1950  J 

661 

LOUISIANA  LAND  &  EXPLORATION 

1236 

15 

640 

815y 

4 

12.7 

NM 

1.6 

NM 

2.7 

3.0 

18391 

662 

QUESTAR 

1234 

7 

637 

660 

12 

83  7 

15 

12.7 

12.3 

NA 

14.3 

1292 

663 

BRIGCS  &  STRATTON 

1233 

37 

747 

1  190 

9 

84.0 

46 

7.1 

5.2 

21.3 

24.0 

714] 

664 

FEDERAL-MOGUL 

(233 

222 

NR 

1576 

25 

40 .1 

81  1 

2.5 

0.3 

7.7 

10.3 

1289 

665 

ELECTRONIC  ARTS 

1232 

9 

623 

398 

53 

42.1 

52 

10.6 

10.6 

30.1 

31.5 

245 1 

666 

FIRST  VIRGINIA  BANKS 

1231 

-4 

583 

592a 

-1 

1 13.6 

27 

19  2 

14.9 

17.3 

17.3 

6975 

667 

OLD  REPUBLIC  INTERNATIONAL 

1231 

-1 

567 

1736 

7 

166.3 

-5 

9.6 

10.8 

10.6 

13  0 

6098 

668 

McDERMOTT  INTERNATIONAL 

1230 

-8 

557 

3042 

-5 

104.8 

149 

3.4 

1.3 

12.5 

185 

3148 

669 

IPALCO  ENTERPRISES 

1230 

-17 

524 

664 

5 

78.6 

-14 

11.8 

14.5 

7.8 

9.6 

1966 

670 

UTILICORP  UNITED 

1229 

27 

649 

1572 

21 

86  4 

63 

5.5 

4.1 

7.5 

9.6 

2851 

671 

DELMARVA  POWER  &  LIGHT 

1228 

-3 

582 

971 

12 

1111 

13 

11.4 

1  1.4 

8.4 

11.7 

2594 

672 

STOP  &  SHOP 

1227 

25 

702 

3508a 

6 

59  6 

22 

1.7 

1.5 

10  3 

38.5 

1567 

673 

AMERICAN  RE 

1223 

-51 

NR 

1444 

26 

108.1 

172 

7.5 

3.5 

10  2 

13.9 

6231 

674 

BOSTON  EDISON 

1218 

-8 

560 

1482 

5 

118.2 

10 

8.0 

76 

8  6 

115 

3477 

675 

BROOKLYN  UNION  GAS 

1217 

12 

654 

1230 

10 

78.2 

23 

6.4 

5.7 

7.5 

10.3 

2090 

676 

THOMAS  &  BETTS 

1217 

-4 

596 

1076 

2 

54.9 

8 

5.1 

4.8 

NA 

1  1.4 

1133 

677 

SUPERIOR  INDUSTRIES  INTERNATIONAL 

1214 

69 

855 

393 

21 

45  2 

58 

11.5 

8.8 

23.7 

26.7 

307 

678 

ADVANTA 

1212 

47 

811 

387y 

13 

77.9 

62 

20.1 

14.1 

14.3 

24.5 

2141 

679 

USFSG 

1210 

4 

647 

3249 

-1 1 

1270 

263 

3.9 

1.0 

NM 

8.8 

14637 

680 

CALLAWAY  GOLF 

1208 

249 

NR 

255 

93 

41.2 

114 

16.2 

14.6 

35.3 

35.3 

144 

681 

VARIAN  ASSOCIATES 

1208 

48 

800 

1343 

5 

50.9 

35 

3.8 

2.9 

11.3 

12.2 

883 

682 

MASCOTECH 

1202 

62 

839 

1583 

-4 

70.9 

84 

45 

2  3 

7.5 

9  4 

1976 

683 

MILLIPORE 

1202 

54 

837 

445 

4 

49.0 

38 

no 

5.1 

9  8 

10.6 

703 

684 

CHICAGO  8  NORTH  WESTERN  HOLDINGS 

1196 

38 

766 

1043 

6 

64.0 

71 

6  1 

3  8 

9.0 

32.2 

2121 

685 

CROMPTON  &  KNOWLES 

1192 

3 

655 

558 

8 

52.0 

20 

9  3 

8.4 

20.9 

21.0 

365 

686 

ALUMAX 

1191 

NA 

NR 

2347 

-3 

-134.5 

NM 

NM 

NM 

NM 

-12  4 

2800 

687 

GENETICS  INSTITUTE 

1188 

80 

910 

108 

23 

-169 

NM 

NM 

NM 

-4.1 

-4.9 

441 

688 

LGSE  ENERGY 

1186 

-6 

593 

900 

8 

86.8 

10 

9  6 

9  4 

7.8 

11.1 

2285 

689 

AT&T  CAPITAL 

1183 

NA 

NR 

1360 

7 

71.5 

-3 

5.3 

5  8 

5.9 

8.0 

6205 

690 

ALEXANDER  &  BALDWIN 

1182 

5 

660 

979y 

30 

67.0 

1 1 

6.8 

8.0 

6  9 

11.7 

1930 

691 

BANKERS  LIFE  HOLDING 

1180 

NA 

NR 

1456 

14 

136.0 

63 

93 

6.5 

21  8 

24  3 

3900 

692 

TIDEWATER 

1178 

2 

650 

516 

22 

33.3 

465 

6  5 

1.4 

6  6 

60 

791 

693 

SUNAMERICA 

1177 

-9 

595 

899y 

7 

138.6 

53 

15.4 

108 

NA 

16  6 

15214 

694 

IDB  COMMUNICATIONS  GROUP 

1175 

276 

NR 

256a 

90 

18.5 

187 

7  2 

4  8 

4  4 

6  6 

706 

695 

CENTEX 

1175 

21 

733 

2996y 

26 

78.7 

43 

2.6 

2.3 

9.8 

12.7 

2670 

696 

PYXIS 

1173 

70 

832 

100 

117 

25  5 

114 

25.5 

25.7 

24.7 

24.7 

143 

697 

GEORGIA  GULF 

1167 

46 

824 

769 

-1 

42.2 

-9 

5.5 

5  9 

27.9 

NM 

403 

698 

PAYCHEX 

1165 

59 

835 

207 

18 

23.7 

41 

1  1.5 

9  6 

24.4 

24.6 

1  i5 

699 

MULTIMEDIA 

1161 

-5 

590 

635 

10 

85  5 

41 

13  5 

105 

26  5 

NM 

647 

700 

SYNOVUS  FINANCIAL 

1159 

1 

646 

615 

3 

74.1 

21 

12  0 

10.3 

NA 

16.5 

5627 

112  .        .-.  .-■  MAF-IH 
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tLUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ENT 
ARE 

C£ 

$ 

1 2-MONTH 
HIGH/ 
10W 
5 

PRICE 
AS%0F 
BOOK 
VAIUE 

M 

RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHIS 

OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1992 
ACTUAL 
S 

1993 
ACTUAL 

s 

ANALYSTS'  ESTIMATES 
1994  VARI- 
ES! ATION 

S  % 

!2 

34/23 

254 

17 

2.03 

35 

12 

34 

40 

37.1 

05 

1.73 

1  83d 

2.18 

5.0 

Food 

!4 

28/23 

137 

12 

6  74 

81 

-7 

38 

53 

47.7 

12 

2  02 

1 .98 

2  11 

1.9 

Utilities 

11 

38/29 

157 

10 

3.77 

37 

-1 1 

39 

41 

52.3 

12 

2.75 

3.14 

3.37 

2.1 

Banks 

16 

44/34 

174 

16 

3.16 

50 

8 

62 

34 

40.6 

12 

1  92 

2.27 

2  59 

4.6 

Utilities 

10 

38/30 

146 

10 

3.44 

35 

-11 

38 

41 

66.7 

12 

2.60 

3.01 

3.35 

1.5 

Banks 

!6 

40/25 

73 

5 

3.37 

18 

-3 

76 

47 

49  9 

12 

1  08 

5.03 

1.86 

7.0 

Nonbank  financial 

1 

14/8 

376 

18 

0.00 

0 

-16 

35 

115 

119.1 

05 

0.56 

0.60d 

0.69 

4.3 

Health  care 

3 

'.5/4 

639 

NM 

000 

0 

63 

36 

93 

163.6 

12 

0.42 

-0. 1 8 

0.50 

18.0 

Retailing 

>5 

55/30 

777 

32 

0.00 

0 

77 

95 

23 

324.3 

03 

1.15 

1  68d 

2  13 

7.0 

Electrical 

5 

16/9 

216 

34 

000 

0 

36 

77 

82 

152.5 

12 

0.04 

0.45 

0.85 

2.4 

Health  care 

7 

49/37 

296 

87 

2.68 

233 

1 

69 

33 

60.7 

12 

-0.04 

0.43 

0.66 

53.0 

Fuel 

1 

44/28 

211 

15 

3.58 

52 

10 

77 

40 

54.5 

12 

1.79 

2.10 

2.13 

3  3 

Utilities 

5 

90/59 

353 

18 

2.16 

38 

40 

71 

14 

85.4 

06 

3.56 

4.86 

5.81 

5.2 

Manufacturing 

5 

38/17 

433 

31 

1  38 

42 

106 

59 

35 

125.5 

12 

-0.01 

1.13 

1.62 

9  9 

Automotive 

6 

42/24 

922 

29 

0.00 

0 

5 

79 

47 

534.3 

03 

0.65 

0.90d 

1.16 

3.4 

Office  equipment 

8 

41/32 

184 

1 1 

3.26 

35 

-2 

34 

32 

31.8 

12 

3.02 

3.57 

3.74 

2.9 

Banks 

4 

28/22 

101 

8 

1.85 

16 

-2 

70 

52 

51.3 

12 

3.09 

2.83 

2.70 

3.7 

Nonbank  financial 

3 

33/23 

226 

15 

4.32 

67 

-7 

84 

53 

90.8 

03 

1.29 

1  50d 

1.47 

13.6 

Services 

3 

40/32 

156 

16 

6.25 

102 

-12 

39 

38 

27.7 

12 

2.35 

2.00 

2.68 

2.6 

Utilities 

9 

34/27 

148 

15 

5  74 

86 

13 

20 

42 

40.4 

12 

1 .32 

1 .95 

2  16 

4.2 

Utilities 

1 

26/21 

142 

12 

7.38 

88 

-5 

23 

59 

37.3 

12 

1.69 

1.76 

1.72 

3.5 

Utilities 

5 

28/17 

794 

20 

0.00 

0 

25 

29 

49 

45.5 

01 

1.05 

1.24d 

1.51 

4.0 

Food 

6 

40/26 

159 

12 

0.00 

0 

-30 

25 

47 

38.7 

12 

NA 

2.22 

2.65 

64 

Nonbank  financial 

7 

33/26 

137 

12 

6  52 

77 

-3 

31 

45 

447 

12 

2  10 

2.28 

2.34 

2.1 

Utilities 

6 

29/25 

161 

15 

5.14 

78 

1 1 

26 

46 

28.2 

09 

1.35 

1.73 

1.77 

2.3 

Utilities 

5 

72/57 

253 

22 

3.47 

77 

-1 

74 

19 

50.3 

12 

2.72 

2.91 

3  65 

4.9 

Electrical 

0 

49/24 

718 

27 

0.30 

8 

69 

56 

30 

87.6 

12 

0.95 

1.47 

1.75 

2.9 

Automotive 

1 

47/23 

382 

16 

0.66 

10 

27 

24 

40 

120.5 

12 

1.39 

1.95 

2.46 

1 .6 

Nonbank  financial 

4 

20/1 2 

134 

15 

1.40 

22 

5 

39 

85 

99.8 

12 

-0.16 

0.93 

0.92 

17.4 

Nonbank  financial 

i 

/ 

1036 

30 

0.56 

17 

193 

67 

17 

370.7 

12 

1.28 

2.39 

7  89 

4.8 

Leisure 

0 

72/44 

290 

28 

0.57 

16 

55 

69 

17 

105.6 

09 

2.04 

2.52 

3.62 

7.2 

Electrical 

4 

28/12 

206 

25 

033 

8 

92 

27 

50 

95  1 

12 

0.48 

0  97 

1.50 

6  0 

Automotive 

3 

47/26 

261 

25 

1.30 

32 

56 

74 

28 

834 

12 

1 .41 

1.75 

2.07 

6  8 

Electrical 

8 

28/1 9 

602 

19 

0.00 

0 

33 

64 

44 

59.5 

12 

-0  58 

1  44 

2.03 

5.9 

Transportation 

3 

27/1 8 

501 

23 

1.73 

40 

4 

60 

52 

58.1 

12 

0.87 

1 .00 

1.15 

1.7 

Chemicals 

7 

28/17 

102 

NM 

0.00 

0 

NA 

13 

44 

NA 

12 

-1.43 

-3.24 

-1.18 

50.0 

Metals 

5 

50/27 

287 

NM 

0.00 

0 

67 

21 

26 

45.2 

11 

-1 .80 

-0.81 

-1.00 

13.0 

Health  care 

6 

43/34 

163 

15 

5.78 

84 

-2 

26 

33 

20.0 

12 

2.34 

2.47 

2.73 

2.2 

Utilities 

5 

30/22 

133 

15 

1.43 

22 

NA 

5 

47 

NA 

12 

1.60 

1.66 

2.01 

1.0 

Nonbank  financial 

6 

28/23 

207 

18 

3.45 

61 

9 

46 

46 

54.5 

12 

1.31 

1.45 

1.59 

7.5 

Transportation 

2 

28/17 

218 

8 

0.37 

3 

NA 

27 

55 

53.9 

12 

1.60 

2.63 

2.68 

56 

Nonbank  financial 

2 

07  /  1  P. 

212 

26 

1  80 

48 

4 

65 

53 

75.6 

03 

0.53 

0.84d 

1.12 

10.7 

Fuel 

6 

47/27 

179 

13 

1.13 

15 

-8 

61 

33 

82.4 

09 

1.80 

2.75 

3.47 

5.5 

Nonbank  financial 

g 

1  O  /  7 

iy/  / 

446 

50 

0.00 

0 

158 

56 

65 

287.9 

12 

0.24 

0.36d 

0.54 

7.4 

Telecommunications 

7 

J >t  /07 
AO/  Z/ 

189 

15 

0.54 

8 

20 

86 

32 

112.8 

03 

1 .91 

2.56d 

3.04 

7.6 

Housing 

4 

39/17 

1 136 

49 

0.00 

0 

68 

62 

35 

496.5 

12 

0.39 

0.68 

1.02 

2.0 

Office  equipment 

9 

30/17 

NEG 

28 

0.00 

0 

43 

67 

41 

116.0 

12 

1.18 

1.01 

1.41 

9.9 

Chemicals 

9 

41/24 

1206 

43 

062 

27 

59 

59 

30 

866 

05 

0.67 

0.90d 

1.10 

3.6 

Office  equipment 

1 

40/30 

NEG 

14 

0.00 

0 

-6 

79 

37 

98.1 

12 

1.61 

2.23 

2.11 

7.1 

Publishing/TV 

7 

20/15 

258 

16 

2.15 

34 

3 

8 

67 

10  6 

12 

0.92 

1.1  1 

131 

1.5 

Banks 

FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  78 


The    Business    Week    1  □  □  □ 


COMPANY  MARKET  VALUE  SALES  PROFITS  ASSETS 


CHANGE                              1!  CHANGE  12  CHANGE  12  12  ON  ON  12 

FROM  YEAS  MONTHS  FROM  MONTHS  FROM  MONTHS  MONTHS  INVESTED  COMMON  MONTHS 

1993  AGO  -1993  1992  1993  1992  1993  1992  CAPITAL  EQUITY  1993 

MIL            %  RANK  SMIL.  %  SMIL  %  %  X  %  %  SMIL 


701 

HATIHWAI  HFAITH  1  A  RflD  A  Tft  D  IF  t 
nAIIUnfll  nlflLIn  LADUK  A  1  UKIEj 

4  1  CO 
1  1  JT 

1 8 

561 

761 

5 

1 1 2.7 

1 78 

14.8 

5.6 

31 .0 

66.1 

533 

702 

HEMIC 
DEMI) 

1  OS 

1  2 

568 

1 204 

2 

46. 1 

-20 

3.8 

4.9 

9.9 

1 2.7 

797 

703 

LEUIAUIA  NAIIUNAL 

i  i  C  7 
113/ 

-1 0 

690 

1 447a 

—10 

1 35.9 

-1 2 

9.4 

9.6 

1 1.4 

16.1 

4897 

704 

tci tnuui 

TELEDYNt 

115/ 

3 

653 

2492 

-14 

72.8 

59 

2.9 

1  6 

16.0 

26.0 

1478 

705 

TFfllMtFU  DDnnilfTt 

1 3 

883 

1314 

4 

81 .4 

56 

6.2 

4.2 

NA 

1 1 .9 

1 1 33 

70ti 

Wtll  M  A  K  ft  I  i 

1  1  J  J 

4 

665 

1441 

1 2 

73.0 

2 

5. 1 

5.6 

1 0.3 

10.3 

804 

707 

AIIMFDIfA  DDADFDTV  J?  fAUIAITV 
ALLMEKIln  PKUKEKII  &  vAjUALII 

1  1  J  J 

0 

622 

1 972a 

6 

247.4 

1 00 

12.6 

6.6 

20. 1 

21 .0 

5020 

708 

d  c  c  t  n  II V 
DC  3  1  BUT 

10/ 

1  47 

NR 

2427 

80 

31 .0 

1 1 9 

1 .3 

1  1 

6.9 

10.7 

1 169 

709 

SOUTHWESTERN  PUBLIC  iERVICt 

4  4  C  4 

1151 

-15 

553 

821 

8 

107.1 

5 

13.1 

13.5 

10.4 

14.7 

1813 

7 1  n 

/  1  u 

AM  1  A  f  A  t  II  A  1  TV 
UrTIU  l AiU AL  1  1 

1  1  AH 
1  1  40 

-3 

616 

1 670 

-8 

87.0 

-10 

5.2 

5.4 

9.0 

1 0. 1 

3817 

711 

MAV AT  ADC 
NU V  AL ARE 

1  1  40 

43 

790 

618 

36 

46.0 

-2 

7.4 

10.3 

1 0.7 

15.5 

640 

712 

A  II  A  1  t  A  M  M 

UU  Alt  UMM 

1  1  A  7 
114/ 

69 

825 

1 92 

NA 

1 8.7 

NA 

9.7 

NA 

7.9 

7.9 

3 1 1 

713 

TFUTDAI    FirtFIITV  R  A  Utf  C 
lEFIIKAL  rlUELIIT  DAflftj 

1  1  A  k 
1  1  40 

-7 

606 

739a 

6 

99.4 

39 

13.4 

10.2 

1 5.9 

15.6 

9106 

714 

IBP 

1 146 

76 

760 

1 1671 

5 

77.5 

22 

0.7 

0.6 

9.3 

12.6 

1550 

715 

DivFDu/nnn  iutfdm atiau ai 

KIVEKVfUUU  INItKNAIIUnAL 

1  1  A  C 

34 

774 

1 1 20 

0 

3.2 

-93 

0.3 

3.9 

NM 

0.6 

2076 

710 

TF  1  1  A  R  { 
1 ELLAD  3 

1  1  A  A 
1144 

238 

NR 

320 

24 

30.5 

8  1 

9.5 

6.5 

1 4.5 

1 4.7 

329 

717 

DIICCF1 1 

1  1  A  1 
114  1 

— 1 4 

563 

93 1 

4 

49. 1 

-40 

5.3 

9. 1 

7.9 

8.4 

1017 

718 

MATIAUAI    FIIFI    C  A  ^ 
NAIIUNAL  rUEL  0  A  J 

1  1  J  / 

6 

677 

1 036 

1 0 

77. 1 

30 

7.4 

6.3 

9.0 

1 0.5 

2036 

719 

111  TAlUllt 

ULTRAMAR 

1137 

47 

823 

2438 

-6 

86.5 

101 

3.5 

1.7 

1 1 .2 

16.6 

1657 

1 IV 

f  1  D  D  IK   1  A  A  1  f 

11)7 
1  1  J  / 

1 09 

987 

479 

56 

25.0 

1 3 

5.2 

7.2 

12.8 

1 4.0 

320 

721 

UFUf  DIAU  DFAITV  TDIKT 
NEW  rlAN  KtALIT  IKUil 

1  i  JO 

-4 

615 

80a 

1 9 

44.9 

-7 

56.0 

72.3 

8.9 

9.0 

530 

722 

MTU 
Ml  N 

1130 

28 

804 

1 470 

2 

73.5 

27 

5.0 

4.0 

1 0.8 

1 6. 1 

1 864 

723 

IIC  A 
UiU 

1  1  i  $ 

NA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NM 

2186 

724 

LI   1    |    II  f       II  [    1    1  III 

VALUE  health 

1 133 

56 

828 

61 4y 

93 

8  6 

-58 

1 .4 

6.4 

NA 

3.2 

345 

725 

ATlAMTIf  CflllTUFACT  AIDIIUFt 
AILANIll  >UUInEA)I  AlWLInti 

ID) 

1 7 

71 8 

288 

22 

46.3 

25 

1 6. 1 

1 5.7 

1 3.9 

2 1 .7 

466 

720 

DITTCTAU  (  t  D  U  IT  F  C   f.  D  A  II  D 
rlll)IUN  icKVUti  UKUUr 

1  1  t  A 
1  1  5  U 

N  A 

NR 

1 569y 

1 1 

47. 1 

73 

3  0 

1 .9 

1 1 .3 

13.1 

800 

727 

A  H  A  DTFf 
AU AK 1  El 

1  1  7  A 
1  1  S\J 

80 

915 

355 

30 

55. 1 

3 1 

1 5.5 

1 5.3 

20.8 

21.6 

329 

728 

UULLAk  ueNEKAL 

1  1  70 
1  1  £7 

53 

801 

1 042a 

1 9 

43.2 

39 

4  2 

3.6 

1 9.8 

1 9.7 

454 

729 

■  i  i  it  r    ui  it  c  t    r  nniin 

NINE  WEST  GROUP 

1 126 

140 

NR 

552 

20 

59.3 

55 

10.7 

8.3 

NA 

39.2 

297 

rtUtkAL  rArtK  dUAkU 

1  1  7  A 

3 

673 

1 387 

-5 

20.8 

-75 

1 .5 

5.7 

3.0 

NA 

2594 

731 

DIIDIIUATnil  f  n  A  T  CifTftDV 

oUKLINulUN  IUAI  rAUUKT 

117  7 

76 

924 

1 392y 

24 

55.7 

36 

4.0 

3.6 

15.0 

1 7.4 

695 

732 

1 1  U  N  t  1  UN  1  AI  Nc  K 

117  1 
11/1 

3 

657 

5060 

-8 

-319.2 

NM 

NM 

NM 

NA 

-52.5 

6725 

733 

II  i  BCi*  A 

HAKHU 

111/ 

10 

671 

1422 

-12 

80.8 

-12 

5.7 

5.6 

9.8 

15.6 

1 447 

734 

mrnni  n 

DIEBOLD 

1  1  16 

37 

783 

623 

15 

48.4 

18 

7  8 

7  6 

1 1.9 

1 1.6 

591 

735 

niiTDirv  cTtiirLiniicc 
UU  I  D  A I  K  i  1 1  flUHOU  it 

4  4  l\L 
1  106 

61 

923 

271 

60 

23.3 

65 

8  6 

8.3 

25.9 

20.6 

133 

736 

ucctriuTiic  Diurnnn/iniTinu 
ntKlANIILt  D ANl UKPUK A  1 IUN 

1  1  A  C 
1  1U3 

4 

687 

893 

-2 

1 1 7.0 

37 

)  3  1 

9  4 

NA 

1 3.9 

10513 

737 

ccumii  uiiTniTinu 
UCNCKAL  NU  1  HI  1  IUN 

1  1  A  ) 
1  103 

198 

NR 

517a 

20 

21 .2 

NM 

4. 1 

0.4 

10.2 

13.1 

452 

738 

FINA 

1 099 

9 

695 

3416 

1 

70  4 

1  9  1 

2  1 

0  7 

6.0 

6.3 

2708 

739 

TIMKEN 

1096 

21 

757 

1709 

4 

-17.7 

NM 

NM 

0.3 

NM 

-2.6 

1790 

lift 

740 

f  UI    t  n  A  II  ft 

CML  GROUP 

1  09/ 

5 

643 

731 

26 

65.1 

33 

8.8 

7.4 

24.5 

3 1 .5 

400 

741 

UfftlTftllCT 

MEDITRUST 

1092 

27 

773 

151 

14 

63.6 

24 

42.2 

38.8 

NA 

10.9 

1310 

742 

ATI  1  y  Til*     C  ki  I  n  r  V 

ATLANTIC  ENEROT 

1090 

1  6 

571 

866 

6 

1 12  7 

8 

1 3.0 

12  7 

8  4 

1 1 .4 

2488 

743 

PAUL  REVERL 

1 086 

NA 

NR 

1 190 

8 

85.8 

1 1 

7.2 

7.0 

NA 

8.9 

5152 

744 

RPM 

1085 

1  i 

782 

650 

-3 

46  5 

28 

7  2 

5.4 

10.1 

14.9 

653 

745 

STAPLES 

1084 

42 

815 

1122 

27 

25.4 

57 

2.3 

1.8 

7.7 

9.6 

556 

746 

FOUNDATION  HEALTH 

1082 

33 

822 

1806 

30 

81.1 

53 

4.5 

3.8 

19.0 

27  8 

1 198 

747 

FIRST  TENNESSEE  NATIONAL 

1077 

-7 

635 

823a 

-1 

101.8 

-2 

12.4 

12.5 

17.3 

18.4 

9459 

748 

BURLINGTON  INDUSTRIES 

1076 

0 

698 

2071 

1 

88  7 

NM 

4.3 

NM 

9  8 

17.6 

1837 

749 

ALC  COMMUNICATIONS 

1073 

203 

NR 

436 

16 

39.7 

187 

9.1 

3.7 

39.0 

156.4 

196 

750 

COMSAT 

1072 

4 

684 

640 

14 

74.0 

72 

11.6 

7  6 

8  7 

10.9 

1653 
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LUATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 


NT  12-MONTH 
E  HIGH/ 
E  LOW 

s 

PRICE 
AS%OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

INSTI- 
TUTIONS 
HOLDING 

SHRS 
OUT 

TURN- 
OVER 

1992 
ACTUAL 
$ 

1993 
ACTUAL 

ANALYSTS  ESTIMATES 
1994  VARI- 
EST  ATION 

$  % 

J  20/12 

679 

11 

2.39 

25 

-9 

75 

87 

102.6 

12 

0.43 

1.26 

1 .20 

1 4.2 

Health  care 

1  26/20 

3 1 9 

25 

2.39 

61 

-1 1 

46 

5  1 

27.5 

1 2 

1.11 

0.89 

1  OQ 

o  o 

o.y 

Containers 

>  48/36 

1 37 

1 1 

0.60 

7 

-9  . 

27 

28 

28.1 

1 2 

5.35 

3.75d 

4.02 

0.7 

Nonbank  financial 

28/1 9 

413 

1 6 

0.00 

0 

5 

42 

55 

49.8 

1 2 

0.83 

1 .32 

1.96 

16.8 

Conglomerates 

1  58/31 

1 68 

1 6 

1 .39 

22 

88 

21 

22 

1 1.2 

1 2 

2.39 

3.72 

4.06 

4.7 

Housing 

>  30/24 

163 

16 

2.73 

43 

7 

47 

44 

5.2 

12 

1.63 

1.66 

1 .80 

NM 

Food 

>  22/18 

96 

5 

0.86 

4 

1 

88 

62 

23.2 

1 2 

2.1 6 

4.08 

2.29 

6.6 

Nonbank  financial 

i  63/22 

398 

30 

0.00 

0 

1 02 

71 

2 1 

415.2 

02 

1.14 

1 .87d 

2.42 

6.2 

Consumer  products 

l  34/28 

1 67 

1 2 

7.82 

9 1 

— 9 

24 

4 1 

54.3 

08 

2.34 

2.43 

2.36 

4.7 

Utilities 

72/58 

1 33 

1 3 

4.58 

60 

2 

53 

1 8 

5 1 .5 

1 2 

5.40 

4.83 

4.71 

10.8 

Nonbank  financial 

1  18/11 

386 

19 

0.00 

0 

10 

42 

64 

101.0 

06 

0.75 

0.93 

1  C\A 
\  \)A 

o  o 
z.y 

Health  care 

43/1 6 

484 

90 

0.00 

0 

43 

35 

5 1 

452.4 

09 

-0.1 1 

0.25 

0.51 

25.5 

Electrical 

1  35/26 

1 74 

1 1 

3.39 

38 

— 5 

34 

'JO 

Do  O 

1  o 

2.25 

2.66 

3.05 

2.3 

Banks 

27/18 

1 87 

15 

0.83 

1 2 

27 

87 

48 

81 .7 

1 2 

1 .34 

1 .62 

1.96 

6.6 

Food 

19/13 

223 

NM 

0.91 

320 

28 

1 9 

65 

14.9 

1 2 

0.78 

0.05 

0.64 

29.7 

Containers 

54/13 

553 

39 

0.00 

0 

226 

80 

22 

360.7 

12 

0.80 

1.38 

1 .79 

5.0 

Telecommunications 

36/24 

1 96 

24 

1 .42 

34 

— 1 2 

49 

40 

45. 1 

1 2 

1 .99 

1.19 

1 .99 

5.0 

Consumer  products 

37/29 

1 54 

1 4 

5.01 

72 

2 

29 

37 

29.7 

09 

1 .94 

2.15 

2.24 

2.7 

Utilities 

32/1 9 

218 

1 3 

3.70 

49 

52 

96 

38 

70.7 

1 2 

1.14 

2.23 

2.78 

10.4 

Fuel 

45/1 3 

637 

38 

0.00 

0 

64 

67 

28 

595.3 

03 

0.81 

1  06d 

2.06 

1  2.6 

Office  equipment 

26/21 

227 

26 

5.66 

147 

1 

14 

49 

43.9 

07 

1.08 

0.89 

1 .21 

4. 1 

Housing 

39/30 

25 1 

1  6 

4.47 

69 

32 

44 

30 

41.3 

1 2 

2.11 

2.48 

2.62 

5.0 

Utilities 

36/10 

NEG 

NA 

0.00 

0 

NA 

21 

37 

NA 

1 2 

NA 

NA 

NA 

IN  M 

Housing 

44/23 

420 

NM 

0.00 

0 

55 

73 

27 

1 35.0 

1 2 

0.61 

0.22 

1.27 

1.6 

Health  care 

39 /26 

OA 
LA 

0  97 

OA 
ZA 

i  ft 

m 

O  J 

O  A 

1  /  1  .  O 

1  0 

l  no 

i  .\jy 

1  OK 
1  -OO 

1 .81 

8.8 

Transportation 

31/17 

315 

22 

0.72 

16 

NA 

83 

41 

NA 

12 

0.74 

1.28 

1 .5 1 

3.3 

Transportation 

22/9 

443 

1 9 

0.00 

0 

72 

68 

52 

704.5 

03 

0.96 

1 . 1 2d 

1 .39 

5.8 

Electrical 

35/1 8 

5 1 5 

24 

0.74 

1 8 

50 

6 1 

42 

1 44  1 

01 

0.84 

1 . 1 2d 

1 .35 

5.2 

Retailing 

35/1 9 

744 

1 8 

0.00 

0 

57 

43 

34 

69.5 

1 2 

1 .89 

1 .78 

1.83 

1.1 

Consumer  products 

07  /on 

TO 

0  7  A 

■j./  A 

294 

7 

65 

42 

75.8 

1 2 

1  77k 

0.34 

1.11 

1 1 .7 

Containers 

28/13 

350 

26 

0.00 

0 

75 

35 

41 

39.1 

06 

0.78 

1.05 

1 .33 

6.0 

Retailing 

17/6 

1 80 

NM 

0.00 

0 

2 

49 

71 

232.3 

1 2 

-2.49 

-4.59 

-2.27 

26.9 

Containers 

46/35 

2 1 6 

1 4 

3.1 3 

43 

1 5 

48 

25 

43.7 

1 2 

3.52 

3.23 

3.2 1 

8.4 

Manufacturing 

43/26 

267 

23 

2.1 7 

50 

40 

81 

30 

70.8 

1 2 

1 .37 

1 .60 

1.85 

1.1 

Office  equipment 

OR  /l  7 
/O/  1/ 

OX  1 

AO 
AY 

n  nn 

0 

60 

62 

40 

306.5 

1 2 

0.39 

0.57 

0.78 

6.4 

Leisure 

57/44 

131 

9 

3.17 

30 

-3 

52 

24 

42.3 

12 

4.36 

4.98 

5.43 

1 . 1 

Banks 

33/1 1 

746 

41 

0.00 

0 

1 72 

54 

38 

1 59.5 

01 

-0.02 

0.72d 

1 .00 

NM 

Food 

72/60 

98 

1 6 

4.54 

71 

1  4 

3 

1 6 

3.6 

1 2 

1 .55 

4.51 

NA 

NM 

Fuel 

38/29 

1 60 

NM 

2.8 1 

DEF 

23 

54 

3 1 

46.7 

1 2 

0.15 

-0.57 

1.39 

22.3 

Manufacturing 

32/ 1 7 

580 

1 9 

0.38 

7 

3 

91 

52 

268.2 

07 

0.73 

1.11 

1 .33 

2.3 

Leisure 

35/30 

187 

16 

7.70 

126 

1 1 

55 

33 

52.8 

12 

1.95 

2.03 

2.14 

4.7 

Health  care 

25/20 

1 30 

1 1 

7.56 

86 

-1 2 

22 

54 

32.3 

12 

1 .67 

1.80 

1 .75 

2.9 

Utilities 

27/22 

1 12 

1 3 

0.00 

0 

NA 

7 

45 

NA 

12 

1 .71 

1 .91 

2.1 1 

3.3 

Nonbank  financial 

19/16 

353 

2 1 

2.72 

58 

9 

34 

57 

40. 1 

05 

0.83 

0.89d 

1.01 

4.0 

Housing 

32/1 6 

409 

43 

0.00 

0 

39 

93 

35 

386.3 

01 

0.50 

0.71 

0.89 

2.2 

Services 

40/18 

370 

19 

0.00 

0 

37 

69 

28 

282.7 

06 

2.02 

2.05 

2.53 

3.2 

Health  care 

47/36 

164 

9 

4.39 

39 

-3 

49 

28 

88.2 

12 

3.19 

4.26 

4.66 

1.9 

Banks 

►  17/13 

214 

13 

0.00 

0 

0 

90 

68 

72  3 

09 

-2.42 

1.19 

1.72 

2.3 

Manufacturing 

36/14 

4287 

31 

0.00 

0 

123 

89 

32 

131.8 

12 

0.43 

1.07 

1.39 

2.2 

Telecommunications 

35/25 

158 

15 

2.77 

41 

5 

83 

40 

79.9 

12 

1.09 

1.82 

2.14 

1.9 

Telecommunications 

FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  78 


To  you,  it's  a  video  game. 
To  the  hearing-impaired,  it's  a  new  way  to 

learn  how  to  speak. 


On  the  computer  screen  we  see  a  basketball 
player  shoot  the  ball  and  miss.  He  shoots  again  and 
sinks  it.  The  crowd  goes  crazy. 

This  may  sound  like  a  computer  game,  but  it's 
not.  It's  actually  an  entirely  new  way  for  hearing- 
impaired  children  to  teach  themselves  how  to  speak. 
It's  called  CISTA  (Computer  Integrated  Speech 
Training  Aid).  The  technology  is  based  on  designs 
from  Matsushita's  Central  Research  Labs  in  Osaka. 
The  system  is  being  developed  by  our  Speech 
Technology  Lab  in  Santa  Barbara,  California. 

By  speaking  into  sensors  that  measure  the  critical 
elements  of  speech,  the  child's  speech  pattern  is 
instantly  analyzed.  The  way  the  word  is  spoken 
determines  where  the  basketball  goes.  If  the  word  is 
spoken  properly,  the  ball  goes  in  the  basket;  if  it's 
said  with  too  much  or  too  little  force,  the  ball  will 
miss.  There  are  different  games  to  help  teach  all 
different  aspects  of  speech. 

Currently  CISTA  is  being  tested  by  the  Lexington 
School  for  the  Deaf  in  New  York,  the  May  field 
School  District  in  Cleveland  and  by  111  schools  for 
the  hearing-impaired  in  Japan.  The  preliminary 
results  have  been  exciting. 

While  CISTA  is  currently  in  the  test  phase,  we 
believe  it  has  the  potential  to  help  thousands  of 
hearing-impaired  children.  To  Matsushita  that's 
what  advanced  technology  is  all  about. 


Matsushita  Electric 

Panasonic  Technics  Quasar 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS  1 

$  MIL 

CHANGE 
FROM 
1993 

% 

YEAS 
AGO 
RANK 

12 

MONTHS 
<  1993 
S  MIL 

CHANGE 
FROM 
1992 

% 

12 

MONTHS 
1993 
SMIL, 

CHANGE 
FROM 
1992 

% 

12 

MONTHS 
1993 

12 

MONTHS 

% 

ON 
INVESTED 

% 

ON 
COMMON 

% 

12  1 

MONTHS  1 

$  MIL.  1 

751 

CINCINNATI  BELL 

1072 

-9 

627 

1090 

-1 

-56.8 

NM 

NM 

3.5 

-2.6 

-9.8 

1 664  I 

752 

TRANSATLANTIC  HOLDINGS 

1070 

12 

614 

726 

17 

86.7 

21 

12.0 

1 1.6 

12  8 

12.8 

3170  1 

753 

MANVILLE 

1070 

-7 

NR 

2276 

3 

60.8 

28 

2.7 

2.2 

NM 

4.9 

3625  1 

754 

TRINOVA 

1069 

46 

863 

1644 

-3 

10.5 

-27 

06 

0.9 

5.2 

42 

972  I 

755 

UNITED  ASSET  MANAGEMENT 

1067 

49 

984 

450 

20 

53.3 

36 

1 1.8 

10.4 

NA 

17.4 

676  j 

756 

CLARK  EQUIPMENT 

1064 

162 

NR 

875 

9 

41.9 

NM 

4  8 

NM 

12  4 

15  6 

1009  1 

757 

BANPONCE 

1063 

22 

730 

897 

4 

103.2 

21 

115 

9.8 

NA 

12.7 

11218  1 

758 

STAR  BANC 

1062 

-6 

672 

631 

-2 

100.3 

32 

15.9 

1 1.9 

16.2 

15.5 

7619  1 

759 

TALBOTS 

1060 

NA 

NR 

709a 

18 

31.2 

76 

4.4 

3.0 

20.1 

27.7 

407  | 

760 

ASARCO 

1053 

0 

693 

1736 

-9 

-70.7 

NM 

NM 

NM 

NM 

-4.8 

3153  J 

761 

A.H.  BELO 

1052 

32 

838 

545 

6 

44.5 

20 

8.2 

7.2 

8.6 

12.9 

796  I 

762 

B.F.  GOODRICH 

1052 

-4 

631 

1818 

10 

15.3 

29 

0  8 

0.7 

NM 

1.0 

2200  j 

763 

NORDSON 

1049 

38 

807 

466 

8 

41.9 

8 

9.0 

9.0 

21.3 

21.3 

358  | 

764 

ADC  TELECOMMUNICATIONS 

1048 

84 

969 

379 

15 

33.1 

20 

8  7 

8.3 

15.0 

15.0 

280  1 

765 

REYNOLDS  &  REYNOLDS 

1048 

57 

852 

726 

11 

55.2 

32 

7.6 

6.3 

NA 

20.9 

584  I 

766 

ROLLINS 

1047 

17 

761 

576 

9 

44.5 

17 

7  7 

7.2 

28.5 

28.5 

269 

767 

EG&G 

1045 

-19 

564 

2698 

-3 

79.6 

-9 

3.0 

3.1 

NA 

17.1 

769 

768 

DANAHER 

1042 

47 

842 

1076y 

13 

53  7 

70 

5  0 

3.3 

1  1.5 

15.4 

896 

769 

PEOPLES  ENERGY 

1041 

-8 

656 

1262 

12 

818 

14 

65 

6.4 

8.9 

12.5 

1960 

770 

KELLY  SERVICES 

1038 

-19 

573 

1962y 

14 

44.6 

14 

2.3 

2.3 

11.7 

11.7 

542 

771 

BAYBANKS 

1035 

24 

765 

827a 

-1 1 

79.0 

150 

9.6 

3.4 

NA 

9.9 

9513 

772 

ENSERCH 

1032 

-9 

641 

1902 

1 1 

-14  7 

NM 

NM 

0.2 

1.9 

-4.5 

3175 

773 

PHYSICIAN  CORP.  OF  AMERICA 

1031 

NA 

NR 

546 

53 

40  1 

178 

7.3 

4.0 

40.6 

21.6 

357 

774 

FRED  MEYER 

1031 

30 

841 

2929a 

4 

66  7 

21 

2  3 

2.0 

NA 

13.5 

1331 

775 

TERADYNE 

1030 

111 

NR 

555 

5 

35.9 

59 

6.5 

4.3 

9.1 

8.9 

545 

776 

INFINITY  BROADCASTING 

1027 

227 

NR 

205 

36 

14.3 

NM 

7.0 

NM 

15.2 

NM 

381 

777 

TRITON  ENERGY 

1027 

-15 

620 

88 

-20 

-30.4 

NM 

NM 

NA 

NM 

-15.1 

516 

778 

TRIMAS 

1026 

131 

NR 

443 

14 

38  0 

28 

8  6 

7.7 

10  2 

13.8 

564 

779 

A.  SCHULMAN 

1025 

15 

777 

671 

-8 

399 

-8 

5.9 

5.9 

13.2 

13  4 

427 

780 

FLEETWOOD  ENTERPRISES 

1022 

3 

737 

2207 

19 

60.0 

12 

2.7 

2.9 

8.6 

11.5 

1124 

781 

IDAHO  POWER 

1020 

-4 

681 

540 

9 

84  5 

41 

15.6 

12.0 

8.3 

12.5 

2097 

782 

LONGVIEW  FIBRE 

1018 

6 

717 

700 

1 

37.0 

1 1 

5  3 

4  8 

69 

94 

961 

783 

COMMERCE  BANCSHARES 

1017 

8 

707 

582 

4 

86.9 

21 

14.9 

12.8 

NA 

12.2 

8047 

784 

FERRO 

1016 

21 

762 

1066 

-3 

57.5 

-2 

5  4 

5.4 

13  2 

NA 

767 

785 

EQUITABLE  OF  IOWA 

1016 

30 

833 

573 

25 

87.2 

52 

15  2 

12.5 

19.2 

20.4 

6111 

786 

HOLNAM 

1015 

141 

NR 

968o 

1 

-3.7 

NM 

NM 

NM 

NM 

-1.0 

1427 

787 

IMC  FERTILIZER  GROUP 

1014 

21 

796 

1074 

1 1 

-167  6 

NM 

NM 

7.0 

NM 

-43.7 

2824 

788 

WEINGARTEN  REALTY  INVESTORS 

1013 

31 

848 

99a 

13 

312 

52 

31.4 

23  3 

8  2 

8.4 

574 

789 

HANNAFORD  BROTHERS 

1010 

16 

772 

2055y 

-1 

54.4 

11 

2.6 

2  4 

109 

14.1 

795 

790 

PACIFIC  TELECOM 

1010 

6 

748 

706 

0 

59.1 

-12 

8.4 

9.5 

8.3 

9.3 

1686 

791 

LANCASTER  COLONY 

1009 

30 

817 

673 

12 

52.2 

32 

7.8 

6.6 

23.3 

26.2 

326 

792 

GREAT  ATLANTIC  &  PACIFIC  TEA 

1008 

13 

759 

10397 

-4 

-16  7 

NM 

NM 

NM 

NM 

1.6 

3171 

793 

SCIENTIFIC-ATLANTA 

1008 

34 

793 

721 

6 

19.0 

-5 

2.6 

3.0 

5.5 

5.3 

537 

794 

DENTSPLY  INTERNATIONAL 

1007 

7 

NR 

553 

9 

28  1 

18 

5  1 

6  8 

12.0 

23.2 

499 

795 

CHEYENNE  SOFTWARE 

1006 

107 

NR 

73 

136 

28.7 

126 

39  1 

40.9 

42.0 

42.0 

75 

796 

CHRIS-CRAFT  INDUSTRIES 

1006 

17 

756 

440 

33 

149  1 

129 

33  9 

19  7 

12  8 

12.1 

2300 

797 

MITCHELL  ENERGY  &  DEVELOPMENT 

1001 

18 

752 

973a 

7 

38.5 

29 

4.0 

3.3 

4.8 

5.1 

2405 

798 

AST  RESEARCH 

999 

86 

NR 

1971 

73 

-49  8 

NM 

NM 

5.1 

NM 

15  2 

ioi  i  ! 

799 

BOMBAY 

999 

109 

NR 

286 

43 

14  7 

9 

5  1 

6.7 

12.3 

12.3 

175 

800 

HEALTH  MANAGEMENT  ASSOCIATES 

998 

182 

NR 

345 

18 

35  5 

51 

10  3 

8  0 

14  1 

18  4 

345 
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THE  BUSINESS  WEEK  1000 


UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

r        12  MONTH 
HIGH/ 
IOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 
% 

PAYOUT 

% 

TOTAL 
RETURN 
% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL 

TURN- 
OVER 

FY 

1992 
ACTUAL 

s 

1993 
ACTUAL 

S 

ANALYSTS'  ESTIMATES 
1994  VARI- 
EST  AT10N 

$  % 

■ 

24/16 

169 

NM 

4.85 

DEF 

-9 

31 

65 

24.9 

12 

0.56 

-0.93 

0.91 

16.5 

Telecommunications 

62/47 

1  DO 

1  0 

ft  77 

1 0 

84 

23 

OO  ft 
ZZ.o 

1  0 
1  Z 

3.13 

3.79 

4.30 

3.0 

Nonbonk  financial 

10/7 

138 

28 

23  77 

671 

4 

1 3 

1 22 

1 1  2 

1 2 

0.22 

0.31 

0.23 

17.4 

Paper 

39 /25 

422 

NM 

1 .81 

1 84 

47 

70 

28 

65  4 

1 2 

0.51 

0.37 

1.94 

1 1.9 

anu  actunng 

iono 

40/  Z7 

348 

2 1 

2  23 

48 

39 

57 

27 

51  4 

1 2 

1.56 

1.85 

2.12 

3.3 

Nonbank  financial 

61  /22 

397 

25 

0  00 

o 

162 

72 

]  7 

1  26  6 

1 2 

-1.60 

2.41 

3.27 

9.5 

^Aon  uf  ocfru  nna_ 

O  J/  Z4 

131 

1 0 

3  08 

32 

25 

1 9 

33 

24  7 

1 2 

2.79 

3.16 

3.55 

NM 

39 /33 

1 66 

3  22 

35 

_3 

39 

30 

26  8 

1 2 

2.57 

3.36 

3.72 

2  2 

30/22 

94 1 

26 

0  40 

1 0 

NA 

1 2 

35 

NA 

01 

0.92 

1.1 9d 

1.42 

3.5 

Consumer  products 

26/1  6 

72 

NM 

1  58 

DEF 

j 

49 

42 

101  7 

1 2 

-0.70 

-1.70 

-0.68 

208.8 

Metals 

53/39 

304 

24 

1  15 

27 

30 

53 

20 

37  3 

1 2 

1.90 

2.20 

2.74 

4.0 

vuoiisning/  i  v 

JU/  J7 

1 42 

NM 

5  37 

786 

2 

83 

26 

83  6 

1 2 

-0.69 

0.28 

2.13 

17.4 

Chemicals 

62/38 

534 

26 

1  00 

26 

40 

24 

1 9 

1 8  6 

1 0 

2.03 

2  13 

2  50 

1.6 

Man  uf  a  ctu  r  i  ng 

44/1 9 

476 

33 

0  00 

0 

82 

77 

28 

1 60  2 

1 0 

0.78 

1.15 

1.35 

3.0 

Telecommunications 

48/32 

398 

20 

1  25 

25 

57 

73 

22 

67  2 

09 

1  62 

2.40 

2.84 

3.5 

Office  equipment 

30/2 1 

671 

24 

1  70 

40 

1 8 

40 

36 

2 1  8 

1 2 

1.07 

1.25 

1.45 

0.7 

Services 

25/1 6 

225 

1 3 

3  01 

40 

— 1 5 

66 

56 

515 

1 2 

1.56 

1.41 

1.48 

2.0 

Services 

40/25 

299 

20 

0  33 

Q 

47 

82 

28 

22  3 

1 2 

1.10 

1.86 

2.21 

6  8 

Manufacturing 

35/28 

1 60 

1 4 

5  96 

84 

_g 

37 

35 

27  0 

09 

2.06 

2.11 

2.20 

5.5 

UTIIITieS 

36/22 

273 

23 

2  33 

54 

_]  7 

40 

38 

48  0 

1 2 

1.04 

1.18 

1.41 

6  4 

Services 

^  /id 

03/  JO 

1  3  1 

1  0 

O  ^0 

OO 

or 

O  >4 

zo 
oo 

1  o 
i  y 

on  i  o 
zu  i  ,y 

1  o 
1  z 

3.57 

3.57 

4.49 

6.5 

Banks 

23/1 5 

1 68 

NM 

1  29 

DEF 

~9 

72 

67 

59  9 

1 2 

-0.39 

-0.41 

0.81 

17.3 

Utilities 

30/  8 

555 

24 

0  00 

q 

NA 

34 

38 

NA 

1 2 

0.49 

1.14 

1.37 

3.7 

neairn  care 

40/29 

209 

1 6 

0  00 

27 

5 1 

26 

42  6 

0 1 

2.21 

2.47d 

2.86 

2  1 

Retailing 

31/13 

256 

29 

0  00 

u 

OA 

yo 

04 

oo 

i  7^  n 

1  o 
1  z 

0.67 

1.00 

1.51 

6.0 

Electrical 

36/1 3 

NEG 

9 1 

0  00 

0 

1 42 

69 

32 

1917 

1 2 

-0.30 

0.35 

0.57 

17.5 

fuDiismng/  i  v 

44/27 

375 

NM 

0  00 

0 

—1 7 

74 

35 

1 59  3 

05 

-2.39 

-0.38d 

0.15 

480.0 

ruei 

28/1 5 

433 

27 

0  43 

|  1 

82 

29 

37 

25  7 

1  0 
1  z 

0.88 

1.05 

1.30 

13  1 

Manufacturing 

JO/  zo 

1  A  A 
044 

/o 

1 5 

64 

30 

71 .0 

08 

1.48 

1.30 

1.50 

3.3 

Chemicals 

26/1 7 

1 96 

1 6 

2  23 

36 

62 

46 

1 03  5 

04 

1.23 

1.40d 

1  70 

8.8 

Leisure 

33/27 

1 62 

1 3 

A  7  A 

o./  o 

0/ 

ZD 

07 

33.2 

1 2 

1.55 

2.14 

2.10 

4.3 

Utilities 

24/1 6 

259 

25 

2  65 

A7 
O/ 

o 

A  O 
4z 

5  2 

42.6 

1 0 

0.62 

0.78 

1.09 

13.8 

Containers 

33/27 

I  4  J 

1  0 

1   Q  B 

1  .oo 

ZZ 

3 

37 

32 

24.2 

1 2 

2.44 

2.74 

2.93 

14 

Banks 

36'26 

3 1 2 

1 9 

on 

JU 

ZZ 

83 

29 

74.5 

1 2 

1 .90 

1 .83 

2.08 

5.3 

Chemicals 

39/23 

237 

12 

1.20 

14 

31 

47 

29 

53.5 

12 

1.99 

2.95 

2.69 

4.8 

Nonbank  financial 

8/3 

279 

NA 

0.00 

o 

140 

NA 

1  35 

2  9 

1  2 

-0.21 

NA 

NA 

NM 

Housing 

49/24 

264 

NM 

0  00 

oo 

ZZ 

NA 

oo 

1 77.8 

06 

4.12 

-5.44 

0.31 

116.1 

Chemicals 

45/36 

235 

26 

J.34 

1   4  A 

1  44 

1 

50 

26 

54.9 

1  2 

1 .21 

1.50 

NA 

NM 

Housing 

25/20 

262 

18 

1.39 

26 

1  6 

36 

41 

25.0 

1 2 

1.21 

1.33 

1.51 

2.0 

29 /2 1 

1 59 

j  7 

3.10 

QO 
Or 

1  2 

5 

40 

9.5 

1  2 

1.70 

1 .49 

1.60 

NM 

Telecommunications 

48/30 

507 

22 

1.35 

30 

32 

52 

23 

71 .3 

06 

1.42 

2.02 

2.43 

1.6 

35/23 

99 

39 

3  03 

1  1  o 

i  i  y 

1 6 

37 

38 

36.0 

02 

-2.58 

0.67d 

1.31 

16.0 

Food 

39/20 

279 

41 

0.44 

18 

33 

87 

37 

162.2 

06 

0.47 

0.66 

1.08 

7.4 

Telecommunications 

49/32 

831 

37 

0.00 

o 

8 

3 1 

24 

1 1 2.4 

1 2 

1 .40 

1.14 

2  20 

O  7 

Health  care 

42/19 

1475 

50 

0.00 

0 

101 

73 

25 

297.6 

06 

0.27 

0.80 

1.36 

2.9 

Office  equipment 

43/31 

82 

7 

0.00 

0 

16 

42 

27 

53.3 

1  2 

2.39 

5.42 

2.03 

19.2 

Publishing/TV 

30/18 

132 

21 

2.53 

53 

7 

11 

53 

15.4 

01 

0.77 

0.90d 

1.06 

18.9 

Fuel 

33/13 

304 

NM 

0.00 

0 

84 

44 

32 

469.0 

06 

2.16 

-1.72 

1.86 

4.8 

Office  equipment 

33/14 

834 

NM 

0.00 

0 

90 

71 

36 

119.9 

06 

0.29 

0.24 

0.65 

3.1 

Consumer  products 

36/13 

518 

31 

0.00 

0 

167 

77 

30 

84.4 

09 

0.77 

1.09 

141 

2.8 

Health  care 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MAEGINS 

ASSET! 

SMIL 

CHANGE 
F>OM 
1993 

YEAS 
AGO 
SANK 

12 

'  MONTHS 
1993 
SMIL 

CHANGE 
FiOM 
1992 

12 
MONTHS 
1993 
SMIL 

CHANGE 
FiOM 
"I 

12 

MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAMTA1 

ON 
COMMON 

Eoumr 

12 

»:s-n: 

1993 
SMIL 

801 

OXFORD  HEALTH  PLANS 

998 

244 

NR 

312y 

100 

14.9 

87 

4.8 

5.1 

18.7 

18.7 

is: 

HK 

HARTFORD  STEAM  BOILER  INSPECTION 

994 

-18 

609 

636 

0 

13.1 

-77 

2  1 

8  8 

3.7 

4.0 

375 

803 

BOYD  GAMING 

994 

NA 

NR 

444 

NA 

16.8 

NA 

3.8 

NA 

6.2 

9.6 

804 

KU  ENERGY 

993 

-1 1 

648 

607 

5 

82.5 

8 

13.6 

13.3 

10.0 

13.3 

153: 

805 

OGDEN 

989 

3 

703 

2039 

15 

62.1 

2 

3.0 

3.4 

NA 

12.8 

3325 

806 

80ISE  CASCADE 

988 

8 

751 

3958 

7 

-77.1 

NM 

NM 

NM 

NM 

-12.2 

4512 

807 

MICHIGAN  NATIONAL 

987 

6 

746 

935 

-7 

23.8 

-60 

2.5 

6.0 

NM 

3.0 

10395 

808 

RAYONIER 

983 

\A 

NR 

936 

-4 

52  5 

NM 

5.6 

NM 

NM 

7.6 

151E 

809 

U.S.  SURGICAL 

982 

-71 

279 

1115a 

0 

37.6 

-71 

3.4 

11.6 

4.5 

6.4 

1286 

810 

TOSCO 

981 

60 

878 

3559 

91 

80.6 

166 

2.3 

1.6 

NA 

22.5 

1476 

811 

ARKLA 

979 

-4 

710 

2950 

8 

39.9 

541 

1.4 

0.2 

5.4 

5.4 

3801 

812 

CERIDIAN 

979 

56 

«40 

886 

7 

-22.0 

NM 

NM 

NM 

-5  8 

NM 

4  9  = 

813 

CABOT 

977 

35 

881 

1617 

3 

41.5 

-28 

2.6 

3  7 

8.7 

8.7 

1459 

814 

ATMEl 

976 

217 

NR 

222 

59 

30.0 

115 

13  5 

10.0 

NA 

14.7 

271 

815 

CIPSCO 

972 

-11 

659 

845 

14 

89.2 

16 

10.6 

10.4 

9.4 

13.5 

1758 

816 

ALLEGHANY 

966 

1 1 

745 

1908 

7 

97.5 

53 

5  1 

3  6 

10.0 

1 1.2 

6289 

817 

AMERICAN  WATER  WORKS 

965 

16 

803 

718 

9 

75.4 

11 

10.5 

10.4 

7.5 

11.0 

2994 

818 

ACCLAIM  ENTERTAINMENT 

964 

137 

NR 

376 

49 

34.3 

94 

9.1 

7.0 

29.5 

29.1 

199 

819 

BB&T  FINANCIAL 

962 

0 

727 

671 

6 

98.2 

28 

14  6 

12.1 

NA 

14.1 

9173 

820 

KEYSTONE  INTERNATIONAL 

962 

4 

729 

516 

-2 

39.1 

-8 

7.6 

8.1 

NA 

14  5 

453 

821 

VALERO  ENERGY 

957 

1 

734 

1222 

-1 

36  4 

-57 

3.0 

6.8 

4.7 

4.1 

1819 

822 

ASSOCIATED  COMMUNICATIONS 

955 

36 

884 

98 

75 

-2.4 

NM 

1.4 

6  2 

NA 

3.0 

200 

823 

LSI  LOGIC 

951 

82 

991 

719 

16 

53.8 

NM 

7.5 

NM 

10.0 

18.4 

853 

824 

HON  INDUSTRIES 

951 

749 

780 

10 

44  6 

15 

5.7 

5.5 

21.0 

26.0 

342 

825 

CARTER-WALLACE 

950 

-27 

607 

664y 

0 

28.0 

-42 

4.2 

7.2 

7.2 

7.1 

626 

826 

FLEMING 

950 

-22 

605 

13092 

2 

37.5 

-68 

0.3 

0  9 

3.7 

3  4 

3141 

827 

CONSOLIDATED  FREIGHTWAYS 

947 

48 

938 

4192 

3 

50.6 

NM 

1.2 

NM 

6.5 

6.8 

2307 

828 

SHONEY'S 

947 

9 

768 

1  140a 

7 

58.0 

NM 

5.1 

NM 

47.6 

NM 

528 

829 

FAMILY  DOLLAR  STORES 

938 

-15 

645 

1328 

1 1 

65  6 

13 

4.9 

4  8 

19.6 

19.5 

590 

830 

OLIN 

938 

12 

786 

2423 

2 

-91.5 

NM 

NM 

2.3 

NM 

-19.8 

1930 

831 

PROPERTY  TRUST  OF  AMERICA 

938 

95 

NR 

78 

141 

25.5 

184 

32.5 

27.6 

5.1 

4.7 

890 

832 

DELL  COMPUTER 

938 

-2; 

:53 

2751a 

64 

-22.3 

NM 

NM 

5.1 

NM 

-5.3 

1 120 

833 

FEDERAL  SIGNAL 

937 

15 

813 

565 

9 

39.8 

16 

7.0 

6.6 

21.3 

20.9 

409 

834 

FHP  INTERNATIONAL 

935 

37 

945 

2265 

29 

53.1 

50 

2.3 

2.0 

10.8 

13.7 

1007 

835 

FIRST  EMPIRE  STATE 

934 

-3 

713 

851 

-4 

102.0 

4 

12.0 

11.1 

17.5 

14.4 

10365 

836 

VIKING  OFFICE  PRODUCTS 

933 

34 

Nil 

497 

26 

24.9 

109 

5  0 

3.0 

20.8 

20.7 

187 

837 

PHILLIPS-VAN  HEUSEN 

933 

24 

844 

1116a 

11 

39  7 

8 

3  6 

3.7 

13.3 

16.6 

567 

838 

J.B.  HUNT  TRANSPORT  SERVICES 

932 

16 

794 

1021 

12 

38.2 

3 

3.7 

4.1 

7,4 

1  1.4 

865 

839 

PULTE 

932 

18 

818 

1633y 

19 

77  8 

8 

4.8 

5.3 

NA 

14.5 

3777 

840 

BOB  EVANS  FARMS 

930 

25 

849 

683 

8 

46.6 

9 

6.8 

6  7 

14.2 

14.2 

385 

841 

CENTURY  COMMUNICATIONS 

928 

19 

859 

360 

9 

-44.4 

NM 

NM 

NM 

NM 

NM 

1323 

842 

UNION  BANK 

927 

-21 

soa 

1266 

-9 

83.1 

19 

t.  i 

7  4 

".A 

6.7 

16391 

843 

WEST  ONE  BANCORP 

924 

11 

784 

600 

16 

83  2 

31 

13.9 

12.3 

14.0 

13.3 

7671 

844 

BATTLE  MOUNTAIN  GOLD 

923 

101 

'  1 R 

193 

6 

-4.4 

NM 

NM 

NM 

NM 

-2.2 

668 

845 

GREAT  AMERICAN  COMMUNICATIONS 

922 

NA 

NR 

205a 

0 

-559.1 

NM 

NM 

NM 

NA 

NM 

674 

M6 

BED  BATH  «  BEYOND 

921 

e  : 

995 

282 

42 

20.4 

42 

7.2 

7.3 

29  1 

29.1 

113 

847 

ITEL 

920 

43 

940 

1811a 

13 

1.6 

NM 

0.1 

NM 

NA 

-0.7 

2532 

s!8 

HAWAIIAN  ELECTRIC  INDUSTRIES 

917 

-2 

741 

1 142 

11 

68.2 

0 

6  0 

6  6 

5  4 

9.5 

4522 

849 

MORRISON  RESTAURANTS 

916 

45 

919 

1162y 

9 

41.0 

16 

3.5 

3.3 

17.3 

18.2 

421 

850 

WASHINGTON  WATER  POWER 

910 

-6 

722 

641 

15 

82  8 

15 

12.9 

1  3  C 

8.5 

12.0 

1838 
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LUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

I! 

:e 

12  MONTH 
HIGH/ 
LOW 

S 

PRICE 
AS%OF 
BOOK 
VALUE 

P£ 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

INSTI. 
TUTI0NS 
HOLDING 

SHRS 

OUT 
MIL 

TURN- 
OVER 

FY 

199! 
ACTUAL 

s 

1993 
ACTUAL 

s 

ANALYSTS'  ESTIMATES 
1994  VARI 
EST  ATION 
S  % 

5 

67/16 

1249 

71 

0.00 

o 

235 

98 

15 

708  4 

12 

0.53 

0.91 

1.31 

3.8 

Health  care 

3 

60/43 

304 

77 

4  38 

337 

-14 

58 

2 1 

38.6 

1  2 

2.71 

0.63 

2.20 

16  4 

Nonbanlc  financial 

3 

26/13 

619 

47 

0.00 

0 

NA 

1 

57 

NA 

06 

NA 

0  37 

0.55 

72.7 

Leisure 

6 

33/26 

165 

12 

6.25 

78 

-6 

21 

38 

31 .5 

12 

1 .96 

2.1 1 

2  13 

3  8 

Utilities 

3 

27/22 

205 

16 

5.49 

87 

8 

56 

43 

62.8 

12 

1.41 

1 .43 

1.64 

0.6 

Conglomerates 

6 

28/20 

100 

NM 

2.3 1 

DEF 

10 

69 

38 

93.9 

12 

-4.79 

-3.17 

-1.18 

71 .2 

Paper 

5 

66/52 

1 26 

42 

3  07 

1 28 

3 

64 

1  5 

1 29  5 

1 2 

3.97 

1 .56 

5.76 

7.6 

Banks 

3 

34/30 

141 

1  9 

2.17 

41 

NA 

NA 

30 

NA 

12 

-3.50 

1 .77 

NA 

NM 

Paper 

3 

64/16 

168 

NM 

0.46 

DEF 

-71 

42 

56 

382.3 

12 

2.32 

-0.07d 

0.34 

91.2 

Health  care 

4 

35/21 

313 

14 

1  79 

26 

62 

70 

29 

125.3 

12 

0.68b 

2.33 

2.81 

13.2 

Fuel 

3 

11/7 

165 

31 

3.50 

108 

-1 

43 

122 

57.9 

12 

-0.01 

0.26 

0.48 

8.3 

Utilities 

3 

23/13 

NEG 

NM 

0  00 

o 

56 

91 

43 

70  0 

1 2 

-0.69 

-0.52 

1 .30 

3.1 

Office  equipment 

2 

59/38 

224 

29 

2.00 

58 

36 

62 

19 

60.8 

09 

3.18 

1.80 

3.38 

3.3 

Chemicals 

7 

48/17 

478 

32 

0.00 

o 

171 

75 

2  1 

480  8 

12 

0.77 

1 .47 

2  06 

7.3 

Electrical 

9 

34/28 

153 

1 1 

6.88 

78 

-5 

31 

34 

23.0 

12 

2.13 

2.51 

2.30 

1.7 

Utilities 

6 

154/125 

1 1 1 

10 

0.00 

0 

12 

56 

7 

10.8 

12 

9.57 

14.66 

13.67 

16.9 

Nonbank  financial 

1 

32/25 

1 49 

1 3 

3  50 

47 

1 9 

39 

3 1 

21  4 

1 2 

2.07 

2.29 

2.43 

1.6 

Utilities 

6 

32/1 1 

819 

41 

0  00 

0 

126 

61 

38 

682.8 

08 

0.37 

0.63 

0.91 

4.4 

Office  equipment 

D 

36/29 

1 38 

1 0 

3.65 

35 

-8 

26 

32 

44.2 

12 

2.89 

3.10 

3.26 

2.1 

Banks 

7 

30/24 

357 

24 

2.63 

64 

6 

57 

35 

40.2 

12 

1  22 

1.12 

1.27 

4  7 

Manufacturing 

2 

26/20 

1 12 

27 

2.35 

63 

3 

72 

43 

65.5 

1 2 

1.94 

0.82 

1.78 

29.8 

Fuel 

6 

34/17 

2398 

NM 

0  00 

o 

36 

24 

37 

1 1 .5 

1 2 

0.1 1 

-0.07 

0.50 

28.0 

Telecom  mu  nicat  ions 

) 

19/11 

325 

18 

0.00 

0 

66 

78 

50 

196.5 

12 

-2.48 

1 .09 

1.45 

8.3 

Electrical 

0 

31/22 

554 

21 

1 .48 

32 

10 

27 

32 

20  6 

12 

118 

1 .39 

1.50 

4  7 

Office  equipment 

1 

34/20 

241 

28 

1.62 

46 

-26 

38 

46 

48.1 

03 

1 .03 

0.73d 

1.43 

22.4 

Health  care 

6 

34/24 

85 

25 

4.66 

1 18 

-19 

84 

37 

84  6 

12 

3.33 

1.02 

2.63 

5.3 

Food 

7 

29/14 

203 

3 1 

0  00 

o 

48 

72 

35 

113  3 

1 2 

-0.58 

0.87 

1.49 

12.1 

Transportation 

3 

26/1 7 

NEG 

16 

0.00 

0 

6 

60 

41 

122.1 

10 

-0.65 

1 .44 

1  61 

2  5 

Leisure 

7 

21/15 

279 

14 

1.80 

26 

-14 

64 

56 

66.6 

08 

1 .00 

1.15 

1.28 

1.6 

Retailinq 

9 

52/40 

172 

NM 

4.48 

DEF 

17 

60 

19 

48.9 

12 

2.17 

-4.52 

2.38 

7.1 

Chemicals 

1 

22/17 

171 

32 

4.76 

152 

23 

41 

45 

39.2 

12 

0.46 

0.66 

1.21 

1.7 

Housing 

5 

39/14 

209 

NM 

0  00 

o 

2  2 

33 

38 

927  1 

01 

2.59 

1  1  6d 

1.91 

12  0 

Office  equipment 

7 

29/22 

493 

24 

2.06 

49 

17 

54 

34 

29.6 

12 

1.00 

1.15 

1.32 

2.3 

Manufacturing 

8 

30/1 8 

241 

21 

0.00 

0 

35 

72 

33 

218.4 

06 

1 .00 

1 .33 

1.64 

3  7 

Health  care 

6 

159/132 

137 

10 

1.47 

14 

-2 

48 

7 

14.9 

12 

13.41 

13.87 

15.09 

2.8 

Banks 

7 

51/25 

774 

55 

0.00 

0 

80 

82 

20 

1515 

06 

0.67 

0  85 

1  45 

1  4 

Retailing 

6 

38/26 

390 

22 

0  42 

9 

23 

72 

26 

57  9 

01 

1.42 

1  59d 

1  96 

2.0 

Consumer  products 

4 

26/1 7 

279 

24 

0.82 

20 

16 

34 

38 

99  5 

12 

1 .03 

1 .00 

1.25 

7.2 

Transportation 

4 

41/24 

174 

12 

0.71 

9 

1  8 

58 

28 

74.2 

12 

2.66 

2.78 

3.18 

3.5 

Housing 

2 

23/17 

282 

19 

1 .22 

24 

26 

39 

42 

611 

04 

1.03 

1.14d 

1.31 

0.8 

Leisure 

0 

14/6 

NEG 

NM 

0.00 

0 

18 

1 8 

89 

15.9 

05 

-0.49 

-0.38d 

-0.25 

40.0 

Publishing/TV 

6 

40/24 

86 

1  3 

O.J  1 

66 

— O  t 

QO 
OZ 

J  J 

Jo  4 

1  L 

2.87 

2.1 1 

1  68 

13  1 

Banks 

7 

32/23 

148 

1 1 

2.70 

29 

6 

61 

35 

103.2 

12 

2.09 

2.50 

2.63 

1.5 

Banks 

2 

13/6 

250 

NM 

0.43 

DEF 

101 

38 

80 

228.1 

12 

-0.44 

-0.10 

0.08 

1 50.0 

Metals 

6 

18/0 

NEG 

NA 

0.00 

0 

NM 

NA 

57 

NA 

12 

-10.16 

NA 

NA 

NM 

Publishing/TV 

7 

36/15 

1308 

43 

0.00 

0 

80 

99 

34 

209.2 

02 

0  48 

0.63d 

0.80 

2.5 

Consumer  products 

8 

34/23 

221 

NA 

0.00 

0 

22 

55 

33 

55  2 

12 

-2.26 

NA 

1.01 

34.7 

Conglomerates 

3 

39/31 

141 

14 

7.00 

97 

-6 

31 

28 

28  5 

12 

2.54 

2.38 

2.63 

3.8 

Utilities 

5 

28/17 

406 

22 

1.31 

28 

50 

46 

36 

73.0 

05 

1.00 

1.17d 

1.37 

2.9 

Leisure 

7 

21/17 

147 

12 

7  19 

86 

-3 

17 

53 

28  4 

12 

1.32 

1.44 

1  42 

3.5 

Utilities 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

CHANGE 
FROM 
1993 

% 

YEAR 
AGO 
RANK 

1! 

MONTHS 
<  1993 
SMIL 

CHANGE 
FROM 
1992 

% 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

% 

12 

MONTHS 

% 

12 
MONTHS 

% 

ON 
INVESTED 

% 

ON 
COMMON 

% 

12 

MONTHS 
SMIL. 

851 

T.  ROWE  PRICE  ASSOCIATES 

909 

39 

897 

310y 

26 

48.9 

37 

15  8 

14.6 

28.0 

249 

263 

852 

SOTHEBY'S  HOLDINGS 

908 

27 

902 

233a 

2 

10  4 

-4 

4.5 

4.7 

7.4 

5.8 

434 

853 

CONSOLIDATED  STORES 

906 

13 

792 

1055 

14 

43.0 

16 

4.1 

4.0 

14.3 

18.9 

506 

854 

WILMINGTON  TRUST 

904 

-18 

667 

406a 

-7 

82.6 

8 

20.4 

1  7.4 

23  4 

20.7 

4321 

855 

JOHN  NUVEEN 

904 

-29 

548 

246 

11 

70.4 

13 

28.7 

28.3 

27.6 

27.1 

411 

856 

DESTEC  ENERGY 

903 

-4 

701 

674 

33 

103.1 

18 

15.3 

17  2 

16.2 

16.2 

858 

857 

HEAITHS0URCE 

903 

160 

NR 

291 

64 

26.1 

53 

9.0 

9.6 

11.1 

10.8 

295 

858 

MEDICAL  CARE  AMERICA 

902 

29 

905 

420 

17 

6.0 

-78 

1.4 

7  6 

NA 

1.4 

769 

859 

MIDWEST  RESOURCES 

901 

-6 

715 

1158 

12 

83.1 

80 

7.2 

4.5 

8.8 

11.7 

2607 

860 

SAFET V-KLEEN 

901 

29 

591 

796 

0 

-101.3 

NM 

NM 

5.7 

NM 

-20.3 

1026 

861 

VALSPAR 

901 

30 

891 

704 

2 

41.1 

20 

5.8 

5  0 

20.5 

20.9 

337 

862 

ROCHESTER  GAS  S  ELECTRIC 

900 

-8 

732 

949 

6 

78  6 

12 

8.3 

79 

76 

9  8 

2458 

863 

WESCO  FINANCIAL 

899 

53 

970 

121o 

-8 

1.5 

-93 

1.2 

16  7 

0.4 

0.4 

824 

864 

SEAGULL  ENERGY 

897 

77 

875 

377 

58 

27.2 

516 

7.2 

1.8 

6.0 

6.4 

1335 

865 

R.P.  SCHERER 

897 

39 

893 

427 

10 

31.5 

18 

7.4 

6.9 

13.4 

14.6 

580 

866 

NEVADA  POWER 

893 

-3 

764 

652 

8 

73  5 

30 

11.3 

9.4 

NA 

10.7 

1796 

867 

SCRIPPS  HOWARD  BROADCASTING 

888 

61 

NR 

401 

3 

100.3 

173 

25.0 

9.4 

25.1 

42.3 

644 

868 

ATLANTA  GAS  LIGHT 

888 

-11 

700 

1 158 

13 

61.7 

10 

5.3 

5.5 

10.0 

1 1.2 

1670 

869 

WPL  HOLDINGS 

883 

-9 

714 

773 

15 

66.5 

8 

8.6 

9.2 

8.8 

10.7 

1762 

870 

USLIFE 

883 

-3 

771 

1600 

5 

97.2 

40 

6.1 

4.6 

9.1 

10  3 

6728 

871 

LANDS'  END 

882 

92 

NR 

802a 

11 

37.0 

13 

4.6 

4.5 

24.0 

23.8 

314 

872 

AMERICAN  PRESIDENT 

879 

52 

958 

2594y 

3 

80.1 

3 

3.1 

3.1 

1  2.7 

16.2 

1464 

873 

PORTLAND  GENERAL 

878 

-4 

743 

947 

7 

101.2 

-1 

10.7 

116 

NA 

11.9 

3394 

874 

BREED  TECHNOLOGIES 

877 

77 

NR 

202y 

73 

25.5 

21  1 

12.6 

7.0 

22.5 

22.4 

137 

875 

STANDARD  FEDERAL  BANK 

877 

14 

843 

768y 

-5 

115.6 

21 

15.1 

11.8 

NA 

16.3 

10905 

876 

WASHINGTON  FEDERAL  SAVINGS  &  LOAN 

876 

-9 

755 

289a 

4 

93.3 

14 

32.3 

29.5 

NA 

19.0 

3234 

877 

K LA  INSTRUMENTS 

876 

260 

NR 

199 

31 

15.5 

NM 

7.8 

NM 

1 1.8 

12.1 

207 

878 

GIDDINGS  S  LEWIS 

872 

4 

829 

517 

-17 

43  7 

23 

8.4 

5.7 

11.1 

10.3 

624 

879 

RELIANCE  ELECTRIC 

867 

-21 

810 

1608 

4 

32.0 

-32 

2.0 

3.0 

6.1 

8.4 

1 195 

880 

CONNER  PERIPHERALS 

866 

6 

781 

2152 

-4 

-445.3 

NM 

NM 

5.4 

NM 

NM 

1469 

881 

UNIVERSAL  FOODS 

865 

1 

767 

903 

2 

57.5 

42 

6.4 

4.6 

14.0 

18.9 

759 

882 

LONE  STAR  STEAKHOUSE  &  SALOON 

864 

44 

951 

96 

183 

14  9 

215 

15.6 

14.0 

10.4 

9.9 

159 

883 

TAKECARE 

864 

181 

NR 

91  Oy 

50 

37.6 

48 

4  1 

4.2 

13.6 

15.8 

480 

884 

MERCANTILE  BANKSHARES 

862 

14 

699 

456a 

-1 1 

810 

9 

17.8 

145 

12.9 

12.8 

5554 

885 

FIRST  HAWAIIAN 

862 

-8 

742 

512a 

-9 

81  3 

-5 

15.9 

15.2 

12.2 

13.1 

7269 

886 

STRIDE  RITE 

861 

-12 

71 1 

583 

-1 

60  3 

-2 

10.4 

10.5 

20.0 

20  1 

412 

887 

LEGENT 

861 

-44 

501 

440 

-1 

56.6 

65 

12.9 

7.7 

15.6 

14.8 

609 

888 

COMPASS  BANCSHARES 

857 

-1 

776 

613a 

-3 

85.5 

17 

13.9 

11. 6 

NA 

16.8 

7252 

889 

ROUSE 

856 

10 

816 

647y 

8 

-1.3 

NM 

NM 

NM 

NA 

-10.1 

2851 

890 

LEE  ENTERPRISES 

855 

23 

874 

379y 

4 

43.1 

7 

1 1.4 

11.0 

14.9 

19.3 

502 

891 

HEALTHSOUTH  REHABILITATION 

853 

74 

NR 

482 

19 

6.7 

-78 

1.4 

7.3 

NA 

2.1 

746 

892 

MORRISON  KNUDSEN 

852 

30 

956 

2723y 

19 

35.8 

166 

1.3 

06 

8.8 

8  9 

1311 

893 

CRANE 

851 

7 

797 

1310 

0 

48.9 

101 

3  7 

19 

14.1 

16.8 

739 

894 

CHIQUITA  BRANDS  INTERNATIONAL 

850 

21 

845 

2533 

-7 

-51.1 

NM 

NM 

NM 

NM 

-8  4 

2822 

895 

HEALTHCARE  COMPARE 

849 

33 

916 

158 

18 

38.5 

112 

24.4 

13.6 

24.1 

22.5 

188 

896 

HERMAN  MILLER 

847 

54 

NR 

915 

12 

34  7 

NM 

3  8 

NM 

11.0 

11.5 

519 

897 

BOWATER 

847 

9 

809 

1354 

-1 

-64.5 

NM 

NM 

NM 

NM 

-9.1 

2726 

898 

KENDALL  INTERNATIONAL 

846 

85 

NR 

816 

5 

52.0 

NM 

6.4 

NM 

15.0 

22  1 

690 

899 

M.A.  HANNA 

846 

29 

895 

1520y 

14 

30.0 

15 

2.0 

2.0 

7.0 

82 

1141 

900 

TOTAL  SYSTEM  SERVICES 

845 

73 

NR 

152 

17 

20.2 

15 

13  3 

1 3.6 

21.2 

20.9 

127 
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ATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONTH 
HIGH/ 
IOW 

s 

PRICE 
AS%OF 
BOOK 
VALUE 

>l 
RATIO 

YIEID 
% 

PAYOUT 

% 

TOTAl 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 

OUT. 
MIL 

TURN. 
OVER 
% 

FY 

199! 
ACTUAL 

s 

1993 
ACTUAL 

ANALYSTS'  ESTIMATES 
1994  VARI 
EST  ATION 

S  % 

34/20 

464 

20 

1.66 

33 

40 

49 

29 

101.4 

12 

1.19 

1 .60 

1 .88 

9.6 

Nonbank  financial 

17/11 

508 

43 

1.47 

63 

29 

50 

55 

60  7 

12 

0.07 

0.38d 

0.65 

15.4 

Services 

22/14 

399 

22 

0.00 

0 

12 

90 

46 

101.6 

01 

A  7fl 
U./  o 

n  on 

1 .34 

NM 

Retailing 

31/25 

226 

11 

4.08 

45 

-14 

39 

37 

492 

12 

2.09 

2.24 

2.55 

3.9 

Banks 

42/21 

347 

13 

2.74 

36 

-28 

17 

39 

39.9 

12 

1  AA 

1  oo 

1  ~TA 

1  ./o 

2.03 

5.4 

Nonbank  financial 

19/14 

142 

9 

0.00 

0 

-2 

20 

61 

19  4 

12 

1 .41 

1 .67 

1 .79 

4  5 

Utilities 

63/25 

374 

32 

0.00 

0 

110 

71 

15 

93.2 

12 

i  .oy 

1 .92 

2.35 

2.6 

Services 

25/14 

213 

NM 

0.00 

0 

29 

73 

37 

230.9 

12 

1.10 

0. 1 6 

1 .69 

5.9 

Health  care 

20/16 

132 

11 

7.03 

79 

0 

1 1 

55 

25.6 

12 

n  7ft 

1  .4/ 

1 .32 

2.3 

Utilities 

23/13 

180 

NM 

2.30 

DEF 

-27 

52 

58 

82.6 

12 

A  70 

u./  O 

—  1 .76 

0.90 

13.3 

Services 

42/30 

458 

23 

1.24 

28 

31 

64 

22 

16.4 

10 

1 .0/ 

1  Of 
1  .OO 

2.1 1 

5.7 

Housing 

30/23 

124 

12 

7.22 

88 

-7 

36 

37 

40.2 

12 

1  QA 
lOO 

2.00 

2.18 

2.3 

Utilities 

150/83 

211 

NA 

0.78 

NA 

54 

87 

7 

5.2 

12 

0.70 

NA 

NA 

NM 

Nonbank  financial 

33/19 

21 1 

33 

0.00 

0 

26 

80 

36 

1 12.1 

12 

0. 1 7 

0.76 

0.78 

23.1 

Utilities 

41/25 

416 

28 

0.00 

0 

39 

56 

23 

64.2 

03 

i  on 

1 .  Joa 

1.79 

8.9 

Health  care 

27/21 

137 

12 

7.36 

91 

-6 

18 

41 

42.1 

12 

1 .47 

1 .76 

1  75 

5.1 

Utilities 

91/52 

375 

9 

1.40 

12 

63 

6 

10 

1.8 

12 

3.56 

9.72 

NA 

NM 

Publishing/TV 

43/34 

174 

16 

5.86 

96 

-8 

18 

25 

23.9 

09 

2.26 

2.16 

2.24 

2.7 

Utilities 

37/28 

151 

14 

6.62 

91 

-11 

16 

30 

15.5 

12 

2. 1 1 

2.11 

2.31 

3.0 

Utilities 

46/36 

93 

9 

3.18 

29 

0 

67 

23 

48.7 

12 

3.05 

4.25 

4.26 

3.1 

Nonbank  financial 

50/25 

569 

22 

0.41 

9 

93 

28 

18 

56.9 

01 

1 .85 

2.2 1  d 

2  48 

2.0 

Retailing 

33/22 

194 

12 

1.22 

15 

49 

71 

27 

70.2 

12 

2.43 

2.65 

2.67 

1  1 .6 

Transportation 

23/18 

117 

10 

6.49 

64 

1 

37 

47 

67.1 

12 

1 .93 

1 .88 

1.86 

4.3 

Utilities 

32/11 

769 

49 

0.00 

0 

76 

20 

30 

97.3 

06 

0.13 

0.59 

1.26 

6.4 

Automotive 

32/19 

123 

8 

2.14 

17 

15 

89 

31 

78.3 

12 

3.00 

3.60 

4.02 

3.5 

Nonbank  financial 

26/21 

174 

9 

3.64 

31 

-6 

56 

40 

52  5 

09 

2.05 

2.56 

2.55 

4  7 

Nonbank  financial 

39/11 

687 

NM 

0.00 

0 

205 

68 

22 

330.0 

06 

-0.90 

0.35 

1.16 

8.6 

Electrical 

29/20 

205 

19 

0.47 

9 

-7 

83 

34 

193.2 

12 

1.16 

1.31 

1.45 

5.5 

Manufacturing 

23/16 

227 

27 

0.00 

0 

-22 

59 

50 

48.2 

12 

0.74 

0.64 

1.08 

5.6 

Electrical 

19/9 

453 

NM 

0.00 

0 

3 

60 

50 

290.6 

12 

2.19 

-9.03 

1.42 

20.4 

Office  equipment 

37/30 

283 

15 

2.78 

43 

4 

61 

26 

47.6 

09 

1 .57 

2.15 

2.40 

0.8 

Food 

30/18 

575 

56 

0.00 

0 

31 

63 

34 

301.5 

12 

0  1 8 

0.46 

0.86 

4.7 

Leisure 

68/28 

362 

22 

0.00 

0 

140 

47 

13 

192.4 

12 

2.49 

3.14 

3.61 

0.8 

Health  care 

24/18 

134 

10 

3.63 

38 

-11 

44 

46 

27  9 

12 

1  67 

1 .80 

1 .97 

2  5 

Banks 

31/24 

144 

11 

4.45 

49 

-4 

32 

33 

30.7 

12 

2.70 

2.41 

2.84 

4.6 

Banks 

21/12 

287 

14 

2.22 

32 

-9 

68 

50 

97.9 

1 1 

1.19 

1.19 

1.30 

16  2 

Consumer  products 

47/16 

226 

15 

0.00 

0 

-44 

68 

34 

422.9 

09 

0.81 

1 .72 

2  01 

3.5 

Office  equipment 

27/21 

165 

10 

3.23 

32 

2 

21 

36 

35.8 

12 

2.08 

2.39 

2.73 

1 .5 

Banks 

21/15 

685 

NM 

3.78 

DEF 

13 

60 

48 

57.9 

12 

-0.33 

-0.27 

1.64 

3.7 

Housing 

38/27 

383 

21 

2.27 

48 

26 

46 

23 

21.0 

09 

1  65 

1  7  A 

1  ./  o 

2.08 

1 .9 

Publishing/TV 

31/12 

270 

NM 

0.00 

0 

74 

71 

29 

153.4 

12 

1 .00 

0.22 

1.62 

3.7 

Health  care 

27/20 

213 

23 

3.06 

70 

26 

50 

33 

73.4 

12 

0.44 

1.15 

1.28 

9  4 

Services 

31/24 

293 

1 8 

2.63 

46 

10 

46 

30 

40.1 

12 

0.79 

1.62 

1.93 

8.8 

Manufacturing 

18/10 

139 

NM 

1.13 

DEF 

23 

69 

48 

78  2 

12 

-4.28 

-0.99 

0.85 

61 .2 

Food 

26/11 

497 

22 

0.00 

0 

32 

61 

35 

436.7 

12 

n  11 

1  Aft 
1  .UO 

1.31 

4.6 

Nonbank  financial 

35/19 

281 

21 

1.55 

33 

53 

59 

25 

91.6 

05 

0.88 

1 .60d 

1.87 

3.7 

Office  equipment 

25/18 

1 16 

NM 

2.58 

DEF 

12 

71 

36 

79.5 

12 

-2.64 

-1.84 

-1.11 

45.0 

Paper 

52/24 

360 

18 

0.00 

0 

84 

47 

19 

100.4 

12 

-2.65 

2.47 

3.09 

1.3 

Health  care 

38/26 

231 

24 

2.11 

51 

30 

80 

24 

51.0 

12 

1.37 

1.46 

1.71 

3.5 

Chemicals 

33/15 

872 

42 

0.53 

22 

74 

3 

32 

3  6 

12 

0.55 

0.63 

0.73 

2.7 

Office  equipment 
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lUMr ANY 

MARKET 

VALUE 

SALES 

nnncirr 

PROFITS 

MARGINS 

RETURN 

ASSETS  1 

S  MIL 

CHANGE 
FROM 
1993 

YEAR 
AGO 
RANK 

12 

MONTHS 
'  1993 
S  MIL 

CHANGE 
FROM 

1992 

12 

MONTHS 
1993 
SMIL. 

CHANGE 
FROM 
1992 

MONTHS 
1993 

MONTHS 
1992 

INVESTED 
CAPITAL 

COMMON 
EQUITY 

•4 

MONTHS  M 
1993  m 
SMIL.  I 

901 

JONES  APPAREL  GROUP 

845 

39 

935 

541 

24 

48.4 

17 

8.9 

9.5 

26.1 

26.7 

236  ;'j 

902 

INTELLIGENT  ELECTRONICS 

845 

64 

NR 

2476a 

26 

35.1 

40 

1.4 

1.3 

17.6 

17.0 

575  1 

903 

ii  i  t  i  nil  i  i     f  un  r  mi 

NATIONAL  GYPSUM 

843 

NA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

-7.0 

608  1 

904 

i  iu  nfrrinni 

LAM  RESEARCH 

842 

108 

NR 

372 

88 

28.4 

125 

7.6 

6.4 

12.3 

18.8 

323  1 

905 

ALEXANDER  &  ALEXANDER  SERVICES 

839 

-22 

686 

1342 

-2 

23.6 

-59 

1.8 

4.2 

9.9 

6.3 

2748  1 

906 

DIAMOND  SHAMROCK 

838 

48 

973 

2555 

-2 

32.6 

23 

1.3 

1.0 

5  3 

5.7 

1349 

907 

HEALTH  CARE  &  RETIREMENT 

836 

78 

NR 

559 

13 

34.1 

28 

6.1 

5.3 

8.7 

11.1 

636 

908 

WASHINGTON  GAS  LIGHT 

836 

3 

780 

892 

13 

57  4 

4 

6  4 

70 

8  9 

11.7 

1392 

909 

WATTS  INDUSTRIES 

836 

40 

960 

501 

12 

36.6 

9 

7.3 

7.5 

9.7 

11.0 

531 

9 1 0 

POLICY  MANAGEMENT  SYSTEMS 

833 

-55 

433 

NA 

NA 

NA 

NA 

NA 

11.9 

NA 

NA 

NA 

911 

SANTA  FE  ENERGY  RESOURCES 

831 

-8 

726 

437 

2 

-77.1 

NM 

NM 

NM 

NM 

-26.0 

1077 

912 

PETSMART 

826 

NA 

NR 

331 

76 

4.6 

92 

14 

1.3 

3.0 

1.9 

265 

913 

LONGS  DRUG  STORES 

824 

13 

851 

2499 

1 

49.8 

-6 

2.0 

2.1 

9.9 

10.2 

778 

914 

ANDREW 

824 

106 

NR 

452 

2 

29  5 

15 

6  5 

5  8 

12.2 

13.4 

340 

915 

FIRST  AMERICAN 

819 

13 

877 

517 

-1 

101.9 

143 

19.7 

8.0 

19.2 

17.5 

7188 

916 

MINNESOTA  POWER 

816 

-24 

680 

506 

3 

62.6 

-9 

12.4 

14.0 

8.0 

10.8 

1839 

917 

KENETECH 

816 

NA 

NR 

194a 

NA 

0.7 

NA 

0.3 

NA 

NA 

0.4 

421 

918 

YELLOW 

815 

10 

864 

2857 

26 

18.8 

-54 

0  7 

1.8 

4  0 

3.9 

1266 

919 

GATX 

814 

19 

886 

!087y 

7 

72.7 

148 

6.7 

2.9 

6.9 

10.2 

3371 

920 

LENNAR 

812 

35 

927 

667y 

55 

52.5 

80 

7.9 

6.8 

NA 

1  1  7 

1 157 

921 

JOSTENS 

812 

-34 

585 

929 

3 

-13.8 

NM 

NM 

6.0 

NM 

-4.4 

544 

922 

FLEET  MORTGAGE  GROUP 

811 

-26 

624 

480y 

9 

310 

-72 

6.5 

24.7 

NA 

7.0 

3419 

923 

IES  INDUSTRIES 

810 

5 

775 

801 

18 

68.9 

37 

8.6 

7.4 

9.1 

11.9 

1700 

924 

HEALTH  CARE  PROPERTY  INVESTORS 

808 

11 

836 

93 

1 1 

44.1 

23 

47.6 

42  7 

13.5 

16  3 

513 

925 

SERVICE  MERCHANDISE 

807 

-25 

662 

3815 

3 

82.3 

-3 

2.2 

2.3 

12.6 

29.4 

2012 

926 

TEKTRONIX 

807 

8 

858 

1272 

-5 

-518 

NM 

NM 

1.3 

NM 

-1 1.7 

943 

927 

MODINE  MFG. 

806 

35 

941 

622 

11 

41.6 

31 

6.7 

5.7 

140 

17.0 

480 

928 

COMDISCO 

804 

25 

885 

21 18y 

-5 

90.0 

350 

4.3 

09 

10.2 

12  8 

4929 

929 

NWNL 

802 

0 

880 

1490 

8 

82.5 

36 

5.5 

4.4 

NA 

11.1 

9913 

930 

CINCINNATI  MILACRON 

801 

41 

992 

1029 

30 

45  4 

NM 

NM 

2.0 

-13.3 

-26.6 

691 

931 

VALASSIS  COMMUNICATIONS 

796 

7 

854 

627a 

-8 

66.2 

-19 

10.6 

12.0 

90.0 

NM 

269 

932 

VANGUARD  CELLULAR  SYSTEMS 

793 

43 

977 

124 

38 

-15.3 

NM 

NM 

NM 

NM 

-69.8 

284 

933 

ARGONAUT  GROUP 

789 

6 

826 

439 

-7 

89.1 

3 

20.3 

18  4 

12.2 

12.2 

2183 

934 

WAUSAU  PAPER  MILLS 

789 

22 

906 

396 

7 

41  6 

11 

10.5 

10  2 

18  7 

21.3 

333 

935 

FIRST  COMMERCE 

788 

-9 

882 

482a 

-2 

90.2 

47 

18.7 

12.5 

18.7 

22  0 

6487 

936 

MERCURY  GENERAL 

787 

1  1 

NR 

526a 

2 

97  0 

29 

18  4 

14.5 

22.5 

22  9 

833 

937 

MARK  IV  INDUSTRIES 

787 

14 

861 

1230 

12 

49.0 

32 

4.0 

3.4 

9.0 

14.3 

1249 

938 

LA  QUINTA  INNS 

786 

1  12 

NR 

272y 

6 

19  4 

NM 

7  1 

NM 

10  2 

13.0 

607 

939 

BANK  SOUTH 

786 

45 

NR 

430a 

-2 

63  4 

NM 

14.7 

NM 

15.7 

17.2 

5112 

940 

FIRST  BRANDS 

785 

19 

896 

1055 

3 

55.6 

29 

5.3 

4.2 

12.1 

17.4 

824 

941 

MID  ATLANTIC  MEDICAL  SERVICES 

784 

232 

NR 

647 

12 

25.5 

89 

3.9 

2.3 

33.5 

35.4 

190 

942 

CRAY  RESEARCH 

783 

1 1 

856 

895 

12 

60  9 

NM 

6.8 

NM 

7  6 

8.0 

1  170 

943 

PRIMADONNA  RESORTS 

782 

NA 

NR 

144 

12 

30.7 

22 

21.3 

19.5 

19.2 

22.2 

180 

944 

SYNOPSYS 

782 

76 

NR 

121 

70 

15.2 

86 

12.6 

1  1.4 

18  5 

18  5 

132 

945 

FISERV 

776 

26 

907 

455 

37 

30.7 

34 

6.8 

6.9 

9.4 

10.6 

1182 

946 

BUFFETS 

774 

76 

NR 

335 

35 

20.3 

33 

6.1 

6  2 

18  4 

18  4 

160 

947 

REVCO  D.S. 

774 

109 

NR 

2351 

10 

22.3 

NM 

0.9 

NM 

5  0 

4.8 

1109 

948 

FEDERAL  REALTY 

774 

17 

91  1 

115 

15 

16.1 

70 

14.0 

9  5 

8  2 

5  7 

691 

949 

SITHE  ENERGIES 

773 

NA 

NR 

263 

13 

1.0 

-86 

0.4 

3.0 

NM 

0.6 

1550 

950 

VORNADO  REALTY  TRUST 

772 

56 

NR 

79a 

8 

17.2 

81 

21.8 

13  0 

NM 

14.5 

483 
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LUATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 


NT  12-MONTH 

PRICE 

INSTI- 

ANALYSTS' ESTIMATES 

IE  HIGH/ 
E  tOW 

AS%OF 
BOOK 

PE 

YIELD 

PAYOUT 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

SHRS. 
OUT. 

TURN 
OVER 

1992 
ACTUAL 

s 

1993 
ACTUAL 

$ 

1994 
EST 

$ 

VARI- 
ATION 

% 

1  IC/JO 

467 

1 8 

0  00 

0 

37 

50 

26 

99  9 

1 2 

1  59 

1  85 

2.15 

0.9 

Consumer  products 

4  28/12 

4 1 0 

22 

1  3 1 

28 

87 

63 

35 

340  9 

01 

0  58 

1  1 3d 

1.54 

7  1 

Office  equipment 

2  45/17 

33 1 

NA 

0.00 

o 

NA 

56 

20 

NA 

1 2 

NA 

NA 

3.14 

47.5 

Housing 

>       39  / 1 7 

559 

45 

0  00 

o 

1 03 

98 

23 

415  4 

06 

0  49 

0  79 

1.46 

3  4 

M  onuf  acturing 

)  28/18 

303 

51 

4.91 

250 

-19 

78 

41 

47  0 

1 2 

1.24 

0  40 

1.20 

15.0 

Nnnkunlr  linnn^inl 
iiviiuunn  iiiiuiiciui 

?  30/19 

1 58 

28 

1  79 

50 

49 

74 

29 

75  3 

1 2 

0  92 

1  04 

2.16 

8.3 

Fuel 

S  27/14 

273 

25 

0  00 

o 

80 

92 

32 

117  4 

1 2 

0  82 

1  03 

1.22 

0.8 

Health  core 

)  46/36 

1 74 

1 5 

5  43 

83 

23 

2 1 

1  8  3 

09 

2  53 

2  52 

2  75 

2.2 

v  i  Mines 

7  58/34 

251 

28 

0.77 

22 

43 

55 

1 5 

75  0 

06 

2.59 

2  02 

2.70 

5.6 

M  o  n  uf  o  ctu  ri  n  g 

7  87/22 

177 

23 

0  00 

o 

-53 

79 

23 

219  1 

1  2 

2  55b 

1  59j 

2  18 

15.6 

Office  equipment 

i  12/8 

257 

NM 

0  00 

o 

_7 

43 

90 

44  5 

1 2 

—Q  07 

_ q  94 

-0.12 

91.7 

Fuel 

i  36/24 

436 

NM 

0  00 

q 

NA 

44 

26 

NA 

0 1 

0  13 

0  20 

0.95 

NM 

Retailing 

)  40/31 

170 

1 6 

2  83 

46 

1 4 

42 

2 1 

29  5 

01 

2  58 

2  41 

3.00 

NM 

Health  core 

>  51/20 

375 

30 

0  00 

o 

103 

53 

1 7 

205  3 

09 

1  31 

1  63 

2.13 

2.3 

Electrical 

I  35/27 

141 

3 

2.67 

21 

15 

37 

26 

87  1 

1 2 

1  74 

3  93 

3.51 

7.1 

}  37/28 

1 48 

1 3 

6  97 

92 

-15 

1 6 

28 

1 9  3 

1 2 

2  3i 

2  20 

2  33 

3.9 

uniines 

27/14 

555 

NM 

0  00 

o 

NA 

9 

35 

NA 

1 2 

0  05 

—0  1 

0.3/ 

24.3 

AAanuf  octurincj 

>  30/17 

1 68 

43 

3  24 

1  40 

1 4 

80 

28 

1 65  7 

1 2 

1  46 

0  67 

1.75 

16.0 

Tronsportotion 

45/33 

140 

14 

3.63 

50 

23 

79 

20 

56.3 

12 

0.82 

2.99 

3.70 

1.1 

Transportation 

;  38/27 

1 82 

1 5 

0  35 

1 5 

60 

24 

67  3 

1 1 

1  42 

2  27 

2.79 

3.9 

Housing 

l  29/17 

258 

NM 

4  92 

DEF 

_3 1 

67 

45 

93  6 

06 

1  50 

-0  18 

0.91 

18.7 

Manufacturing 

>  26/14 

1 82 

26 

3  66 

95 

_  23 

1 4 

50 

28  0 

1 2 

2  20 

0  63 

2.22 

9  0 

Nonbonlc  financial 

>  34/28 

142 

12 

7  34 

86 

2 

1 9 

28 

27  9 

1 2 

1  92 

2  45 

2.47 

2.4 

1  Itiiifi  o< 

\j  TiiiTies 

i  34/25 

299 

1 8 

6  32 

116 

1 7 

5 1 

27 

45  4 

1 2 

1  38 

1 

NA 

NM 

Heolth  core 

;  13/8 

289 

1 0 

0  00 

o 

—25 

64 

99 

78  9 

1 2 

0  83 

0  80 

1.00 

8.0 

Retailing 

'  28/21 

1 82 

1  7 

2  25 

38 

9 

72 

30 

72  4 

05 

_1  94 

1  58d 

1.90 

5.3 

Electrical 

i  31/19 

329 

20 

1  £9 

33 

37 

35 

30 

39  3 

03 

1  1 2 

1  38d 

1.57 

1.9 

Automotive 

24/1 4 

1 26 

1  1 

1  71 

1 8 

34 

47 

38 

5 1  0 

09 

0  49 

1  97 

2.20 

1.4 

Office  equipment 

r  39/27 

122 

1 1 

2.94 

33 

-6 

75 

29 

154. 1 

12 

1.93b 

2.45 

3.40 

2.9 

Nonbanlc  financial 

30/19 

467 

NM 

1  51 

DEF 

1 8 

77 

3  4 

1 00  9 

1 2 

\J.DO 

I  .4  1 

1  28 

6.3 

Manufacturing 

20/  9 

NEG 

1 0 

0  00 

o 

g 

36 

43 

74  3 

flA 
UO 

1  AO 

1  .07 

0.1 1 

54.5 

Services 

35/2 1 

362 1 

NM 

ft  r>n 

u 

4 1 

52 

26 

117.1 

1 2 

— 1 .08 

-0.60 

-0.16 

75.0 

Telecommunications 

36/29 

108 

9 

3.25 

29 

9 

29 

26 

21.7 

12 

3.32 

3.48 

3.45 

2.9 

Nonbanlc  financial 

>  34/22 

404 

21 

0.82 

17 

23 

55 

27 

55.2 

08 

1 .49 

1 .43 

1  75 

1.1 

>  32/24 

191 

7 

3.92 

29 

-7 

42 

31 

84.7 

12 

2.88 

3.48 

3.34 

3.6 

Balks 

>  40/28 

1 88 

g 

2  09 

1 7 

_9 

38 

27 

54  3 

1 2 

o  n/. 

J.UO 

J.JZ 

3.48 

9.8 

Nonbanlc  financial 

>  26/16 

230 

17 

0  52 

9 

1 4 

54 

4 1 

78  3 

02 

1  0£b 

1    1  CJ 

1 .  1  O  a 

1.29 

10.1 

Manufacturing 

>  40/18 

525 

42 

0.06 

3 

1 1 1 

53 

20 

62.5 

12 

-0.39 

0.93 

1.33 

1 8.8 

Leisure 

!  17/11 

191 

1 1 

1.87 

20 

34 

30 

46 

106.5 

12 

0.74 

1 .57 

1.55 

1.9 

>  37/28 

245 

15 

0.89 

13 

19 

81 

22 

59.2 

06 

1 .91 

2.41 

2.70 

2.6 

Manufacturing 

>         40/  9 

1 089 

32 

u.uu 

r\ 
u 

ou 

AZA.D 

1 2 

0.63 

1.13 

1.31 

12.2 

Services 

)  32/20 

103 

13 

0.00 

o 

1 2 

79 

76 

1 1 0.2 

1 2 

-0.56 

2  33 

2  52 

6  7 

Office  equipment 

>  36/19 

566 

23 

0.00 

o 

NA 

13 

31 

NA 

1 2 

0  93 

1  1 1 

1.25 

6  4 

Leisure 

i  53/26 

951 

54 

0.00 

o 

40 

72 

17 

294.4 

09 

0  48 

0.83 

1.23 

2.4 

wi  i  ice  eouipment 

)  24/17 

268 

25 

0.00 

o 

10 

79 

39 

95.3 

1 2 

0  67 

0  80 

0.96 

2.1 

Office  equipment 

i  28/14 

702 

38 

0  00 

o 

67 

79 

3 1 

23 1  2 

1 2 

0  52 

n  a  a 

0.87 

3.4 

Leisure 

i  17/9 

167 

21 

0.00 

0 

50 

58 

50 

63.1 

05 

0.35 

0.73d 

0.98 

4.1 

Health  care 

1  30/23 

272 

46 

5.60 

260 

9 

47 

28 

46.7 

12 

0.41 

0.60 

0.67 

NM 

Housing 

I  15/10 

453 

NM 

0.00 

0 

NA 

16 

55 

NA 

12 

0.14 

0.02 

0.37 

8.1 

Utilities 

)  42/31 

647 

20 

5.58 

112 

33 

31 

22 

36.1 

12 

0.07 

1.78d 

2.33 

NM 

Housing 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

CHANGE 
FROM 
1993 

YEAR 
AGO 
RANK 

12 

MONTHS 
'1993 
SMIL 

CHANGE 
FROM 
1992 

1! 

MONTHS 
1993 
SMIL 

CHANGE 
FROM 
1992 

12 
MONTHS 
1993 

12 

MONTHS 
1992 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS  j 
1993  I 
SMIL. 

951 

BE C K M AH  INSTRUMENTS 

771 

20 

899 

876 

-4 

-33.6 

NM 

NM 

4.8 

-5.6 

-9.7 

768 

952 

ENERGY  SERVICE 

770 

323 

NR 

246 

148 

16  7 

NM 

6  8 

NM 

NA 

3.3 

596  1 

953 

COMMUNITY  PSYCHIATRIC  CENTERS 

769 

66 

NR 

336 

-3 

-24.9 

NM 

NM 

6.7 

NM 

-6.0 

513  1 

954 

KIMC0  REALTY 

768 

41 

NR 

96a 

NA 

31.1 

NA 

32.4 

NA 

NA 

9.2 

562  1 

955 

INTEGRATED  DEVICE  TECHNOLOGY 

764 

265 

NR 

303 

36 

26.5 

783 

8.8 

1.3 

13.8 

13.7 

315  j 

956 

VONS 

764 

-27 

663 

5075 

-9 

33  0 

-60 

0.7 

1.5 

4.6 

6.3 

2250 

957 

WALLACE  COMPUTER  SERVICES 

762 

31 

949 

571 

9 

43.4 

6 

7.6 

7.8 

10.9 

11.4 

497  j 

958 

JOHN  ALDEN  FINANCIAL 

762 

115 

NR 

1407 

19 

80.0 

38 

5  7 

4.9 

21.0 

30.2 

6116  1 

959 

PAYLESS  CASHWAYS 

760 

NA 

NR 

2558a 

3 

-2.0 

NM 

NM 

NM 

NM 

-1.9 

1487 

960 

OVERSEAS  SHIPHOLDING  GROUP 

760 

39 

996 

389y 

5 

17  9 

NM 

4  6 

0.0 

3.9 

2.3 

1699  j 

961 

BOSTON  CHICKEN 

759 

NA 

NR 

43 

413 

1.6 

NM 

3.9 

NM 

2.8 

NA 

110 

962 

LIBERTY  NATIONAL  BANCORP 

759 

26 

918 

382 

0 

51.5 

13 

13.5 

12.0 

12.3 

12  9 

4916 

963 

FRANKLIN  QUEST 

759 

86 

NR 

178 

35 

25.7 

11 

14.5 

17.6 

20.1 

20.9 

158  1 

964 

A.O.  SMITH 

757 

87 

NR 

1  194 

14 

42.7 

57 

3  6 

2.6 

1 1  0 

15  8 

823 

965 

TOOTSIE  ROLL  INDUSTRIES 

753 

-6 

805 

260 

6 

35.4 

11 

13.7 

13.1 

15.1 

17.2 

302 

966 

WESTERN  GAS  RESOURCES 

753 

-1 

827 

932y 

55 

38.1 

-4 

4  1 

6.6 

5.6 

10  5 

1039 

967 

BANTA 

750 

24 

966 

691 

8 

41.0 

15 

5.9 

5.6 

13.1 

14.0 

457 

968 

XTRA 

747 

13 

866 

330 

40 

40  4 

25 

12  2 

13.7 

NA 

13  0 

853 

969 

VISHAY  INTERTECHNOLOGY 

746 

16 

NR 

856 

29 

42.6 

40 

5.0 

4.6 

9.1 

1 1.3 

927 

970 

MAXIM  INTEGRATED  PRODUCTS 

745 

107 

NR 

128 

32 

20  1 

30 

15  7 

15  9 

18.5 

18.5 

142 

971 

INTERCO 

744 

14 

892 

1657 

8 

45.4 

-70 

2.7 

9.8 

8.7 

14.0 

1205 

972 

BALL 

744 

-20 

744 

2441 

12 

-32.5 

NM 

NM 

2.8 

NM 

-5.7 

1796 

973 

CENTRAL  NEWSPAPERS 

741 

23 

957 

467 

8 

32.1 

38 

6.9 

5.4 

11.7 

1 1.4 

449  1 

974 

ENQUIRER/STAR  GROUP 

741 

18 

937 

292 

3 

26  0 

30 

8  9 

7.0 

6  3 

8  3 

727 

975 

SYBRON  INTERNATIONAL 

739 

40 

NR 

406 

4 

29.2 

21 

7.2 

6.2 

12.2 

21.7 

536  j 

976 

UGI 

737 

3 

936 

720 

2 

30.9 

-14 

4  3 

5  1 

62 

6  9 

1206 

977 

P.H.  GLATFELTER 

737 

-7 

821 

474 

-12 

20.4 

-64 

4.3 

10  5 

3.9 

4.6 

842 

978 

WERNER  ENTERPRISES 

734 

63 

NR 

412 

15 

29  6 

26 

72 

6.6 

12.5 

12.1 

368  j 

979 

MAGMA  POWER 

731 

-6 

787 

167y 

53 

52.1 

43 

31.2 

33.4 

14.3 

16.1 

598 

980 

J.M.  SMUCKER 

730 

-4 

795 

500 

2 

37.0 

2 

7.4 

7.4 

16.1 

15.7 

302 

981 

NATIONWIDE  HEALTH  PROPERTIES 

729 

31 

979 

60 

21 

41.0 

38 

679 

59.4 

12  6 

12.2 

399 

982 

COLEMAN 

728 

0 

871 

575y 

14 

35.0 

28 

6  1 

5  4 

1  1.4 

14.9 

469 

983 

SUNGARD  DATA  SYSTEMS 

728 

48 

NR 

381 

18 

38.5 

49 

10.1 

8.0 

13.5 

12.6 

390 

984 

QUANTUM 

723 

13 

928 

2003 

30 

-9  6 

NM 

fjm 

5.5 

-06 

-2.8 

888 

985 

SPS  TRANSACTION  SERVICES 

723 

18 

909 

206y 

24 

30.6 

48 

14.9 

12.5 

28.0 

28  0 

310 

986 

VALLEY  BANCORPORATION 

722 

42 

NR 

377 

-1 

45  9 

15 

12  2 

10.4 

NA 

13  1 

4592 

987 

VALLEY  NATIONAL  BANCORP 

720 

25 

NR 

249 

-1 

54  6 

31 

21.9 

16.5 

20.8 

20.7 

3414 

988 

JOHN  H.  HARLAND 

720 

18 

770 

519 

17 

52.5 

-7 

10.1 

12.7 

26.7 

28.3 

350 

989 

BERGEN  BRUNSWIG 

720 

4 

901 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

1772 

990 

KAUFMAN  S  BROAD  HOME 

718 

11 

988 

1238 

13 

39.9 

42 

3.2 

2.6 

7.4 

9.2 

1339 

991 

AIRBORNE  FREIGHT 

717 

67 

NR 

1720 

16 

35  3 

584 

2.1 

0.3 

6.5 

10.7 

1003 

992 

GEON 

717 

NA 

NR 

973 

9 

2.2 

NM 

0  2 

NM 

1.9 

2.6 

721 

993 

OLD  NATIONAL  BANCORP 

712 

21 

NR 

284 

-3 

42.5 

10 

15.0 

13  3 

12.8 

13.5 

3715 

994 

ADOLPH  COORS 

711 

13 

955 

1582 

2 

-41.9 

NM 

NM 

2  3 

NM 

-5  9 

1435 

995 

DAUPHIN  DEPOSIT 

710 

-3 

850 

360a 

-7 

63.7 

12 

17.7 

14.8 

14.5 

13.9 

4561 

996 

HEALTH  &  REHABILITATION  PROPERTIES 

710 

108 

NR 

56 

16 

37  7 

39 

66  8 

55  9 

10  1 

1  1.7 

528 

997 

MINERALS  TECHNOLOGIES 

709 

16 

NR 

428 

9 

29.0 

20 

6.8 

6.1 

6  9 

8.6 

549 

998 

FOURTH  FINANCIAL 

707 

8 

917 

512a 

10 

57  2 

2 

112 

12.1 

8  7 

13  1 

6519 

999 

HARNISCHFEGER  INDUSTRIES 

706 

40 

NR 

1224 

-8 

-15.8 

NM 

NM 

3.5 

NA 

-3.1 

1334 

1000 

MESA  AIRLINES 

704 

3  3 

NR 

361 

10 

27  9 

38 

7.7 

62 

NA 

13.0 

399 
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J  A  T 1  ON 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

12MONTH 
HIGH/ 
IOW 
$ 

price 

AS%OF 
>00K 
VALUE 

n 

RATIO 

YIELD 
% 

PAYOUT 

% 

TOTAL 
RETURN 

X 

INSTI. 
TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 
% 

FY 

1992 
ACTUAL 

1993 
ACTUAL 

ANALYSTS' ESTIMATES 
1994  VARI 
EST  ATION 

$  % 

29/20 

223 

NM 

1.50 

DEF 

21 

55 

29 

50.5 

12 

1.53 

-1.21 

2.06 

2.9 

Electrical 

4/  1 

205 

43 

0  00 

0 

1 29 

44 

224 

87  0 

12 

-0.28 

0.08 

0.19 

15.8 

Fuel 

19/9 

185 

NM 

0.00 

0 

67 

58 

43 

122.3 

1 1 

0.52 

-0.58 

0.44 

20.5 

Health  care 

39/31 

228 

15 

5.21 

76 

23 

40 

20 

53.2 

12 

1.25 

2.63d 

2.85 

NM 

Housing 

27/6 

396 

23 

0.00 

0 

247 

50 

29 

564.2 

03 

0.18 

1  1  2d 

1.77 

13.0 

Electrical 

26/15 

146 

23 

0.00 

0 

-27 

43 

43 

61.6 

12 

1 .89 

0.76 

1.67 

12  6 

36/23 

201 

19 

1.87 

35 

35 

77 

22 

54.0 

07 

1.76 

1.84 

2.12 

2.8 

Office  equipment 

42/15 

292 

12 

0.83 

10 

1 16 

NA 

20 

101.3 

1 2 

3.08 

3.29 

3.64 

19 

Nonbonk  financial 

20/1 1 

213 

NA 

0.00 

0 

NA 

72 

39 

109.6 

1 1 

-2. 10 

NA 

1.26 

5.6 

Retailing 

27/17 

99 

42 

2.58 

109 

42 

37 

33 

1 8.3 

12 

0.00 

0.55 

0.72 

15.3 

Transportation 

51/35 

2592 

NM 

0.00 

0 

NA 

2 

17 

NA 

12 

-0.41 

0.13 

0.60 

NM 

Leisure 

31/24 

190 

15 

2.31 

34 

25 

38 

26 

27.3 

12 

1 .83 

2.03 

2.27 

1 .3 

Banks 

39/21 

617 

34 

0.00 

0 

82 

40 

20 

62.8 

08 

1.37 

1.10 

1.40 

2.1 

40/19 

281 

18 

1.20 

21 

88 

55 

21 

45.9 

12 

1 .40 

2.08 

2  55 

2  4 

Automotive 

83/65 

365 

21 

0.53 

1 1 

-5 

23 

11 

13.1 

12 

3.04 

3.36 

3.75 

NM 

Food 

45/28 

246 

24 

0.68 

16 

-1 

35 

26 

28.3 

12 

1.43 

1.25 

2.04 

10.8 

Utilities 

38/27 

256 

18 

1.39 

26 

25 

76 

20 

93.2 

12 

1.79 

2.03 

2.31 

1.3 

Services 

53/34 

267 

20 

1  27 

26 

4 

66 

17 

140  6 

09 

1 .89 

2.16 

3.03 

2  0 

Services 

33/25 

198 

17 

0.00 

0 

16 

53 

21 

74.8 

12 

1 .71 

2.01 

2.48 

2  0 

Electrical 

53/25 

688 

46 

0.00 

0 

101 

85 

14 

141.1 

06 

0.94 

1.15 

1.47 

2.0 

Electrical 

16/12 

229 

17 

0.00 

0 

14 

24 

50 

29.8 

1 2 

3.55 

0.88 

1.08 

2  8 

Consumer  products 

37/25 

1 19 

NM 

2.38 

DEF 

-13 

64 

29 

84.8 

1  2 

2.21 

-1.24 

1.84 

8.2 

Containers 

29/22 

262 

23 

1.72 

40 

25 

41 

27 

1 1 .0 

1 2 

0.88 

1.21 

1.46 

3.4 

Daiitlicltinn  /TV 

ruoiisning/  i  v 

20/15 

238 

25 

1.13 

29 

20 

42 

42 

32.6 

03 

0.47 

0.70d 

0.97 

12  4 

Publishing/TV 

35/22 

550 

28 

0.00 

0 

32 

64 

23 

53.9 

09 

0.61 

1.13 

1.84 

3.3 

Health  core 

26/22 

178 

25 

5.83 

144 

2 

49 

32 

41.4 

09 

1.20 

0.93 

1.45 

69 

1  Jfilitioc 

20/15 

167 

36 

4.18 

152 

-3 

67 

44 

24  0 

12 

1.27 

0.46 

0.95 

1 5.8 

Paper 

32/19 

301 

23 

0.41 

9 

47 

47 

25 

76.3 

02 

1.05 

1.27d 

1.47 

3  4 

T  r  o  n  s  p  o  rto  1 1  o  n 

42/30 

225 

15 

0.00 

o 

-6 

48 

23 

125  3 

1 2 

1  59 

2  17 

2.51 

4.8 

\J  MMTIeS 

28/20 

310 

19 

1.84 

35 

-1 

23 

29 

11.0 

04 

1.27 

1  3  1  d 

1  42 

3  5 

Food 

43/34 

218 

17 

6.28 

109 

28 

69 

1 8 

50  2 

1 2 

2.00 

2.33 

3.07 

1.0 

Housing 

31/26 

310 

21 

0.00 

0 

0 

20 

27 

24.6 

1 2 

1  07 

1.30 

1 .53 

2.0 

Electrical 

43/28 

238 

18 

0.00 

o 

20 

81 

1 9 

1 65  6 

1 2 

1.65 

2.14 

2.19 

0.9 

Office  equipment 

17/9 

210 

NM 

0.00 

o 

1 3 

79 

43 

41 2.5 

03 

2  05 

1.55 

22.6 

Office  equipment 

71/40 

661 

24 

0.00 

0 

18 

20 

14 

34.3 

12 

1 .61 

2.27 

2.72 

1.8 

Services 

40/25 

206 

16 

2.70 

42 

44 

31 

20 

53.3 

12 

2.07 

2.26 

2.55 

1  2 

Banks 

32/23 

272 

13 

2.98 

39 

25 

7 

24 

1 1.2 

1 2 

1.74 

2.27 

2.50 

NM 

28/21 

388 

15 

4.15 

61 

-5 

56 

30 

58  0 

1 2 

1 .59 

1 .62 

1 .81 

3.3 

Office  equipment 

22/14 

172 

25 

2  43 

61 

2 

54 

36 

46.8 

09 

1 .41 

0.79 

1.51 

4.6 

Health  care 

26/16 

165 

21 

1.45 

31 

12 

51 

35 

126.7 

1 1 

0  78 

C\  OA 

1.69 

12.4 

Housing 

39/19 

235 

22 

0.81 

18 

68 

83 

19 

124  1 

12 

0.12 

1.66 

2.05 

6.3 

Transportation 

29/18 

312 

NM 

1 .83 

227 

NA 

56 

26 

NA 

1 2 

-0.84 

0.22 

1.34 

17  9 

Chemicals 

38/30 

226 

17 

2.50 

42 

23 

18 

19 

13.1 

12 

2.10 

2.21 

NA 

NM 

Banks 

23/15 

100 

NM 

2.68 

DEF 

14 

33 

38 

78.8 

12 

0.95 

-1.10 

1.03 

18  4 

Consumer  products 

28/23 

153 

11 

3.87 

43 

0 

26 

30 

31.8 

12 

Z.  1  3 

2.30 

1.7 

Banks 

17/12 

221 

14 

8  32 

120 

35 

22 

45 

62.3 

12 

1 .02 

1.10 

1.43 

NM 

Housing 

32/24 

209 

23 

0.35 

8 

16 

78 

25 

101.7 

12 

0.97 

1.25 

1.47 

2.7 

Chemicals 

32/25 

160 

13 

3.65 

46 

-2 

23 

25 

26  1 

12 

2.17 

2.26 

2.83 

1.4 

Banks 

26/17 

140 

NM 

1.58 

DEF 

43 

68 

28 

74.8 

10 

1.95 

-0.67 

1.04 

12  5 

Manufacturing 

24/15 

327 

27 

0.00 

0 

17 

79 

35 

265.1 

09 

0.51 

0.73 

1.18 

6.8 

Transportation 
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ALPHABETICAL  LIST  OF  COMPANIES 

The  number  to  the  left  df  the  company's  name  identifies  its  rank  in  market  value 
amdng  the  business  week  1  ddd.  that  list  begins  dn  page  b  q  .  the  numbers 
immediately  td  the  right  identify  the  company's  rank  in  sales,  profits,  and  assets, 
respectively,  amdng  all  business  week  1  qoo  companies. 


MKT 
RANK 

OTHER  RANKINGS 

MKT 
RANK 

OTHER  RANKINGS 

MKT 
RANK 

OTHER  RANKINGS 

COMPANY                                         SALES  PROFITS 

ASSETS 

COMPANY  SAIES 

PROFITS 

ASSETS 

COMPANY  SALES 

PROFITS 

ASSETS 

A 

122 

ALBERTSON'S  85 

174 

432 

686 

ALUMAX  400 

963 

460 

250  Poikreniei  Blvd.  Boise,  ID  83706/208  385-6200 

5655  Peachliee  Pkwy,  Noicross,  OA  30092/404-246-6600 

30 

ABBOTT  LABORATORIES  121 

29 

232 

749 

ALC  COMMUNICATIONS  869 

756 

976 

495 

ALZA  951 

727 

860 

30300  leleoionh  Rd,  Binahom  Foims,  Ml  48025/313-647-6920 

950  Page  Mill  Rd,  Polo  Alto,  CA  94303/415494-5000 

One  Abbott  Pork  Rd,  Abbott  Pork,  11  60064/708-937-6100 

818 

ACCLAIM  ENTERTAINMENT  898 

787 

975 

382 

AIC0  STANDARD  152 

864 

411 

586 

AMBAC  915 

296 

386 

71  Audrey  Ave,  Oyster  Boy,  NY  11771/516-624  8888 

825  Duportoil  Rd,  Woyne,  PA  19087/215-296-8000 

One  State  St  Plozo,  New  Yoik,  NY  10004/212  668-0340 

727 

ADAPTEC  906 

660 

941 

139 

ALCOA  109 

880 

170 

231 

AMERADA  HESS  168 

983 

217 

691  South  Milpitos  Blvd.  Milpitos,  (A  95035/408-945-8600 

426  Sixth  Ave,  Pittsburgh,  PA  IS219/412-5534545 

1185  Ave  ol  Ihe  Amencos,  New  Yoik,  NY  10036/212-997-8500 

'64 

ADC  TELEC0MMS.  895 

791 

961 

905 

ALEXANDER  S  ALEXANDER  569 

836 

463 

137 

AMERICAN  BRANDS  55 

68 

115 

4900  West  78th  St,  Minneapolis..  MN  55435/612  938-8080 

1211  Ave  ol  the  Amelias,  New  York,  NY  10036/212  840  8 

soo 

1700  Eosl  Pulnom  Ave,  Old  Gieenwich,  O  06870/203  698-5000 

634 

ADORF  SVSIFMS  017 

r«1 

943 

690 

ALEXANDER  &  BALDWIN  667 

598 

559 

253 

AMERICAN  CYANAMID  227 

966 

276 

1585  Charleston  Rd,  Mountain  View,  CA  94043/415-96I4400 

822  Bishop  St,  Honolulu,  HI  96813/808-525  6611 

One  Cyonomid  Ploza,  Woyne,  NJ  07470/201-831  2000 

473 

ADVANCED  MICRO  DEVICES  504 

244 

560 

816 

ALLEOHANV  465 

461 

269 

152 

AMERICAN  ELECTRIC  187 

137 

126 

One  AMD  Ploce,  Sunnyvale,  CA  94088/408  732  2400 

55  East  52nd  St.  New  York,  NY  10055/212  752  1356 

One  Riverside  Plozo,  Columbus,  OH  43215/614  223-1000 

678 

ADVANTA  889 

547 

525 

638 

ALLEGHENY  LUDLUM  637 

583 

759 

54 

AMERICAN  EXPRESS  51 

22 

8 

300  Welsh  Rd,  Horshom,  PA  19044/2154574000 

1000  Six  PPG  Place,  Pittsburgh.  PA  15222/412-394  2800 

200  Vesey  St,  World  Finl  (entei,  New  Yoik,  NY  10285/212-640  2000 

543 

AES  834 

580 

597 

355 

ALLEGHENY  POWER  403 

241 

281 

160 

AMERICAN  GENERAL  129 

220 

44 

1001  North  19th  St,  Arlington,  VA  22209/703-522-1315 

12  East  49th  St,  New  York,  NY  10017/212  752  2121 

2929  Allen  Pkwy,  Houston,  TX  77019/713-522-1111 

136 

AETNA  LIFE  S  CASUALTV  35 

992 

16 

579 

ALLERGAN  709 

438 

747 

452 

AMERICAN  GREETINGS  485 

389 

605 

151  Forminglon  Ave,  Hertford,  0  06156/203-273-0123 

2525  Dupont  Di,  Irvine,  CA  92713/714  7524500 

One  Amencon  Rd,  Cleveland,  OH  44144/216  252-7300 

331 

AFLAC  194 

230 

125 

77 

ALLIEDSIGNAL  72 

71 

183 

37 

AMERICAN  HOME  PRODS.  122 

27 

237 

1932  Wynnlon  Rd,  Columbus,  CA  31999/706-323-3431 

101  Columbio  Rd,  Moiristown,  NJ  07962/201455-2000 

Five  Giroldo  Foims,  Madison,  NJ  07940/201  660-5000 

454 

AHMANSON  (H.F.)  310 

964 

37 

707 

ALLMERICA  PROPERTY  449 

223 

318 

20 

AMERICAN  INTL.  GROUP  27 

18 

18 

4900  Rivergrade  Rd,  Irwmdole,  CA  91706/818  960-6311 

440  Lincoln  St,  Worcester,  MA  01653/508-855-1000 

70  Pine  St,  New  York,  NY  10270/212  770  7000 

172 

AIR  PRODUCTS  &  CHEMS.  289 

260 

332 

69 

ALLSTATE  26 

31 

31 

569 

AMERICAN  MEDICAL  411 

572 

455 

7201  Homilton  Blvd.  Allentown,  PA  18195/215-481-4911 

Allstate  Plozo,  Northbrook,  11  60062/708402  5000 

8201  Preston  Rd,  Oollos,  TX  75225/214-360-6300 

991 

AIRBORNE  FREIGHT  492 

782 

734 

182 

ALLTEL  401 

213 

359 

614 

AMERICAN  NATIONAL  566 

281 

302 

3101  Western  Ave,  Seattle.  WA  98111/206  2854600 

One  Allied  Dr,  Little  Rock,  AR  72202/501  661-8000 

One  Moody  Plozo,  Galveston,  FX  77550/409-7634661 

.oo  -  sA/rri,  /a  a  Apr  u  oq  too 


THF  Rl  1SINFSS  WFFK  100 
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RANK  COMPANY 


410  AMERICAN  POWER  942      699  985 

132  Fairgrounds  ltd,  West  Kingston.  Rl  02892/401  789  573S 

656  AMERICAN  PREMIER  481      232  381 

One  East  Fourth  Sr ,  Cincinnati,  OH  4  5  202/  513-579-6  600 

872  AMERICAN  PRESIDENT       364      S34  641 

llll  Broadway,  Oakland,  CA  94607/510-272-8000 

673  AMERICAN  RE  544      430  271 

555  College  Rd  East,  Princeton,  NJ  08543/609  2434200 

297  AMERICAN  STORES  31      212  249 

709  East  South  Temple,  Soil  Loke  City,  UT  84102/801  539-0112 

817  AMERICAN  WATER  WORKS  745      561  448 

1025  laurel  Oak  Rd,  Vaorhees,  NJ  08043/609  3464200 

33  AMERITECH  73       25  88 

30  South  Walker  Dr,  Chicago,  11 60606/312  750-5000 

163  AMGEN  559      146  590 

1840  De  Havilland  Dr,  Thousand  Oaks,  CA  91320/805447-1000 

22  AMOCO  19       19  70 

200  East  Randolph  Or,  Chicago,  II  606(11  31?  816  61 II 

138  AMP  280      190  439 

470  Friendship  Rd,  Hamburg,  PA  17111/717-5644)100 

204  AMR  43      956  103 

4333  Amon  Corter  Blvd.  Fort  Worth,  TX  76155/817-963-1234 

626  AMSOUTH  BANCORP.         670      354  171 

1900  Fifth  Ave,  North,  Birmingham,  Al  35203/205  326-5120 

386  ANADARKO  PETROLEUM      853      750  554 

17001  Northchose  Dr,  Houston,  TX  77060/713-875-1101 

620  ANALOG  DEVICES  756      680  822 

One  Technology  Woy,  Norwood,  MA  02062/617  329-4700 

914  ANDREW  860      813  937 

10500  West  153rd  St,  Orlond  Park,  II  60462/708  349-3300 

59  ANHEUSER-BUSCH  78       81  180 

One  Busch  Place,  St.  lours,  MO  63118/314-577  2000 

299  AON  251      170  118 

123  North  Worker  Dr,  Chicago,  11 60606/312  701-3000 

570  APACHE  855      771  619 

2000  Post  Oak  Blvd.  Houston,  TX  77056/71*296-6000 

233  APPLE  COMPUTER  120      931  315 

20525  Mocioni  Ave,  Cupertino,  CA  95014/408-996-1010 

264  APPLIED  MATERIALS         602      397  708 

3050  Bowers  Ave,  Santo  Clora,  CA  95054/408-727-5555 

105  ARCHER  DANIELS  MIDLAND  97      1  10  220 

4666  Faries  Pkwy,  Decotur,  II  62525/217424-5200 

215  ARCO  CHEMICAL  298      254  397 

3801  West  Chester  Pike,  Newtown  Square,  PA  19073/215-359  2000 

933  ARGONAUT  GROUP  867      486  522 

1800  Ave  ol  the  Stars,  los  Angeles,  CA  90067/310-5534)561 

811  ARXLA  319      751  387 

1600  Smith  St,  Houston,  TX  77002/713-654-5600 

462  ARMSTRONG  WORLD         373      619  548 

313  West  Liberty  St,  Loncastec,  PA  17604/717-397-061) 

616  ARROW  ELECTRONICS        369      526  698 

25  Hub  Dr,  Melville,  NY  II747/5I6-39I-I300 

760  ASARCO  486      947  433 

180  Maiden  Inne,  New  York,  NY  10038/212-510-2000 

406  ASHLAND  OIL  99      299  298 

1000  Ashland  Dr,  Russell,  KY  41169/606-329  3333 

822  ASSOCIATED  COMMUNS.      980      895  974 

200  Gateway  lowers,  Pittsburgh,  PA  15222/412-281-1907 

798  AST  RESEARCH  450      940  730 

16215  Alton  Pkwy,  Irvine,  CA  92713/714-7274141 

3  ATST  5         3  29 

32  Ave  of  the  Americas,  New  York,  NY  10013/212  387  5400 
689  ATST  CAPITAL  563      579  272 

44  Whippany  Rd,  Morristown,  NJ  07960/201  3973000 

868  ATLANTA  GAS  LIGHT  621      632  607 

303  Peorhtree  St  NE,  Atlanta,  GA  30308/404-5844000 

742  ATLANTIC  ENERGY  708      419  488 

6801  Block  Horse  Pike,  Pleasontville,  NJ  08232/609-6454100 

44  ATLANTIC  RICHFIELD  32      206  83 

515  South  Flower  St,  los  Angeles,  CA  90071/213486-3511 

725  ATLANTIC  SOUTHEAST  AIR  925      708  895 

100  Hartsfield  Center  Pkwy,  Atlanta,  GA  30354/404766 1400 

814  ATMEL  950      811  962 

2125  O'Nel  Dr,  San  Jose,  CA  95131/4084414311 

615  AUTODESK  881      627  915 

2320  Monnship  Woy,  Sausalito,  CA  94965/415-332-2344 

123  AUTOMATIC  DATA  402      178  483 

One  ADP  Blvd.  Roselond,  NJ  07068/201  994-5000 
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248 


517 


518 


240 


AUTOZONE  576 

3030  Poplor  Ave,  Memphis,  TN  38111/901 3254600 

AVERY  DENNISON  361  513 

ISO  North  Orange  Grove  Blvd.  Pasadena,  CA  9)103/818-304-2000 

AVNET  325  586 

80  Cutter  Mill  Rd,  Great  Neck,  NY  11021/516-466-7000 

AVON  PRODUCTS  240 

Nine  West  57th  St,  New  York,  NY  10019/212  546  6015 


474 


222 


372  BAKER  HUGHES  356  578 

3900  Essex  Lone,  Houston,  IX  77027/713439  8600 

972  BALL  387  925 

345  South  High  St,  Muncie,  IN  47305/317747-6100 

298  BALTIMORE  G&E  352  179 

39  West  Lexington  St,  Baltimore,  MD  21203/410-234-5000 

63  BANC  ONE  147  38 

100  East  Broad  St,  Columbus,  OH  43271/614-248-5800 
631  BANCORP  HAWAII  683  371 

130  Merchant  St,  Honolulu,  HI  96813/808-537  8111 

568  BANDAG  804  542 

2905  North  Hwy  61,  Muscarine,  IA  52761/319  2621400 

402  BANK  OF  BOSTON  144  200 

100  Federal  St,  Boston,  MA  02106/617434-2200 

183  BANK  OF  NEW  YORK         252  92 

48  Wall  St,  New  York,  NY  10286/2124  9  51784 

939  BANK  SOUTH  871  621 

55  Marietta  St  NW,  Atlanta,  GA  30303/404-5294111 
48  BANKAMERICA  41  16 

555  California  St,  Son  Francisco,  CA  94104/415-622  3456 

691  BANKERS  LIFE  540  367 

222  Merchandise  Mort  Plozo,  Chicogo,  IL  60624/312  396-6000 

141  BANKERS  TRUST  N.Y.        134  41 

280  Pork  Ave,  New  York,  NY  10017/212-250-2500 

757  BANPONCE  701  439 

209  Munoz  Rivera  Ave,  Son  Juan,  PR  00918/809-765^9800 

967  BANTA  757  742 

225  Main  St,  Menasho,  Wl  54952/414-751-7777 

590  BARD  (C.R.)  671  629 

730  Central  Ave,  Murray  Hill,  NJ  07974/908-277-8000 

246  BARNETT  BANKS  307  135 

50  North  Laura  St,  Jacksonville,  FL  32202/904-791-7720 

844  BATTLE  MOUNTAIN  GOLD    959  898 

333  Cloy  St,  Houstou,  TX  77002/7)3-650-6400 

338  BAUSCH  &  LOMB  468  333 

One  Lincoln  First  Square,  Rochester,  NY  14604/716  338-6000 

149  BAXTER  INTERNATIONAL     112  980 

One  Baxter  Pkwy,  Deerfield,  IL  60015/708  948-2000 

771  BAYBANKS  717  541 

175  Federal  St,  Boston,  MA  02110/617-482  1040 

819  BB&T  FINANCIAL  767  460 

223  West  Nosh  St,  Wilson,  NC  27893/919  3994111 

371  BEAR  STEARNS  287  114 

245  Pork  Ave,  New  York,  NY  10167/212-272  2000 
951  BECKMAN  INSTRUMENTS     706  928 

2S00  Harbor  Blvd.  Fullerton,  CA  92634/714-871-4848 

342  BECTON,  DICKINSON  383  253 

One  Becton  Dr,  Franklin  Lakes,  NJ  07417/  201-847-6800 

846  BED  BATH  &  BEYOND        930  841 

715  MomsAve,  Springfield,  NJ  07081/201  379-1520 

25  BELL  ATLANTIC  63  26 

1717  Arth  St,  Philadelphia,  PA  19103/215-963-6000 

21  BELLSOUTH  42  44 

1155  Peachtcee  St  NE,  Atlanta,  GA  30367/404-249-2000 

761  BELO  (A.H.)  827  718 

400  South  Record  St,  Dallas,  TX  75202/214-977-6606 

702  BEMIS  604  709 

222  South  Ninth  St,  Minneapolis,  MN  55402/612  376  3000 

478  BENEFICIAL  454  289 

301  North  Walnut  St,  Wilmington,  DE  19801/302425-2800 

989  BERGEN  BRUNSWIG  NR  NR 

4000  Metropolitan  Dr,  Oronge,  CA  92668/714-3854000 

38  BERKSHIRE  HATHAWAY       313  99 

1440  Riewit  Plaza.  Omobo,  NE  68131/402  346 1400 

708  BEST  BUY  392  802 

7075  Flying  Cloud  Or,  Eden  Prorie,  MN  55344/612  947  2000 

474  BETHLEHEM  STEEL  223  979 

1170  Eighth  Ave,  Bethlehem,  PA  18016/215694-2424 
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622 


602 
657 
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467 


341 


840 
47 
806 
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BETZ  LABORATORIES  760 

4636  Somerton  Rd,  Irevose,  PA  19053/215-355-3300 

660  BEVERLY  ENTERPRISES       332  637 

1200  South  Woldron  Rd,  Fort  Smith,  AR  72903/501452-6712 

456  BHC  COMMUNICATIONS       879  245 

767  Fifth  Ave,  New  York,  NY  10153/212421-0200 

BIOGEN  971  794 

14  Cambridge  Center,  Cambridge,  MA  02142/617-252  9200 

BIOMET  908  606 

Airport  Industrial  Park,  Worsaw,  IN  46580/219  267-6639 

BLACK  8  DECKER  195 

701  East  Joppa  Rd,  Towson,  MD  21286/410716-3900 

198  BLOCK  (HSR)  619 

4410  Main  St ,  Kansas  City,  M0  64111/816-753-6900 

143  BLOCKBUSTER  ENT.  417  231 

One  Blockbuster  Plaza,  Fort  Lauderdale,  FL  33301/305  832  3000 

505  BMC  SOFTWARE  932  529 

2101  City  West  Blvd,  Houston,  IX  7704  2/713  918  8  800 

340  BOATMEN'S  BANCSHARES    433  176 

800  Market  St ,  St  Louis,  MO  63101/314466-6000 

BOB  EVANS  FARMS  762  706 

3776  South  High  St ,  Columbus,  OH  43207/614491-2225 

BOEING  18  37 

7755  Easl  Marginal  Way  South,  Seattle,  WA  98108/206-6552121 

BOISE  CASCADE  243  950 

One  Jefferson  Square,  Boise,  ID  83728/208-384-6161 

BOMBAY  927  865 

550  Bailey  Ave,  Fort  Worth,  IX  76107/817-347-8200 

BORDEN  178  930 

I80  East  Broad  St,  Columbus,  OH  43215/614-2254000 

BOSTON  CHICKEN  993  886 

1804  Centre  Point  Dr,  Naperville,  II 60563/708-9556100 

BOSTON  EDISON  537  404 

800  Boylston  St ,  Boston,  MA  02199/617424-2000 

574  BOSTON  SCIENTIFIC  893  588 

480  Pleasant  St ,  Walertown,  MA  02172/617-923-1720 

897  BOWATER  565  946 

55  East  Comperdown  Way,  Greenville,  SC  29601/803-271-7733 

803  BOYD  GAMING  863  855 

2950  South  Industrial  Rd,  las  Vegas,  NV  89109/702792-7200 

874  BREED  TECHNOLOGIES        956  827 

5300  Old  Tompo  Hwy,  Lakeland,  FL  33811/813-284-6000 

663  BRIGGS  8.  STRATTON         611  511 

12301  West  Wirth  St ,  Wauwoloso,  Wl  53222/414-259-5333 

451  BRINKER  INTERNATIONAL    735  652 

6820  1BJ  Freeway,  Dallas,  IX  75240/214-980  9917 

18  BRISTOL-MYERS  SQUIBB      80  15 

345  Pork  Ave,  New  York,  NY  10154/212  5464000 

675  BROOKLYN  UNION  GAS       593  546 

One  Metro)eih  Center,  Brooklyn,  NY  11201/718403-2000 

416  BROWN-FORMAN  549  324 

850  Dixie  Hwy,  Louisville,  KY  40210/502-5851100 

195  BROWNING-FERRIS  265  264 

757  North  Eldridge,  Houston,  TX  77079/713-870-8100 

BRUNSWICK  418  663 

One  North  Held  Court,  loke  Forest,  II 60045/708-7354700 

BUFFETS  912  843 

10260  Viking  Di,  Eden  Prone,  MN  55344/612-942-9760 

BURLINGTON  COAT  555  656 

1830  Route  130,  Burlington,  NJ  08016/609-387-7800 

748  BURLINGTON  INDUSTRIES    435  490 

3330  West  Friendly  Ave,  Greensboro,  NC  27420/910-379  2000 

164  BURLINGTON  NORTHERN     204  192 

777  Main  St ,  Fort  Worth,  IX  76102/817-333  2000 

166  BURLINGTON  RESOURCES    587  218 

999  Third  Ave,  Seattle,  WA  98104/206467-3838 


460 

946 
731 


282  CABLETRON  SYSTEMS         821  425 

35  Industrial  Way,  Roihestei,  NH  03867/603-332-9400 

588  CABLEVISION  SYSTEMS       769  977 

One  Media  Crosswoys,  Woodbury,  NY  11797/516-364-8450 

813  CABOT  509  738 

75  State  St ,  Boston,  MA  02109/617-345-0100 
607  CAESARS  WORLD  664  473 

1801  Century  Park  Lost,  Los  Angeles,  CA  90067/310-552-2711 

680  CALLAWAY  GOLF  940  739 

2285  Rutherford  Rd,  Corlsbad,  CA  92008/619  931-1771 
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80  CAMPBELL  SOUP  155  80 

Campbell  Ploce,  Camden.  NJ  08103/609-342-4800 

75  CAPITAL  CITIES/ABC         175  117 

77  Wesl  66th  Si .  New  York,  NY  10023/212456  7/77 

288  CAPITAL  HOLDING  330  171 

400  West  Market  Si,  Louisville,  KY  40202/502  S6O2000 

2  CARDINAL  HEALTH  405  759 

655  Metro  Plate  South,  Dublin,  OH  43017/614-761-8700 

3  CAREMARK  INTERNATIONAL  479  551 

2215  Sanders  Rd,  Northbrook,  IL  60062/70^559-4700 

133  CARNIVAL  CRUISE  LINES     521  175 

3655  NW  87th  Ave,  Miami,  FL  33178/305-599  2600 

228  CAROLINA  POWER  &  LIGHT  327  156 

411  Favetteville  St  Moll,  Raleigh,  NC  27602/919  546-6111 

CARTER-WALLACE  771  819 

1345  Ave  ol  the  Americas,  New  York,  NY  10105/212  339-5000 

CATERPILLAR  76  65 

100  NE  Adams  St ,  Peoria,  IL  61629/309-675-1000 

CBI  INDUSTRIES  498  929 

800  Jorie  Blvd.  Ook  Brook,  IL  60521/708-572-7000 

207  CBS  275  168 

51  West  52nd  St ,  New  York,  NY  10019/212  975-4321 

520  CENTERIOR  ENERGY  382  993 

6200  Oak  Tree  Blvd.  Independence,  OH  44131/216447  3100 

CENTEX  316  543 

3333  Lee  Pkwy,  Dallas,  TX  75219/214-559-6500 

178  CENTRAL  &  SOUTH  WEST     257  173 

1616  Woodoll  Dodgers  Fwy,  Dallas.  IK  75202/214-777-1000 

713  CENTRAL  FIDELITY  BANKS   737  458 

1021  East  Cory  St ,  Richmond,  VA  23219/804-7824000 

3  CENTRAL  NEWSPAPERS      856  795 

135  North  Pennsylvania  St,  Indianapolis.  IN  46204/317  231-9200 

1  CENTURY  COMMUNS.         904  936 

50  Locust  Ave,  New  Canaan,  CT  06840/203-972  2000 

9  CENTURY  TELEPHONE         870  590 

100  Century  Pork  Or,  Monroe,  LA  71203/318488-9500 

2  CERIDIAN  705  918 

8100  34lh  Ave  South,  Bloommgton,  MN  5S425/6I24S34I00 

343  CHAMPION  INTERNATIONAL  191  962 

One  Champion  Plozo,  Stomlord,  O  06921/203  358-7000 

8  CHARMING  SHOPPES  591  549 

450  Winks  Lone,  Bensalem,  PA  19020/215-245-9100 

5  CHASE  MANHATTAN  79  118 

One  Chase  Monbatton  Plnia,  New  York,  NY  10081/212  552  2222 

1  CHEMICAL  BANKING  64  24 

270  Park  Ave,  New  York,  NY  10017/212  270-6000 

482  CHEMICAL  WASTE  429  984 

3001  Butterf ield  Rd,  Ook  Brook,  IL  60521/708-218-1500 

CHEVRON  13  34 

225  Bosh  Sl ,  Son  Francisco,  CA  94104/41 5-894-7700 

795  CHEYENNE  SOFTWARE        988  816 

3  Expressway  Plaza,  Roslyn  Heights,  NY  11577/516484-5110 

684  CHICAGO  &  NORTH  WESTERN  656  614 

165  North  Canal  Si,  Chicago.  IL  60606/312-559-7000 

CHIQUITA  BRANDS  INTL.     370  941 

250  East  Fifth  Sl ,  Cincinnati,  OH  45202/513-784-8000 

399  CHIRON  928  924 

4560  Horton  St ,  Emeryville,  CA  94608/5104554730 

796  CHRIS-CRAFT  INDUSTRIES  866  349 

767  Fifth  Ave,  New  York,  NY  10153/212421-0200 

5  CHRYSLER  11  7 

12000  Chrysler  Dr,  Highland  Pork,  Ml  48288/3I3956S74I 


4  CHUBB  183  158 

15  Mountain  View  Rd,  Worren,  NJ  07059/908  580-2000 

1  CIGNA  33  240 

One  Liberty  Ploce,  Philadelphia,  PA  19192/215-761-1000 

1  CINCINNATI  BELL  640  944 

201  East  fourth  Sl,  Cincinnati,  OH  4520I/SI3397-9900 

5  CINCINNATI  FINANCIAL      545  252 

6200  South  Gilmore  Rd,  Fairfield,  OH  450I4/51347O2000 
1  CINCINNATI  G&E  483  900 

139  Eosi  Fourth  St ,  Cincinnati,  OH  45202/513-381-2000 
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930  CINCINNATI  MILACRON       660      938  819 

4701  Marburg  Ave,  Cincinnati,  OH  45209/513-841-8100 

583  CINTAS  848      703  890 

6800  Cintas  Blvd,  Mason,  OH  45040/513459-1200 

815  CIPSCO  713      485  594 

607  East  Adams  Sl ,  Springfield,  IL  62739/217  5234600 

498  CIRCUIT  CITY  STORES        253      388  574 

9950  Moylond  Dr,  Richmond,  VA  23233/804-5274000 

311  CIRCUS  CIRCUS  677      409  675 

2880  Las  Vegas  Blvd  South,  Los  Vegas,  NV  89109/702  734-0410 

720  CIRRUS  LOGIC  852      832  946 

3100  West  Warren  Ave,  fremont,  CA  94538/510-623  8300 

92  CISCO  SYSTEMS  690      235  787 

1525  O'Brien  Dr,  Menlo  Park.  CA  94025/41 5-326 1 941 

45  CITICORP  16       17  3 

399  Park  Ave,  New  York,  NY  10043/212  559-1000 

337  CITIZENS  UTILITIES  790      398  529 

High  Ridge  Park,  Slamlord,  0  06905/2034294800 

756  CLARK  EQUIPMENT  707      735  731 

100  North  Michigan  St,  Soulh  Bend,  IN  46634/219-239-0100 

640  CLAYTON  HOMES  828      631  828 

4726  Airport  Hwy,  Louisville,  TN  37777/615-970-7200 

348  CLOROX  488      304  621 

1221  Broodway,  Oakland,  CA  94612/510-271  7000 

740  CML  GROUP  738      610  917 

524  Mom  Sl ,  Acton,  MA  01720/508-2644155 

480  CMS  ENERGY  278      318  248 

330  Town  Center  Dr,  Dearborn,  Ml  48126/313436  9200 

232  CNA  FINANCIAL  83      207  46 

CNA  Plozo,  Chicago,  II 60685/312422  5000 

305  COASTAL  95      403  196 

Nine  Greenwoy  Plaza,  Houston,  TX  77046/713-877-1400 

5  COCA-COLA  54       11  169 

One  Coca-Colo  Plaza  NW,  Atlanta,  GA  30313/404-676-2121 
423  COCA-COLA  ENTERPRISES    179      906  219 

One  Coco  Colo  Plaza  NW,  Atlanta,  GA  30313/404476  2100 

982  COLEMAN  810      784  893 

250  North  St,  francis  St,  Wichita,  KS  67202/316261-3211 

86  COLGATE-PALMOLIVE         150        94  288 

300  Pork  Ave,  New  York,  NY  10022/212  310-2000 

612  COLIEC  INDUSTRIES  570      609  778 

430  Pork  Ave,  New  York,  NY  10022/212-940-0400 

598  COLUMBIA  GAS  SYSTEM      288      340  252 

20  Monlchamn  Rd,  Wilmington,  DE 19807/302429  5000 

51  COLUMBIA/HCA  HEALTHCARE  94       88  197 

201  Wesl  Main  Sl ,  Louisville,  KY  40201/502  572-2000 

223  COMCAST  584      968  336 

1234  Markel  Sl ,  Philadelphia,  PA  I9107/2I546S-I700 

928  COMDISCO  432      484  321 

6111  North  River  Rd,  Rosemont,  II 60018/708-698-3000 

326  COMERICA  413      161  67 

100  Renaissance  Center,  Detroit,  Ml  48275/313  222  3300 

783  COMMERCE  BANCSHARES     806      494  225 

1000  Walnut,  Kansas  City,  M0  64199/816234-2000 

161  COMMONWEALTH  EDISON     188      444  86 

10  South  Oearborn  Sl,  Chicago,  IL  60603/312  3944321 

953  COMMUNITY  PSYCHIATRIC    911      920  879 

24502  Pacific  Pork  Dr,  Loguno  Hills,  CA  92656/714-831-1166 

106  COMPAQ  COMPUTER  148      1  19  371 

205S5  State  Hwy  249,  Houston,  TX  77070/713-370-0670 

888  COMPASS  BANCSHARES       793      505  241 

15  South  20th  St ,  Birmingham,  AL  35233/205-933-3000 

154  COMPUTER  ASSOCIATES      438      160  500 

One  Computer  Associates  Plaza.  Islandia,  NY  11788/516  342-5224 

464  COMPUTER  SCIENCES         375      510  622 

2100  Eosi  Grand  Ave,  El  Segundo,  CA  90245/310-6154311 

639  COMPUWARE  931      704  948 

31440  Northwestern  Hwy,  Formington  Hills,  Ml  4  8334/313-73  7  7  3  00 

750  COMSAT  779      566  610 

6560  Rock  Spring  Dr,  Betbesdo,  MD  20817/301-214-3000 

135  CONAGRA  22      143  164 

One  ConAgra  Dr,  Omaha,  NE  68102/402  5954000 


880  CONNER  PERIPHERALS       426  988 

3081  Zanker  Rd,  San  Jose,  CA  95134/4084564500 

197  CONRAIL  279  239 

2001  Market  St,  Philadelphia,  PA  19101/215-209-2000 

606  CONSECO  355  180 

11825  North  Pennsylvania  Sl ,  Cormel,  IN  46032/317  5734100 

129  CONSOLIDATED  EDISON       164  69 

Four  Irving  Place  New  York,  NY  10003/2124604600 

827  CONS.  FREIGHTWAYS         230  687 

3240  Hillview  Ave,  Palo  Ahc,  CA  94304/415494-2900 
247  CONS.  NATURAL  GAS         300  284 

CNG  Tower,  625  liberty  Ave,  Pittsburgh,  PA  15222/412  227 1000 

467  CONSOLIDATED  PAPERS      681  612 

231  First  Ave  North,  Wisconsin  Ropids,  Wl  54495/7T 5422-3111 

853  CONSOLIDATED  STORES       652  726 

300  Phillipi  Rd,  Columbus,  OH  43228/614-2784800 

540  CONTEL  CELLULAR  899  948 

245  Perimeter  Center  Pkwy,  Atlanta,  GA  30346/4044914000 

501  CONTINENTAL  BANK  482  216 

231  Soulh  LoSalle  Sl ,  Chicago.  II 60697/312428-2345 

609  CONTINENTAL  CORP.  216  327 

180  Maiden  Lone,  New  York,  NY  IO038/21244O4000 

225  COOPER  INDUSTRIES         163  148 

1001  Fannin,  Houston,  TX  77002/713  73  9  5  400 

432  COOPER  TIRE  S  RUBBER     609  445 

Lima  S  Western  Aves,  Findlay,  OH  45840/4194231321 

994  COORS  (ADOLPH)  514  934 

12th  S  ford  Sts.  Golden,  CO  80401/3032794565 

334  CORESTATES  FINANCIAL      443  167 

1345  Chestnut  St,  Philadelphia.  PA  19101/215-973-3100 

153  CORNING  237  907 

Houghton  Pork,  Corning,  NY  14831/607  974-9000 

575  COUNTRYWIDE  CREDIT       684  307 

155  North  Lake  Ave,  Pasadena,  CA  91 109/818-3044400 

121  CPC  INTERNATIONAL         156  121 

International  Plaza,  Englewood  Cliffs,  NJ  07632/2014944000 

560  CRACKER  BARREL  808  684 

Hortmonn  Dr,  Lebanon,  TN  37088/61544+5533 

893  CRANE  574  696 

100  First  Stamfoid  Ploce,  Stamford.  0  06902/203-363-7300 

942  CRAY  RESEARCH  702  633 

655A  Lone  Oak  Dr,  Eogan,  MN  S SI 21/61 2-4 52-6650 

545  CRESTAR  FINANCIAL         643  362 

919  East  Main  Sl ,  Richmond,  VA  23219/804782-5000 

685  CROMPTON  &  KNOWLES      818  679 

One  Station  Place,  Stomlord,  CT  06902/203-3535400 

302  CROWN  CORK  &  SEAL        231  293 

9300  Ashton  Rd,  Philadelphia,  PA  19136/215498.5100 

94  CSX  111  152 

One  James  Center,  Richmond,  VA  23219/804-782-1400 

303  CUC  INTERNATIONAL         715  536 

707  Summer  St ,  Stomlord,  0  06901/203  324-926 T 

533  CUMMINS  ENGINE  228  291 

500  Jackson  St,  Columbus,  IN  47202/  812  377-5000 

361  CYPRUS  AMAX  480  454 


9100  East  Mineral  Circle,  Englewood,  CO  80155/303443-5000 


D 


366  DANA  177 

4500  Doer  St,  Toledo,  OH  43697/419  5354500 

768  DANAHER  646 

1250  24lh  Sl  NW,  Washington,  DC  20037/2024284850 

995  DAUPHIN  DEPOSIT  905 

213  Market  St ,  Hornsburg,  PA  17101/717-255  2121 

181  DAYTON  HUDSON  30 

777  Nicollet  Moll,  Minneapolis,  MN  55402/612  370494B 

651  DEAN  FOODS  407 

3600  North  River  Rd,  franklin  Park,  IL  60131/708478  1680 

150  DEAN  WITTER,  DISCOVER    169  79 

Two  World  Trode  Center,  New  York,  NY  10048/212-392-2222 

124  DEERE  128  181 

John  Deere  Rd,  Molina.  IL  61265/309  765  8000 
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832  DELL  COMPUTER  340 

9505  Arboretum  Blvd.  Austin,  IX  78759/512  338-4400 

671  DELMARVA  POWER  672  422 

800  King  51 ,  Wilmington,  DE 19899/302429  3011 

400  DELTA  AIR  LINES  67  975 

1050  Delta  Blvd,  Allonto,  GA  30320/404  715^2600 

358  DELUXE  515  360 

1080  West  County  Rd  f,  Shoreview.  MN  55126/612-483-7111 

794  DENTSPLY  INTL.  822  818 

527  Colmon  Center  Or,  Rockford.  II  61125/815  395-9729 

856  DESTEC  ENERGY  764  440 

2500  CityWest  Blvd,  Houston,  IX  77042/713-735-4000 

242  DETROIT  EDISON  269  96 

2000  5erond  Ave,  Detroit,  Ml  48226/313-237  8000 

458  DIAL  315  424 

1850  North  Central  Ave,  Phoenix,  A2  85077/602  2074000 

906  DIAMOND  SHAMROCK        367  793 

9830  Colonnade  Blvd,  5on  Antonio,  IX  78230/2IM4I-6800 

734  DIEBOLD  786  700 

5995  Moyfoir  Rd,  North  Canton,  OH  44720/2164894000 

252  DIGITAL  EQUIPMENT  58  954 

146  Main  51 ,  Maynord,  MA  01754/5084915111 

251  DILLARD  DEPT.  STORES      189  234 

1600  Cantrell  Rd,  little  Rack,  AR  72202/501  376  5200 

24  DISNEY  (WALT)  114  56 

500  South  Bueno  Vista  51 ,  Burbonk,  CA  91521/818  560 1000 

471  DOLE  FOOD  283  548 

31355  Oak  Crest  Dr,  Westloke  Village,  CA  91361/818-879-6600 

728  DOLLAR  GENERAL  657  724 

104  Woodmonl  Blvd,  Nashville,  IN  37205/615783  2000 

128  DOMINION  RESOURCES       215  91 

901  East  Byrd  5t ,  Richmond,  VA  23219/804-775-5700 

205  DONNELLEY  (R.R.)  219  297 

77  West  Worker  Dr,  Chicago.  II 60601/312-326-8000 

DOVER  379  330 

280  Pork  Ave,  New  York,  NY  10017/212  922-1640 

DOW  CHEMICAL  34  73 

2030  Bow  Center,  Midland,  Ml  48674/517-636-1000 

DOW  JONES  461  353 

200  liberty  Si,  New  York,  NY  10281/212416-2000 

DPL  618  352 

1065  Woodman  Dr,  Dayton.  OH  45432/513-224-6000 

DOE  606  344 

301  Grant  St ,  Pittsburgh,  PA  15279/412-393-6000 

DR  PEPPER/SEVEN-UP       749  470 

8144  Wolnut  Hill  lone,  Dallas,  IX  75231/214-360-7000 

254  DRESSER  INDUSTRIES        207  184 

2001  Ross  Ave,  Dallas,  IX  75201/214-740  6000 

526  DREYFUS  890  457 

200  Park  Ave,  New  York,  NY  10166/212  922-6000 

359  DSC  COMMUNICATIONS       739  525 

1000  Coil  Rd,  Plono,  IX  75075/214-519-3000 

112  DUKE  POWER  226  76 

422  South  Church  St,  Charlotte,  NC  28242/70459-1-0887 

DUN  &  BRADSTREET  203  129 

200  Nyola  Farms  Rd,  Westport,  O  06880/203  2224200 

DUP0NT  12  89 

1007  Market  St ,  Wilmington,  DE  19898/302  774-1000 

DURACELL  INTL.  478  374 

Berkshire  Corporate  Park,  Bethel,  CT  06801/2017964000 


567  E-SYSTEMS  434  399 

6250  181  fwy.  Dallas,  IX  75240/214-661-1000 
293  EASTMAN  CHEMICAL  245  209 

100  North  Eoslmon  Rd,  Kmgsport,  IN  37660/615-229-2000 

55  EASTMAN  KODAK  38  113 

343  Stole  St ,  Rochester,  NY  14650/716-7244000 

243  EATON  218  294 

1111  Superior  Ave  NNE,  Cleveland,  OH  44114/216  523-5000 

514  ECHLIN  447  459 

100  Double  Beocb  Rd,  Bronlord,  0  06405/203481-5751 

594  EC0LAB  658  556 

370  North  Wabasha  Si,  St.  Paul,  MN  55102/612  293-2233 

539  EDWARDS  (A.G.)  581  343 

One  North  Jefferson,  Si  louis,  MO  63103/314-289  3000 

767  EGSG  351  538 

45  William  St ,  Wellesley,  MA  02181/617  237  5100 
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OTHER  RANKINGS 


RANK  COMPANY 


601  EL  PASO  NATURAL  GAS  694 

304  Jexas  Ave,  El  Paso,  IX  79901/915  541-2600 


478  510 


665 
NR 
276 
52 
952 
378 
974 
117 
294 
772 
158 
516 
304 
785 
654 
437 
2 


ELECTRONIC  ARTS  885  733 

1450  fashion  Island  Blvd,  Son  Moleo,  CA  94404/415-571-7171 

ELECTRONIC  DATA  NR  NR 

5400  legacy.  Piano,  IX  75024/214-6046000 

EMC  729  382 

171  South  St ,  Hopkinton,  MA  01748/508435 1000 

EMERSON  ELECTRIC  125  59 

8000  West  Florissant  Ave,  St  louis,  MO  63136/314553  2000 

ENERGY  SERVICE  945  856 

1445  Ross  Ave,  Dallas,  IX  75202/214922  1500 

ENGELHARD  427  857 

101  Wood  Ave,  Iselin,  NJ  08830/908  205-6000 

ENQUIRER/STAR  922  824 

600  Southeost  Coast  Ave,  lanlono,  Fl  33462/407  5861111 
ENRON  96  164 

1400  Smith  St,  Houston,  IX  77002/713-853-6161 

ENRON  OIL  &  GAS  813  366 

1400  Smith  St ,  Houston,  IX  77002/713-853-6161 

ENSERCH  466  905 

300  South  St.  Paul  St ,  Dallas,  IX  75201/214-651-8700 

ENTERGY  212  98 

225  Boronne  St,  New  Orleans,  LA  70112/504529  5262 

EQUIFAX  598  618 

1600  Peachtree  St  NW,  Atlanta,  GA  30309/404-885-8000 

EQUITABLE  159  238 

787  Seventh  Ave,  New  York,  NY  10019/212  554-1234 

EQUITABLE  OF  IOWA         811  492 

604  locust  St,  Des  Moines,  IA  50309/515-245-6911 

EQUITABLE  RESOURCES      639  570 

420  Blvd  ol  the  Allies,  Pittsburgh,  PA  15219/412-261-3000 

ETHYL  459  483 

330  South  Fourth  St ,  Richmond,  VA  23219/804-788-5000 

EXXON  3 


1 

225  East  John  W  Carpenter  Freeway,  Irving,  IX  75062/2144441000 


968 
NR 
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829  FAMILY  DOLLAR  STORES     571  607 

10401  Old  Monroe  Rd,  Matthews.  NC  28105/704-847-6961 

31  FANNIE  MAE  40  14 

3900  Wisconsin  Ave,  Washington,  DC  20016/202  752  7000 
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FEDERAL  EXPRESS  127 

2005  Corporate  Ave,  Memphis,  IN  38194/901  369  3600 

FEDERAL  HOME  LOAN  180 

8200  Jones  Branch  Dc,  Mclean,  VA  22102/703  903  2000 

730  FEDERAL  PAPER  BOARD  557 

75  Chestnut  Ridge  Rd,  Montvale,  NJ  07645/201  391 1776 

948  FEDERAL  REALTY  976 

4800  Hampden  Lane,  Betbesdo,  MD  20814/301-652-3360 

FEDERAL  SIGNAL  814 

1415  West  22nd  St ,  Oak  Brook,  II 60521/708  9542000 

FEDERAL-MOGUL  517 

26555  Northwestern  Hwy,  Southlield,  Ml  48034/313-3547700 

335  FEDERATED  DEPT.  STORES  146  273 

Seven  West  Seventh  St ,  Cincinnati,  OH  45202/513  579  7000 

FERRO  649  648 

1000  lakeside  Ave,  Cleveland,  OH  44114/216-641-8580 

FHP  INTERNATIONAL  410  668 

9900  lalhert  Ave,  Fountain  Volley,  CA  92708/7149637233 

FIFTH  THIRD  BANCORP      678  274 

38  Fountain  Square  Ploza,  Cincinnati,  OH  45263/513  579  5300 

FINA  284  587 

8350  North  Cenlrol  Expwy,  Oollos,  IX  75206/214750^2400 


637 


655 


278 


940 


236 


562 


FINGERHUT  473 

4400  Baker  Rd,  Minnetonko,  MN  55343/612-932-3100 

FIRST  ALABAMA  759 

417  North  20th  St,  Birmingham,  AL  35203/205  326-7100 

915  FIRST  AMERICAN  837 

300  Union  St,  Noshville,  IN  37237/615-748-2000 

FIRST  BANK  SYSTEM  416 

601  Second  Ave  South,  Minneapolis,  MN  55402/612-9731111 

FIRST  BRANDS  653  657 

3  Wooster  Heights  Rd,  Donbury,  O  06813/203-731-2300 

FIRST  CHICAGO  198  53 

One  First  National  Plaza,  Chicago,  IL  60670/312  7324000 
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RANK  COMPANY 


SALES 


OTHER  RANKINGS 
PROFITS  ASSETS 


644  FIRST  COLONY  533      282  223 

700  Mom  Si ,  Lynchburg,  VA  24504/804-8450911 

935  FIRST  COMMERCE  850      482  265 

210  Boronne  Si ,  New  Orleans,  LA  70112/504-561 1371 

203  FIRST  DATA  536      305  376 

200  Vesey  Si ,  New  York,  NY  10285/212  640  2000 

835  FIRST  EMPIRE  STATE         712      447  195 

One  MSI  Ploza,  Buffalo,  NY  14240/716-8424200 

289  FIRST  FIDELITY  BANCORP.  391      141  62 

550  Broad  St,  Newark,  NJ  07102/201-565  3200 

283  FIRST  FINANCIAL  MGMT.     501      380  615 

Three  Corporate  Square,  Atlanlo,  GA  30329/4043214)120 

885  FIRST  HAWAIIAN  841      528  240 

1132  Bishop  St,  Honolulu,  HI  96813/808-525-7000 

177  FIRST  INTERSTATE  246       90  35 

633  West  fifth  Si ,  los  Angeles,  CA  90071/213-614-3001 

436  FIRST  OF  AMERICA  BANK    607      224  95 

211  South  Rose  St .  Kalamazoo,  Ml  49007/616-3769000 

608  FIRST  SECURITY  722      416  198 

79  South  Mom  St ,  Soil  lake  City,  LIT  84111/801-246-6000 

747  FIRST  TENNESSEE  NATL.     718      449  206 

165  Madison,  Memphis,  TN  38103/901 5234444 

127  FIRST  UNION  172       52  26 

One  first  Union  Center,  Charlolle,  NC  28288/704374-6565 

524  FIRST  USA  807      613  344 

2001  Bryan  lower,  Dallas,  IX  75201/214746  8400 

666  FIRST  VIRGINIA  BANKS      802      417  247 

6400  Arlington  Blvd,  foils  Church,  VA  22042/7032414000 

463  FIRSTAR  600      263  139 

777  East  Wisconsin  Ave,  Milwaukee,  Wl  53202/4147654321 

945  FISERV  859      805  701 

255  fiserv  Dr,  Brookfield,  Wl  53045/414-879  5000 

222  FLEET  FINANCIAL  GROUP    205      105  40 

50  Kennedy  Ploza,  Providence,  Rl  02903/401  278  5800 

922  FLEET  MORTGAGE  GROUP    851      801  406 

1333  Mom  St ,  Columbia,  SC  29201/803929  7900 

780  FLEETWOOD  ENTERPRISES  419      639  713 

3125  Myers  Si,  Riverside,  CA  92513/909-351-3500 

826  FLEMING  61      770  437 

6301  Woterlord  Blvd,  Oklohomo  City,  OK  73118/405  840  7200 

621  FLIGHTSAFETY  INTL.         921      603  802 

Marine  Air  Terminal,  Lo  Guardio  Airport,  flushing,  NY  11371/718  5654100 

381  FLORIDA  PROGRESS  386      258  291 

One  Progress  Ploza,  St  Petersburg,  fl  33701/813  8246400 

273  FLUOR  132      314  477 

3333  Michelson  Dr,  Irvine,  CA  92730/714975  2000 

515  FMC  255      743  450 

200  East  Randolph  Dr,  Chicago,  II  60601/312-861-6000 

354  FOOD  LION  136      883  485 

2110  Executive  Dr,  Salisbury.  NC  28144/704-633-8250 

14  FORD  MOTOR  2         5  4 

The  American  Rd,  Oeorbom,  Ml  48121/313322-3000 

440  FOREST  LABORATORIES      910      558  858 

150  East  58th  St ,  New  York,  NY  10155/212421 7850 

582  FOSTER  WHEELER  353      646  585 

Perryville  Corpoiole  Pock,  Clinton,  NJ  08809/908  7304000 

746  FOUNDATION  HEALTH        474      530  696 

3400  Doto  Dr,  Roncho  Cordova,  CA  95670/916-631  5000 

998  FOURTH  FINANCIAL  842      650  262 

100  North  Broadway,  Wichita,  KS  67202/316  2614444 

145  FPL  GROUP  184      116  148 

700  Universe  Blvd,  Juno  Beoch,  FL  33408/407  6944000 

963  FRANKLIN  QUEST  963      826  986 

2200  Wesl  Pkwy  Blvd,  Salt  lake  City,  UT  84119/801-975-1776 

272  FRANKLIN  RESOURCES       746      271  614 

777  Mariners  Island  Blvd,  San  Mateo,  CA  94404/415-312-2000 


367  FREEPORT-MCMORAN  510 

1615  Poydros  St ,  New  Orleans,  LA  70112/5045824000 

176  FREEPORT-MCMORAN  CSG  691 

1615  Poydros  Si ,  New  Orleans,  LA  70112/504582  1640 

426  FRUIT  OF  THE  LOOM  467 

233  South  Worker  Dr,  Chicago,  II 606O6/3I2-876-700Q 


957  393 


686  528 


269  465 


G 


111  GANNETT  260 

1100  Wilson  Blvd,  Arlington,  VA  22234/703284-6000 

142  GAP  (THE)  291 

One  Harrison,  Son  froncisco,  CA  94105/415-9524400 
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617 


While  THE  PLAYERS  Championship  dees 
not  have  as  long  a  history  as  some  other 
PGA  TOUR  events,  it  has  generated  a  col- 
lection of  champions  and  championship 
moments  to  rival  any  tournament  in  the  world. 

Since  1977,  the  eyes  of  the  sports  world  have  focused 
each  March  on  Ponte  Vedra  Beach,  FL.  Since  1982,  that 
focus  has  been  the  Stadium  Course  at  the  TPC  at  Sawgrass 
Each  year  THE  PLAYERS  Championship 
assembles  the  strongest  field  in  golf  at  a 
venue  constructed  expressly  for  the  event.  « 

The  idea  for  THE  PLAYERS 
Championship  and  the  course  that  is  its 
home  belonged  to  Deane  Beman,  now  in 
his  21st  year  as  Commissioner  of  the  TOUR, 
but,  at  the  time,  a  player  on  TOUR  and  a 
Player  Director  of  the  TOUR's  Tournament 
Policy  Board.  Beman  envisioned  a  course, 
owned  and  operated  by  the  TOUR  and  its 
members,  where  fans  would  enjoy  full  access 
and  unobstructed  views  at  the  tournament. 

"1  te.  the  TOUR  needed  a  permanent  site 
and  some  roots  somewhere,"  Beman  said.  "Secondly, 
1  felt  the  way  to  build  THE  PLAYERS  Championship 
into  the  TOUR's  most  important  tournament  was  to 
own  and  control  our  own  course  and  build  a  facility 
that  was  better  than  what  anyone  else  had. 


"I  also  felt  that  the  TOUR  had  benefited  so  much  from 
everybody  else's  innovations,  and  here  was  a  chance  for  the 
TOUR  to  be  innovative." 

Designed  by  renowned  golf  course  architect  Pete  Dye, 
the  415-acre,  par-72  facility  was  unveiled  in  1982,  and  it  had 
an  immediate  impact  on  the  game.  Among  the  more  startling  I 
design  features  were  the  spectator  mounds,  some  as  high  as 
30  feet,  providing  thousands  of  spectators  a  "front-row"  seat 
to  the  action,  and  the  natural  waste  areas  on  most  holes, 
which  reduced  the  area  requiring  maintenance  to  45  acres. 
Recognized  throughout  the  world,  the  par- 3  17th  hole, 
with  its  island  green,  is  the  signature  hole 
of  the  Dye/Beman  creation.  Not  a  long 
hole  at  132  yards  from  the  back  tee,  it  has 
drawn  praise  and  ire  from  professional  and 
amateur  alike.  (By  the  way,  in  answer  to 
the  most  often  asked  question  about  the 
hole,  about  38,000  balls  find  the  water 
every  year.) 

The  golfing  world  looked  on  in 
awe  in  1982,  when  THE  PLAYERS 
Championship  had  its  debut  at  its  per- 
manent home.  The  first  championship 
came  off  just  as  the  architects  had  fore- 
seen -  with  the  possible  exception  of  the 
finish,  which  saw  champion  Jerry  Pate  take  * 
both  Commissioner  Beman  and  architect 
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Dye  for  a  swim  in  the  pond 
adjoining  the  18th  green  dur- 
ing the  award  ceremony. 

The  design  of  the  course,  the 
consistently  outstanding  fields 
and  the  prestige  of  winning  THE 
PLAYERS  Championship  (and  the 
10-year  exemption  that  comes  with 
it)  have  combined  to  produce  many 
other  memorable  moments. 

Youth  was  served  in  the  first 
Championships  as  1983  and  1984 
produced  back-to-back  24-year-old 
winners.  Hal  Sutton  captured  the 
1983  event  despite  starting  the  final 
round  four  strokes  back.  In  1984, 
Fred  Couples  earned  the  second  win 
of  his  career,  defeating  Lee  Trevino 
by  one  stroke.  On  the  way,  Couples 
established  the  Stadium  Course 
record  with  a  second-round  64,  a 
mark  which  stood  until  1992,  when 
he  bettered  it  with  a  third-round  63. 

At  the  other  end  of  the  spectrum, 
Calvin  Peete,  who  didn't  even  take 
up  golf  until  he  was  23,  won  the 
1985  championship  at  age  42. 
Peete,  known  as  one  of  the  game's 
:at  ball-strikers,  shot  14-under-par  274  to  break  the 
sn-tournament  record  by  three  strokes. 
In  1986,  John  Mahaffey  made  up  four  strokes  over  the 
t  eight  holes,  then  sank  a  gutsy  par  putt  on  18  to  take 
'$  title.  The  following  year,  birdies  by  Sandy  Lyle  and 
f  Sluman  on  the  72nd  hole  forced  the  only  playoff  since 
p  tournament  moved  to  the  Stadium  Course.  Lyle  won 
s  championship  with  a  par  on  the  third  extra  hole. 
In  1988,  hometown  favorite  Mark  McCumber  shot  an 
ening-round  65  and  went  on  to  establish  a  tournament 
:ord,  posting  a  15-under-par  273.  The  1989  winner  was 
>m  Kite,  who  held  off  a  charging  Chip  Beck  on  the  final  day. 
The  1990  champion  was  Jodie  Mudd.  The  Louisville, 
lj  native  stepped  to  the  17th  tee  holding  a  tenuous  one- 
oke  lead  over  Mark  Calcavecchia.  He  then  birdied  the 
acherous  par-3  to  secure  the  victory.  The  next  year  it  was 
;ve  Elkington,  who  hit  a  3 -iron  shot  from  208  yards  to 
thin  15  feet  at  the  tournament's  final  hole,  then  drained 
;  birdie  putt  to  capture  the  title. 
Davis  Love  III  scored  a  decisive  four-stroke  victory  in 
92,  closing  with  a  five-under-par  67  on  Sunday. 
Nick  Price  had  a  year  like  no  other  in  the  history  of  the 
iA  TOUR  in  1993,  and  it  all  started  at  THE  PLAYERS 
lampionship.  His  five-stroke  victory  over  Bernhard  Langer 
the  TPC  at  Sawgrass  last  March  earned  him  $450,000 
d  signaled  the  start  of  a  truly  remarkable  1993. 
Before  the  year  was  over,  the  36-year-old  Price  had  won 


three  more  tournaments  -  the 
Canon  Greater  Hartford  Open,  the 
Sprint  Western  Open  and  the  Federal 
Express  St.  J ude  Classic  -  and  earned  a 
record  $1,478,557,  becoming  the  first  play- 
;  z   er  in  TOUR  history  to  earn  over  $1  million 
in  consecutive  years.  For  his  efforts,  Price  was 
named  by  his  peers  as  the  PGA  TOUR  Player 
of  the  Year. 

Another  chapter  is  waiting  to  be  written 
his  year  as  the  greatest  golfers  in  the  w<  >rld 
)nce  again  assemble  at  Sawgrass. 
Not  all  the  great  moments  at  THE  PLAYERS 
hampionship  take  place  on  the  course,  Since 
[977,  Jacksonville-area  charities  have  received 
more  than  $5.5  million,  with  $460,000  given 
last  year  alone.  Among  the  beneficiaries  were 
the  Nancy  Reagan  TPC  Village  for  adolescent 
drug  and  alcohol  abuse,  TPC  Scholarship  Fund, 
Speech  and  Hearing  Center  and  the  Down 
Syndrome  Association. 

While  TOUR  players  capture 
the  headlines  the  real  winner  on  the  PGA 
TOUR  is  charity.  Since  1938,  more  than  $230 
million  have  been  given  to  worthy  local  causes, 
including  a  record  $22.8  million  in  1993. 

THE  PLAYERS  Championship  Television  Schedule 

Thursday,  March  24      First  Round  of  Competition 

USA  Network  Broadcast  4-6  p.m. 
USA  Network  Broadcast 
Replay  9- 1 1  p.m. 


Davis  Luvt 


Friday,  March  25 


Second  Round  of  Competition 
USA  Network  Broadcast  4-6  p.m. 
USA  Network  Broadcast 
Replay  9- 1 1  p.m. 


Saturday,  March  26      Third  Round  of  Competition 
NBC  Broadcast  2-6  p.m. 


Sunday,  March  27 


Final  Round  of  Competition 
NBC  Broadcast  2:30-6  p.m. 
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527  GATEWAY  2000  489      455  939 

610  Colewoy  Or,  North  Sioux  City,  SD  57049/605  232  2000 

919  GATX  642      574  410 

500  Weil  Monroe  St ,  Chicago,  IL  60661/312  621-6200 

425  GAYLORD  ENTERTAINMENT  787      624  749 

2802  Oprylond  Or,  Nashville.  IN  37214/615-885-1000 

268  GEICO  357      195  328 

5260  Western  Ave,  Chevy  Chose,  MD  20815/301  986  3000 

162  GENENTECH  796      643  638 

460  Point  Son  Bruno  Blvd.  South  Son  Francisco,  CA  94080/415  225 1000 

344  GENERAL  DYNAMICS  299      205  471 

3190  f  oirview  Park  Or,  foils  Church,  VA  22042/703476  3000 

1  GENERAL  ELECTRIC  7         2  1 

3135  Eoston  Turnpike,  Fairfield,  0  06431/203-373-2211 

352  GENERAL  INSTRUMENT       554      481  587 

181  West  Madison  St ,  Chicago,  IL  60602/312  541  5000 

99  GENERAL  MILLS  123        97  319 

One  General  Milk  Blvd,  Minneapolis,  MN  55426/612  540-2311 

7  GENERAL  MOTORS  1         6  5 

3044  Wesi  Grand  Blvd,  Detroit,  Ml  48202/313-556-5000 

737  GENERAL  NUTRITION         836      839  901 

921  Penn  Ave,  Pittsburgh,  PA  15222/412-2884600 

306  GENERAL  PUBLIC  UTILS.     263      169  218 

100  Inlerpoce  Pkwy,  Porsippony,  NJ  07054/201  263-6500 

100  GENERAL  RE  267 

695  Fast  Mom  St,  Stamford.  O  06904/203-328-5000 
552  GENERAL  SIGNAL  527 

One  High  Ridge  Pork,  Stomlord,  O  06904/203-357-8800 

687  GENETICS  INSTITUTE  977 

87  Cambridge  Pork  Dr,  Combridge,  MA  02140/617  876  1170 

210  GENUINE  PARTS  220  214 

2999  Circle  75  Pkwy,  Atlanto,  GA  30339/404-953-1700 
992  GEON  669 

6100  Oak  Tree  Blvd,  Cleveland,  OH  44131/216-447-6000 

697  GEORGIA  GULF  732 

400  Perimeter  Center  Terrace,  Atlanta,  GA  30346/404-395-4500 

146  GEORGIA-PACIFIC  65  915 

133  Peochlree  St  NE,  Atlanta,  GA  30348/404-6524000 

479  GERBER  PRODUCTS  603 

445  State  St ,  Fremont,  Ml  49413/616-928  2000 

564  GIANT  FOOD  274 

6300  SherrH  Ftd,  Londover,  MD  20785/301  341-4100 

878  GIDDINGS  S  LEWIS  835      722  840 

142  Dory  St ,  Fond  du  Lac,  Wl  54935/414-921  9400 

57  GILLETTE  182        83  312 

Prudential  Tower  Bldg,  Boston,  MA  02199/617421-7000 

977  GLATFELTER  (P.H.)  854      842  774 

228  South  Mom  St ,  Spring  Grove,  PA  17362/717-2254711 

NR  GM  HUGHES  NR        NR  NR 

7200  Hughes  Terroce,  Los  Angeles,  CA  90045/310-568-7200 

377  GOLDEN  WEST  FINANCIAL    460      201  69 

1901  Harrison  St ,  Oakland,  CA  94612/510446-6000 

762  GOODRICH  (B.F.)  471      860  518 

3925  Embassy  Pkwy,  Akron,  OH  44333/216  374-2000 

134  GOODYEAR  TIRE  S  RUBBER  75 

1144  Easi  Morkel  St ,  Akron,  OH  44316/216  796  2121 

239  GRACE  (W.R.)  217 

One  Town  Center  Rd,  Boat  Raton,  FL  33486/407  362  2000 

320  GRAINGER  (W.W.)  358  348 

5500  West  Howard  St ,  Skokie,  II 60077/708-982-9000 

792  GREAT  UP  TEA  91 

Two  Paragon  Dr,  Montvale,  NJ  07645/201  573-9700 

845  GREAT  AMERICAN  COMMUNS.  954 

One  East  fourth  St,  Cincinnati,  OH  45202/51*562-8000 

165  GREAT  LAKES  CHEMICAL  477 

Gteot  lakes  Blvd,  West  Lofoyette,  IN  4/906/3174974100 

430  GREAT  WESTERN  318 

9200  Oakdole  Ave,  Chatsworth,  CA  91311/818-775-3411 
566  GREEN  TREE  FINANCIAL  902 

345  St.  Peter  St,  St-  Paul,  MN  55102/612-293-3434 

646  GRUMMAN  294      608  542 

llll  Stewart  Ave,  Belhpage,  NY  1 1 714/51 6-S7S-0S74 
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13  GTE  28  46 

One  Stomford  forum,  Stamford,  CT  06904/203  965  2000 

577  GTECH  HOLDINGS  797  675 

55  Technology  Woy,  West  Greenwich,  Rl  02817/401  392  1000 
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280  HALLIBURTON  161  965 

500  North  Akard  St,  Dallas,  TK  75201/214-978-2600 

899  HANNA  (M.A.)  530  810 

1301  East  9th  St,  Cleveland,  OH  44114/216-5894000 

789  HANNAFORD  BROTHERS      437  664 

145  Pleasant  Hill  Rd,  Scarborough,  ME  04074/207  883-2911 

368  HARCOURT  GENERAL         258  329 

27  Boylston  St ,  Chestnut  Hill,  MA  02167/617-232-8200 

988  HARLAND  (JOHN  H.)  833 

2939  Miller  Rd,  Decatur,  GA  30035/404  981 9460 

490  HARLEY-DAVIDSON  597 

3700  West  Juneou  Ave,  Milwaukee,  Wl  53208/414  3424680 

999  HARNISCHFEGER  595  911 

13400  Bishops  Lane,  Brookfield,  Wl  53005/414-6714400 

459  HARRIS  302 

1025  West  NASA  Blvd,  Melbourne,  fl  32919/407  727  9100 

733  HARSCO  548 

350  Poplar  Church  Rd,  Comp  Hill,  PA  17011/717  763-7064 

802  HARTFORD  STEAM  BOILER  780 

One  Stole  St ,  Hortford,  0  06102/203-722-1866 

328  HASBRO  342 

1027  Newport  Ave,  Pawlucket,  Rl  02862/4014314697 

848  HAWAIIAN  ELECTRIC  624 

900  Richards  St ,  Honolulu,  HI  96813/806-543-5662 

996  HEALTH  &  REHABILITATION  992 

400  Centre  St ,  Newton,  MA  02158/617-332-3990 

907  HEALTH  CARE  &  RETIREMENT  817 

One  Seagate,  Toledo,  OH  43604/419  247  5600 

924  HEALTH  CARE  PROPERTY  983 

10990  Wilshire  Blvd,  Los  Angeles,  CA  90024/310473-1990 

800  HEALTH  MANAGEMENT        909  780 

5811  Pelicon  Boy  Blvd,  Naples,  fl  33963/813-598-3131 

895  HEALTHCARE  COMPARE       966  761 

3200  Highlond  Ave,  Oowners  Grove,  II  60515/708-241 7900 

857  HEALTHSOURCE  923  823 

54  Regronol  Or,  Concord,  NH  03302/603  225-5077 

891  HEALTHSOUTH  849  876 

fwo  Perimeter  Pork  South,  Birmingham,  Al  35243/205-9677116 

422  HEALTHTRUST  393  361 

4525  Hording  Rd,  Nashville.  TN  37215/615-3834444 

555  HEILIG-MEYERS  724 

2235  Staples  Mill  Rd,  Richmond,  VA  23230/804459  9171 

108  HEINZ  (H.J.)  149 

600  Gront  St ,  Pittsburgh,  PA  15219/412456  5700 

212  HERCULES  338 

1313  North  Market  St,  Wilmington,  Of  19894/302  594-5000 

219  HERSHEY  FOODS  277 

100  Crystal  A  Dr,  Hershey,  PA  17033/717  534-6799 

29  HEWLETT-PACKARD  24 

3000  Hanover  Si ,  Polo  Alto,  CA  94304/415-857-1501 
341  HILLENBRAND  INDUSTRIES  541 

1069  State  Route  46  fast,  Botesville,  IN  47006/812  934-7000 

292  HILTON  HOTELS  553  443 

9336  Civic  Center  Dr,  Beverly  Hills,  CA  90209/310  2784321 
786  HOLNAM  673  897 

6211  Ann  Arbor  Rd,  Dundee,  Ml  48131/313-529  2411 

36  HOME  DEPOT  104 

2727  Paces  ferry  Rd,  Atlanta,  GA  30339/4044334211 

658  HOME  SHOPPING  NETWORK  655 

2501 118th  Ave  North,  St  Petersburg,  ft  33716/813  572-8585 

345  H0MESTAKE  MINING  753  672 

650  Colifornio  St ,  San  Francisco.  CA  94108/415  981-8150 

824  HON  INDUSTRIES  730 

414  East  Third  St,  Muscoline,  IA  52761/319-2647400 

221  HONEYWELL  166 

Honeywell  Plo;a,  Minneapolis,  MN  55408/612-951-1000 
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549  H0RMEL  FOODS  329  442 

One  Hormel  Plote,  Austin,  MN  55912/507437-5611 

641  HOSPITALITY  FRANCHISE     938  786 

339  Jefferson  Rd,  Parsippany,  NJ  07054/201428-9700 

599  HOST  MARRIOTT  110  451 

Mornott  Dr,  Washington,  DC  20058/301  380-9000 

310  HOUSEHOLD  INTL.  290  186 

2700  Sanders  kd,  Prospect  Heights,  IL  60070/708464  5000 

175  HOUSTON  INDUSTRIES        222  124 

440  Post  Oak  Pkwy,  Houston,  fX  77027/713-629-3000 

507  HUBBELL  716  604 

584  Derby-Millord  Rd,  Oronge,  O  0  6477/20*7994100 

324  HUMANA  305  488 

500  West  Main  St ,  Louisville,  ICY  40202/502  580-1000 

838  HUNT  (J.B.)  662  764 

615  J  B  Hunt  Corpotale  Or,  Lowell,  AR  72745/501-82O-O0C0 


417  HUNTINGTON  BANCSHARES  524 

Huntington  Center,  Columbus,  OH  43287/614463-8300 
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15  IBM  6  994 

Old  Orchard  Rd,  Armonk,  NY  10504/914765-1900 

714  IBP  74  552 

IBP  Ave,  Dakota  City,  NE  68731/402494-2061 

781  IDAHO  POWER  831  509 

1221  West  Idaho  St,  Boise,  ID  83702/208-383-2200 

694  IDB  COMMUNICATIONS       939  851 

10525  West  Washington  Blvd,  Culver  City,  CA  90232/213-870  9000 

923  IES  INDUSTRIES  726  591 

200  first  St  SE,  Cedar  Rapids,  IA  52401/319  3984411 

571  ILLINOIS  CENTRAL  815  476 

455  North  Cityfronl  Plazo  Or,  Chicago,  IL  60611/312-755-7500 

550  ILLINOIS  POWER  516  943 

500  South  27th  St ,  Decatur,  IL  6252S/2I7424-6600 

200  ILLINOIS  TOOL  WORKS       304  261 

3600  West  Lake  Ave,  Glenview,  II 60625/708724-7500 

787  IMC  FERTILIZER  GROUP      647  969 

2100  Sanders  Rd,  Northbrook,  II 60062/708  272-9200 

351  IMCERA  GROUP  469  958 

7733  Forsyth  Blvd.  Clayton,  MO  63105/708-564-8600 

776  INFINITY  BROADCASTING    955  866 

600  Madison  Ave,  New  York,  NY  10022/212  /50-6400 

573  INFORMIX  907  654 

4100  Bohonnon  Dr,  Menlo  Pork,  CA  94025/4159264300 

249  INGERSOLL-RAND  238  323 

200  Chestnut  Ridge  Rd,  Woodcliff  Lake,  NJ  07675/201  573-0123 

619  INLAND  STEEL  INDUSTRIES  247  933 

30  West  Monroe  St ,  Chicogo,  II 60603/312346-0300 

578  INTEGRA  FINANCIAL  632  338 

four  PPG  Place,  Pittsburgh,  PA  15222/412-644-7669 

955  INTEGRATED  DEVICE  920  822 

2972  Slender  Way,  Sonlo  Clara,  CA  95054/408-727-6116 

16  INTEL  116  10 

2200  Mission  College  Blvd,  Sonto  Claro,  CA  95052/408  7654080 

902  INTELLIGENT  ELECTRONICS  380  783 

411  Eogleview  Blvd,  Exlon,  PA  19341/215458-5500 

971  INTERCO  502  712 

101  South  Hanley  Rd,  St.  Louis,  MO  63105/314463-1100 
238  INTERNATIONAL  FLAVORS    614  265 

521  West  57th  St ,  New  York,  NY  10019/212-765-5500 

275  INTL.  GAME  TECHNOLOGY    830  412 

520  South  Rock  Blvd,  Reno,  NV  89502/702-6880100 

96  INTERNATIONAL  PAPER        57  194 

Two  Monhottonville  Rd,  Purchase,  NY  10577/914-397-1500 

407  INTERPUBLIC  GROUP         476  391 

1271  Ave  of  the  Ameriros,  New  York,  NY  10020/212  3994000 

669  IPALCO  ENTERPRISES        770  544 

25  Monument  Circle,  Indianapolis,  IN  46204/317  261-8261 

847  ITEL  472  887 

Two  North  Riverside  Plozo,  Chicago,  IL  60606/312-902-1515 


719 
795 
268 
63 
157 
771 
596 
765 
106 


24 
626 
531 
814 
599 
684 
301 
502 
456 
514 
924 
947 
412 
405 
135 
949 
192 
852 
694 
680 
818 
112 
472 
550 
481 


If  JESS  WEB  MARCH  28.  1994 


THE  BUSINESS  WEEK  1000  f 


OTHER  BANKINGS 


RANK  COMPANY 


SA1ES  PROFITS 


72  ITT  21  49 

1330  Ave  of  Hi!  Americos,  New  York,  NY  10019/212  258 1000 

396  IVAX  777  508 

8800  NW  36th  Si ,  Miomi,  Fl  33I78/30S  5TO2200 


27 


829 


S62  JAMES  RIVER  206  892 

120  Tredegar  Si ,  Richmond.  VA  23219/804  644  5411 

4)8  JEFFERSON-PILOT  589  250 

100  North  Greene  Si,  Greensboro,  NC  27401/919491-3000 

958  JOHN  ALDEN  FINANCIAL      550  535 

7300  Corporate  Center  Dr,  Miami,  fl  33126/305  715-2000 

855  JOHN  NUVEEN  946  585 

333  West  Worker  Dr.  Chicago.  IL  606  06/312  917-7700 

23  JOHNSON  8  JOHNSON         52  20 

One  Johnson  i  Johnson  Plazo,  New  Brunswick,  NJ  08933/908  5244)400 


4)4  JOHNSON  CONTROLS  165  357 

5757  North  Green  Bay  Ave,  Milwaukee,  Wl  53209/414-228 1200 

901  JONES  APPAREL  GROUP      829  701 

250  Rittenhoose  Circle,  Bristol,  PA  19007/215-785-4000 

921  JOSTENS  689  904 

5501  Nocmon  Center  Or,  Minneapolis.  MN  55437/61 2-830  3300 


K 


435 
464 
752 


952 
678 
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625  KANSAS  CITY  POWER  710 

1201  Walnut,  Konsos  City,  M0  64106/816-556-2200 

483  KANSAS  CITY  SOUTHERN  675 

114  West  11th  St,  Kansas  Cily,  M0  64105/816-556-0303 

990  KAUFMAN  8  BROAD  HOME  590 

10  8  77  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-443  8000 

71  KELLOGG  162  66 

One  Kellogg  Square,  Bottle  Creek,  Ml  49016/616-961  2000 

770  KELLY  SERVICES  452  717 

999  West  Big  Beover  Rd,  Iroy,  Ml  48084/313-362-4444 

635  KEMPER  523 

One  Kemper  Dr,  Long  Grove,  II  60049/708320-2000 

898  KENDALL  INTERNATIONAL  720 

15  Hampshire  Si ,  Mansfield,  MA  02048/508261-8000 

917  KENETECH  958 

500  Sunsome  St,  San  Francisco,  CA  94111/415-398-3825 
420  KERR-MCGEE  292 

Keit-McGee  Center,  Oklahoma  City.  OK  73125/405270-1313 

118  KEYCORP  NR  61 

127  Public  Square,  Cleveland,  OH  44114/216-689  3000 

820  KEYSTONE  INTERNATIONAL  839  757 

9600  Wesl  Gulf  Bank  Rd,  Houston,  IX  77040/713-466-1176 

97  KIMBERLY-CLARK  151  100 

545  East  John  Carpenter  fwy,  Irving,  IX  75062/21443H200 

954  KIMCO  REALTY  981  800 

1044  Northern  Blvd,  Rosh/n,  NY  11576/516-484-5858 

611  KING  WORLD  846 

830  Morris  Ipke,  Short  Hills,  NJ  07078/201-376-1313 

877  KLA  INSTRUMENTS  957 

160  Rio  Robles,  Son  Jose,  CA  95134/4084344200 

115  KMART  14 

3100  West  Big  Beover  Rd,  Iroy,  Ml  48084/313443-1000 

322  KNIGHT-RIDDER  384 

One  Herald  Plozo,  Miami,  Fl  33132/305-376  3800 

493  KOHL'S  592 

N54-W13600  Woodale  Dr,  Menomonee  falls,  Wl  53051/414-7835800 

391  KROGER  23  309 

1014  Vine  St ,  Cincinnati,  OH  45202/513-762-4000 

304  KU  ENERGY  798  521 

One  Quality  St ,  Lexington,  KY  40507/606-255-2100 
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938  LA  QUINTA  INNS  933      847  843 

112  East  Pecan  St,  Son  Antonio,  IX  78  205/  210-302-6000 

553  LAFARGE  534      879  598 

11130  Sunrise  Valley  Dr,  Reslon,  VA  22091/703-264-3600 

>04  LAM  RESEARCH  901      817  945 

4650  Cushing  Pkwy,  fremonl,  CA  94538/510-659-0200 

19\  LANCASTER  COLONY  765      676  944 

37  West  Brood  St ,  Columbus,  OH  43215/614-224-7141 
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871  LANDS'  END  725 

Lands'  End  Lone,  Dodgeville,  Wl  53595/6089359341 

314  LDDS  COMMUNICATIONS  674 

515  East  Amite  St,  Jackson,  MS  39201/601  360-8600 

890  LEE  ENTERPRISES  894 

215  North  Main  St ,  Davenport,  IA  52801/319  383-2100 

887  LEGENT  865 

575  Herndon  Plcwy,  Herndon,  VA  22070/703-708-3000 

500  LEGGETT  &  PLATT  528 

One  leggelt  Rd,  Carthage,  MO  64836/417  358-8131 

920  LENNAR  768 

700  Northwest  107th  Ave,  Miami,  FL  33172/305  559-4000 

703  LEUCADIA  NATIONAL  543 

315  Paik  Ave  Soulh,  New  York,  NY  10010/212460 1900 

688  LGSE  ENERGY  697 

220  West  Main  Si ,  Louisville,  KY  40202/502-627  2000 

336  LIBERTY  MEDIA  714 

8101  Eost  Prentice  Ave,  Englewood,  CO  80III/30372I  5400 

962  LIBERTY  NATIONAL  891  681 

416  West  Jefferson  St ,  Louisville,  KY  40202/502  566  2000 

43  LILLY  (ELI)  160  103 

Lilly  Corporale  Cenler,  Indianapolis,  IN  46285/317  276-2000 

126  LIMITED  (THE)  145  144 

Three  Limited  Pkwy,  Columbus,  OH  43216/614-479  7000 

159  LIN  BROADCASTING  758 

5295  Cotillon  Point,  Kirklond,  WA  98033/206-8281902 
263  LINCOLN  NATIONAL  124 

1300  Soulh  Clinton  St,  Fort  Wayne,  IN  46802/219-455  2000 

557  LINEAR  TECHNOLOGY         964  713 

1630  McCarthy  Blvd,  Milpitas,  CA  95035/408-132-1900 

333  LITTON  INDUSTRIES  281  487 

360  North  Crescent  Dr,  Beverly  Hills,  CA  90210/310-859  5000 

494  LIZ  CLAIBORNE  420  390 

1441  Broadway,  New  York,  NY  10018/212-354-4900 

244  LOCKHEED  62  133 

4500  Pork  Granada  Blvd,  Calabosas,  CA  91399/818476  2000 

584  LOCTITE  794  592 

10  Columbus  Blvd,  Hartford,  0  06106/203-520-5000 

157  LOEWS  56 

667  Madison  Ave,  New  York,  NY  10021/212-5452000 

882  LONE  STAR  STEAKHOUSE  982 

224  East  Douglas,  Wichilo,  KS  67202/316-264-8899 

389  LONG  ISLAND  LIGHTING  331 

175  East  Old  Country  Rd,  Hicksville,  NY  11801/516-7556650 

913  LONGS  DRUG  STORES         376  691 

141  North  Civic  Dr,  Walnut  Creek,  CA  94596/510-937-1170 

782  LONGVIEW  FIBRE  754 

End  ol  fibre  Way,  Longview,  WA  98632/206-425-1550 

313  LORAL  266 

600  Third  Ave,  New  York,  NY  10016/212-6971105 

332  LOTUS  DEVELOPMENT  666 

55  Cambridge  Pkwy,  Cambridge,  MA  02142/617-5774500 

661  LOUISIANA  LAND  721  868 

909  Poydras  St ,  New  Orleans,  LA  70112/504-566-6500 

206  LOUISIANA-PACIFIC  374 

111  SW  Fifth  Ave,  Portland,  OR  97204/503-2214800 

199  LOWE'S  210 

Hwy  268  Eost,  North  Wilkesboro,  NC  28659/9194514000 

823  LSI  LOGIC  744  665 

1551  McCarthy  Blvd,  Milpitas,  CA  95035/408-433-8000 

649  LTV  NR  NR 

25  West  Prospect  Ave,  Cleveland,  OH  44115/216-622  5000 

397  LUBRIZOL  529  507 

29400  Lokelond  Blvd,  Wickliffe.  OH  44092/216-943-1200 

502  LYONDELL  PETROCHEMICAL  250  882 

1221  McKinney  Si ,  Houston,  TX  77010/713452  7200 
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979  MAGMA  POWER  965  677 

4365  Executive  Dr,  Son  Diego,  CA  92121/619-622-7800 

548  MANOR  CARE  644  589 

10750  Columbia  Pike,  Silver  Spring,  MD  20901/301-681  9400 

613  MANPOWER  301  939 

5301  North  Ironwood  Rd,  Milwoukee,  Wl  53217/414-961-1000 

753  MANVILLE  408  634 

717 17th  Si ,  Denvei,  CO  80202/303-978-2000 
497  MAPCO  348  384 

1800  Soulh  Baltimore  Ave,  Tulsa,  OK  74119/918-581 1800 
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218  MARION  MERRELL  DOW      335  149 

9300  Ward  Pkwy,  Kansas  City,  MO  64114/816-9664000 

937  MARK  IV  INDUSTRIES         594  694 

501  John  James  Audubon  Pkwy,  Amherst,  NY  14228/716-689-1972 

270  MARRIOTT  INTL.  142  328 

10400  fernwood  Rd,  Belhesdn,  MD  20058/301  380-3000 

MARSH  &  MCLENNAN         303  165 

1166  Ave  ol  the  Americos,  New  York,  NY  10036/212  3455000 


151 
624 


MARSHALL  &  ILSLEY  728  392 

770  North  Woter  St ,  Milwaukee,  Wl  53202/414-765  7700 

227  MARTIN  MARIETTA  101  126 

6801  Rockledge  Dt,  Belhesdo,  MD  20817/301-8974000 

405  MARVEL  ENTERTAINMENT    878  655 

387  Park  Ave  South,  New  York,  NY  10016/212-696-0808 

174  MASCO  248  248 

21001  Von  Born  Rd,  Taylor,  Ml  48180/313-274-7400 

682  MASCOTECH  513  582 

21001  Van  Born  Rd,  Taylor,  Ml  48180/313-274-7400 

220  MATTEL  349  368 

333  Contmentol  Blvd,  El  Segundo,  CA  90245/310  524-2000 

970  MAXIM  INTEGRATED  972  845 

120  San  Gabriel  Dr.  Sunnyvale,  CA  94086/408-737  7600 

76  MAY  DEPT.  STORES  77  60 

611  Olive  St ,  St,  Louis,  MO  63101/314-3424300 

491  MAYTAG  317  683 

403  West  4th  St  North,  Newton,  IA  50208/515792-8000 

394  MBIA  872  227 

113  King  St ,  Armonk,  NY  10504/914-2734545 

329  MBNA  573  275 

400  Christiana  Rd,  Newark,  DE  19713/800-441-7048 

81  MCCAW  CELLULAR  422  976 

5400  Carillon  Point,  Kirklond,  WA  98033/206-827-4500 

522  MCCORMICK  522  456 

18  Lovelon  Circle,  Sparks,  MD  21152/410-771-7301 

668  McDERMOTT  INTL.  314  437 

1450  Poydras  St ,  New  Orleans,  LA  70112/504-587-4411 
34  MCDONALD'S  143  40 

One  McDonald  s  Plaza,  Oak  Brook,  IL  60521/708-575  3000 

214  MCDONNELL  DOUGLAS         50  153 

J  S  McDonnell  Blvd  S  Airport  Rd,  Berkeley,  M0  63134/314-232-0232 

290  MCGRAW-HILL  421  871 

1221  Ave  ol  the  Americas,  New  York,  NY  10020/212  512-2000 

50  MCI  COMMUNICATIONS         71  75 

1801  Pennsylvania  Ave  NW,  Washington,  DC  20006/202472  1600 

388  MCKESSON  68  347 

One  Post  St ,  San  Francisco.  CA  94104/415983-8300 

722  MCN  539  569 

500  Gnswold  St,  Detroit,  Ml  48226/313-256-5500 

387  MEAD  200  394 

Courthouse  Plaza  NE,  Doyton,  OH  45463/513-4954323 

858  MEDICAL  CARE  AMERICA     876  878 

13455  Noel  Rd,  Dallas,  IX  75240/214-701  2200 

741  MEDITRUST  968  617 

128  Technology  Cenler,  Worthom,  MA  02154/617  736 1500 

217  MEDTRONIC  564  246 

7000  Central  Ave  Nf,  Minneapolis,  MN  55432/612  574-4000 

284  MELLON  BANK  296  151 

One  Mellon  Bank  Center,  Pittsburgh,  PA  15258/412-234-5000 

245  MELVILLE  90  166 

One  Theall  Rd,  Rye,  NY  10580/914-925-4000 
736  MERCANTILE  BANCORP.      703  406 

721  Locusl  St,  SI  Louis,  MO  63101/3144252525 

884  MERCANTILE  BANKSHARES  858  531 

Two  Hopkins  Plaza,  Baltimore,  M0  21201/410  237-5900 

605  MERCANTILE  STORES         344  498 

9450  Seword  Rd,  Fairfield,  OH  45014/513481-8000 
8  MERCK  89  12 

One  Merck  Dr.  Wbitehouse  Station,  NJ  08889/908-423-1000 

512  MERCURY  FINANCE  962  644 

40  South  Skokie  Blvd,  Northbrook,  IL  60062/708-564-3720 

936  MERCURY  GENERAL  832  465 

4484  Wilshire  Blvd,  Los  Angeles.  CA  90010/213-937-1060 

558  MERIDIAN  BANCORP  588  345 

35  North  Sixth  St ,  Reoding,  PA  19603/610455-2000 

107  MERRILL  LYNCH  37  30 

250  Vesey  St,  New  York,  NY  10281/2124491000 

1000  MESA  AIRLINES  903  820 

2325  East  30th  Si ,  Formmglon,  NM  87401/505327-0271 
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774  MEYER  (FRED)  323  600 

3800  SE  22nd  Ave,  Portland,  OR  97202/503-2324844 

469  MFS  COMMUNICATIONS       970  910 

3555  Farnom  Si ,  Omaha,  NE  68131/402  27]  2890 

503  MGIC  INVESTMENT  877  381 

250  East  Kilbourn  Ave,  Milwaukee,  Wl  53202/4143474480 

S61  MOM  GRAND  991  960 

3799  Eos  Vegas  Blvd  South,  Los  Vegos,  NV  89109/702-89!  3333 
807  MICHIGAN  NATIONAL         686  834 

27777  Inlcster  Rd,  Formmgton  Hills,  Ml  48334/313-473-3000 

350  MICRON  TECHNOLOGY        663  312 

2805  Eosr  Columbia  Rd,  Boise,  ID  83706/20^3684000 

27  MICROSOFT  234  43 

One  Minosofl  Woy,  Redmond,  WA  98052/206-882  8080 

941  MID  ATLANTIC  MEDICAL      776  829 

four  Tatt  Court,  Rockville,  M0  20850/301 762-8205 

595  MIDLANTIC  665  310 

499  Thotnoll  St,  Edison,  NJ  08837/908-321-8000 

859  MIDWEST  RESOURCES         622  515 

666  Grond  Ave,  Des  Moines,  IA  50306/515  242-4300 

896  MILLER  (HERMAN)  692  785 

855  Eosl  Mom  Ave,  Zeeland,  Ml  49464/616  654  3000 

683  MILLIPORE  862  695 

80  Ashby  Rd,  Bedlord,  MA  01730/617  275  9200 
997  MINERALS  TECHNOLOGIES    873  815 

405  Lexington  Ave,  New  York,  NY  10174/212-878-1800 

32  MINNESOTA  MINING  S  MFG.  53  35 

3M  Center,  St  Pool,  MN  55144/612-733-1110 
916  MINNESOTA  POWER  843  625 

30  Wesl  Superior  St ,  Duluth,  MN  55802/218722  2641 

424  MIRAGE  RESORTS  679  702 

3400  Eos  Vegos  Blvd  South,  Eos  Vegos,  NV  89109/702-791-7111 

797  MITCHELL  ENERGY  668  758 

2001  Timberloch  Plote,  The  Woodlands.  TX  77380/713-377  5500 

11  MOBIL  8  13 

3225  Collows  Rd,  EairfaK,  VA  22037/703-846-3000 

927  M0DINE  MFG.  788  736 

1500  Oe  Koven  Ave,  Ratine,  Wl  53403/414-636-1200 

433  MOLEX  698  519 

2222  Wellington  Court,  Lisle,  IE  60532/708-9694550 

98  MONSANTO  131  101 

800  North  Lindbergh  Blvd,  St  Louis,  M0  63167/314-694-1000 

652  MONTANA  POWER  826  431 

40  East  Broodwoy,  Butte,  MT  59701/406  723-5421 

62  MORGAN  (J. P.)  70  21 

60  Woll  St ,  New  York,  NY  10260/212483-2323 

193  MORGAN  STANLEY  GROUP    106  54 

1251  Ave  ol  the  Americas,  New  York,  NY  10020/212  703-4000 

892  MORRISON  KNUDSEN  347  779 

720  Pork  Blvd,  Boise,  ID  83712/208-386-5000 

849  MORRISON  RESTAURANTS    620  744 

4721  Morrison  Dr,  Mobile,  AL  36609/20M443000 

179  MORTON  INTERNATIONAL    368  334 

100  North  Riverside  Plozo,  Chirogo,  IE  60606/312  807  2000 

17  MOTOROLA  36  45 

1303  Eost  Algonquin  Rd,  Sthoumburg,  II 60196/708-576-5000 

699  MULTIMEDIA  781  504 

305  South  Moin  St ,  Greenville,  SC  29601/803-298-4373 

509  MURPHY  OIL  499  496 

200  Pearh  St ,  El  Dorado,  AR  71730/501  8624411 

489  MYLAN  LABORATORIES       947  555 

130  7th  St,  Pittsburgh,  PA  15222/412-232-0100 


N 


401  NALC0  CHEMICAL  556 

One  Nalio  Center,  Noperville,  IE  60563/708  305-1000 

250  NATIONAL  CITY  350 

1900  East  Ninth  St ,  Cleveland,  OH  44114/216-575-2000 

718  NATIONAL  FUEL  GAS  659 

10  Lafayette  Square,  Buffalo.  NY  14203/716-857  7000 

903  NATIONAL  GYPSUM  NR 

2001  Reiford  Rd,  Chorlolte,  NC  28211/704-365-7300 
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701  NATIONAL  HEALTH  LABS.    734  420 

4225  Executive  Square,  La  Jolla,  CA  92037/6)9  550-0600 

390  NATIONAL  MEDICAL  ENTS.  282  308 

2700  Colorado  Ave,  Sonto  Monica,  CA  90404/310  998  8000 

411  NATIONAL  SEMICONDUCTOR  423  288 

2900  Semitonductor  Dr,  Santo  Clara,  CA  95052/408  721-5000 

617  NATIONAL  SERVICE  INDS.    470  559 

1420  Peorhtree  St  NE,  Atlanta,  CA  30309/404-853-1000 

60  NATIONSBANK  92  32 

100  North  Iryon  St,  Charlotte,  NC  28255/704-386-5000 

981  NATIONWIDE  HEALTH         990  741 

4675  MacArthur  Court,  Newport  Beorh,  CA  92660/7I425M2II 

506  NAVISTAR  INTERNATIONAL  199  978 

455  North  CiTyfront  Plozo  Dr,  Chirogo,  IE  60611/312 -836-2000 

216  NBD  BANCORP  297  108 

611  Woodward  Ave,  Detroit,  Ml  48226/313-225-1000 

866  NEVADA  POWER  773  568 

6226  West  Sohoro  Ave,  Los  Vegos,  NV  89102/702  367  5000 

419  NEW  ENGLAND  ELECTRIC     415  266 

25  Research  Dr,  Westboro,  MA  01582/508-366-9011 

721  NEW  PLAN  REALTY  TRUST  985  715 

1120  Ave  of  the  Americas,  New  York,  NY  10036/212  869  3000 

484  NEW  YORK  STATE  E&G       475  317 


4500  Vestal  Pkwy  Eost,  Binghomlon,  NY  13902/607729  2551 
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NEW  YORK  TIMES  442 

229  West  43rd  St ,  New  York,  NY  10036/212-556-1234 

NEWELL  505 

29  Eost  Stephenson  St ,  Ereeport,  IE  61032/815-2354171 

NEWMONT  GOLD  799 

One  Norwest  Bank  Center,  Denver,  CO  80203/303-863  7414 

NEWMONT  MINING  783  469 

One  Norwest  Bank  Center,  Denver,  CO  80203/303-863-7414 

NEXTEL  COMMUNICATIONS  989 

201  Route  17  North,  Rutherford,  NJ  07070/201438-1400 

NIAGARA  MOHAWK  POWER  244 

300  Erie  Blvd  West,  Syracuse,  NY  13202/315474-1511 

NICOR  497 

1844  Eerry  Rd,  Noperville,  IL  60563/708-305-9500 

NIKE  249 

One  Bowerman  Or,  Beaverlon,  OR  97005/503-671-6453 

NINE  WEST  GROUP  823 

Nine  West  Brood  St ,  Stomlord,  0  06902/203-324-7567 

472  NIPSC0  INDUSTRIES  496 

5265  Hohman  Ave,  Hammond,  IN  46320/219-853-5200 

NOBLE  AFFILIATES  926 

110  West  Broadway,  Ardmore,  OK  73401/405-2234110 

NORDSON  857 

28601  Clemens  Rd,  Westlake,  OH  44145/216  892  1580 

NORDSTROM  264 

1501  Fifth  Ave,  Seottle,  WA  98101/206-628-2111 

NORFOLK  SOUTHERN  214 

Three  Commerciol  Place,  Norfolk,  VA  23510/804-629  2600 

NORTHEAST  UTILITIES  261 

107  Selden  St ,  Berlin,  CT  06037/203  665  5000 
NORTHERN  STATES  POWER  396 

414  Nicollet  Mall,  Minneapolis,  MN  55401/612  330-5500 

NORTHERN  TRUST  585 

50  South  Lo  Salle  St ,  Chicago,  IE  60675/312-430-6000 
NORTHROP  192 

1840  Century  Pork  East,  Los  Angeles,  CA  90067/310  553-6262 

NORWEST  185  72 

Sixth  St  S  Marquette  Ave,  Minneapolis,  MN  55479/612-667  1234 

NOVACARE  789  710 

1016  Wesl  Ninth  Ave,  King  ol  Prussia,  PA  19406/610-9927200 
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763 

315 
89 
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932 
204 
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113 
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NOVELL  616 

122  East  1700  South,  Provo,  UT  84606/801429  7000 

NUCOR  412 

2100  Rexlord  Rd,  Charlotte,  NC  28211/704-366  7000 

NWNL  535 

20  Washington  Ave  South,  Minneapolis,  MN  55401/612-372-5432 

NYNEX  59  981 

335  Madison  Ave,  New  York,  NY  10017/212-370-7400 


395 


522 


869 
390 
620 
720 
9 

919 
337 

48 
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330 
871 
304 

NR 
553 
728 
695 
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208 
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957 
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832 
930 
513 
189 
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111 
422 

38 
836 
646 
576 
!99 
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168  OCCIDENTAL  PETROLEUM     126  565 

10889  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-208-8800 

291  OFFICE  DEPOT  365  620 

2200  Old  Germanlown  Rd,  Delray  Beach,  EE  33445/407  2784800 

805  OGDEN  439  628 

Two  Pennsylvania  Plozo,  New  York,  NY  10121/212-868-6000 

710  OHIO  CASUALTY  500  493 

136  North  Third  St,  Hamilton,  OH  45025/513  867-3000 

323  OHIO  EDISON  397  809 

76  South  Mom  St,  Akron,  OH  44308/216  384-5100 

603  OKLAHOMA  G&E  542  415 

101  North  Robinson,  Oklahomo  City,  OK  73102/405  272  3000 

653  OLD  KENT  FINANCIAL        723  379 

One  Vandenberg  Center,  Grand  Ropids,  Ml  49503/616-771-5000 

993  OLD  NATIONAL  BANCORP    929  730 

420  Main  St ,  Evansville,  IN  47708/8124  64-1434 

667  OLD  REPUBLIC  INTL.  487  316 

307  North  Michigon  Ave,  Chicago,  IE  60601/312-346-8100 

830  OLIN  394  953 

120  Long  Ridge  Rd,  Stamford,  0  06904/203-356-2000 
645  OLSTEN  425  903 

One  Merrick  Ave,  Weslbury,  NY  11590/516-832-8200 

541  OMNICOM  GROUP  531  506 

437  Madison  Ave,  New  York,  NY  10022/212415-3600 

88  ORACLE  SYSTEMS  495  272 

500  Oracle  Pkwy,  Redwood  Shores,  CA  94065/415-506-7000 

521  ORYX  ENERGY  654  955 

13155  Noel  Rd,  Dallas,  TX  75240/214-7154000 

735  OUTBACK  STEAKHOUSE       934  837 

550  North  Reo  St,  Tompa,  EE  33609/813-282-1225 

960  OVERSEAS  SHIPHOLDING     888  853 

1114  Ave  of  the  Americas,  New  York,  NY  10036/212-869-1222 

523  OWENS-CORNING  321  436 

fiberglas  Tower,  Toledo,  OH  43659/419  248-8000 

580  OWENS-ILLINOIS  273  973 

OneSeaGate,  Toledo,  OH  43666/419  247-5000 

801  OXFORD  HEALTH  PLANS      918  863 

800  Connecticut  Ave,  Norwolk,  CI  06851/2034152-1442 


427  PACCAR  271  359 

777  106th  Ave  NE,  Bellevue,  WA  98004/206455-7400 

508  PACIFIC  ENTERPRISES        326  280 

633  West  fifth  St,  Los  Angeles,  CA  90071/213-895-5000 

58  PACIFIC  GAS  &  ELECTRIC      88  42 

77  Beale  St ,  San  Francisco,  CA  94177/415-9737000 

790  PACIFIC  TELECOM  750  642 

805  Broadway,  Vancouver,  WA  98668/206-696-0983 

28  PACIFIC  TELESIS  GROUP      103  279 

130  Keorny  St ,  Son  Froncisco,  CA  94108/415-394-3000 

610  PACIFICARE  HEALTH  395  599 

5995  Plozo  Dr,  Cypress,  CA  90630/714-952-1121 

185  PACIFICORP  285  132 

700  NE  Multnomah,  Portland,  OR  97232/503-731-2000 

73  PACTEL  651  749 

2999  Oak  Rd,  Walnol  Creek,  CA  94596/510-210-3900 

604  PAGING  NETWORK  900  916 

4965  Preston  Pork  Blvd,  Piano,  TX  75093/2149854100 

636  PAINEWEBBER  GROUP        241  226 

1285  Ave  of  the  Americas,  New  York,  NY  10019/212713-2000 

449  PALL  761  462 

2200  Northern  Blvd,  Eost  Hills,  NY  11548/516484-5400 

385  PANHANDLE  EASTERN        431  350 

5400  Westheimer  Court,  Houston,  TX  77056/713-627-S400 

481  PARAMETRIC  TECHNOLOGY  961  692 

128  Technology  Dr,  Wollham,  MA  02154/617-894-7111 

95  PARAMOUNT  COMMUNS.      208  262 

1 5  Columbus  Circle,  New  York,  NY  10023/212  373  8000 
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THE  BUSINESS  WEEK  100' 


Two-way.  •  Paging  •  Satellite  Communications  •  COMMUNICATIONS  •  Cellular/  Ct2  SfScTucfs  •  Wireless  LANs  •  Modems 


Semiconductors  •  Integrated  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors 


DNE  IDEA  HAS  EARNED  US  STAMPS  has  become  the  foundation  of  our  entire 

ADDQHVAI   CWDVMJFBF  W/F  £fi   company.  Headquartered  in  the  U.S.A., 
Jr  ArrnVjYAL  LVLIM  WnLnL  WL  VJV.  Motorola  now  has  more  than  105,000 
mployees  around  the  globe  dedicated  to  the  endless  pursuit  of  perfection  in  everything  we  make  and  everything  we  do. 
:>gether  with  those  who  hove  chosen  our  products,  they  have  helped  make  us  a  world  leader  in  wireless  communi- 
3tions,  semiconductor  technology  and  advanced  electronics.  Clearly  qualify  is  one  idea  that  knows  no  boundaries. 


M)  MOTOROLA 


Quality  Means  The  World  To  t/s.™ 

®  and  Motorola  ore  reaisrered  trademarks  of  Motorola.  Inc.  ©  1993  Motorola,  Inc. 
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The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1  F"or  explanation  of  other  rankings,  see  page  1  ZB. 
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COMPANY                                         SALES  PROFITS 
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;  RANK 

COMPANY  SAIES 

PROFITS 

ASSETS 

:  RANK 

COMPANY  SALES 

PROFITS 

ASSETS 

525 

PARKER  HANNIFIN  377 

611 

579 

1  851 

PRICE  (T.  ROWE)  919 

697 

966 

:  114 

RJR  NABISCO  HOLDINGS  46 

896 

65 

17325  Euclid  Ave,  Clevelcind.  OH  44112/216431 3000 

100  East  Pratt  St ,  Baltimore,  MD  21202/410-547-2000 

1301  Ave  of  the  Americas,  New  York,  NY  10019/212  258  5600 

743 

PAUL  REVERE  612 

16  Chestnut  St,  Worcester,  MA  01608/508-799-4441 

50! 

308 

I  229 

PRICE/COSTCO  44 

4649  Moreno  Blvd.  San  Diego,  CA  92117/619  581-1600 

356 

354 

!  362 

ROADWAY  SERVICES  232 

1077  Gorge  Blvd,  Akron,  OH  44309/216-3844184 

401 

569 

698 

PAVCHEX  952 

835 

995 

|  943 

PRIMADONNA  RESORTS  969 

804 

981 

i  862 

ROCHESTER  GSE  680 

545 

492 

911  Ponoromo  Trail  South,  Rochester,  NV 14625/716-385-6666 

Interstate  15,  Jean,  NV  89019/702  382-1212 

89  East  Ave,  Rochester,  NY  14649/716  546  2700 

959 

PAVLESS  CASHWAYS  366 

894 

633 

9 

PROCTER  &  GAMBLE  17 

78 

80 

|  585 

ROCHESTER  TELEPHONE  695 

518 

631 

2300  Main  St,  Kansas  City,  MO  64141/816-2344000 

One  Procter  S  Gamble  Ploza,  Cincinnati,  OH  45202/5139831100 

180  South  Clinton  Ave,  Rochester,  NY  14646/716-777-1000 

156 

PECO  ENERCV  242 

84 

129 

409 

PROGRESSIVE  455 

208 

377 

ROCKWELL  INTERNATIONAL  84 

85 

202 

2301  Market  St,  Philadelphia,  PA  19101/215 -841-4000 

6300  Wilson  Mills  Rd,  Mayfield  Village,  OH  44143/216461 5000 

2201  Seal  Beach  Blvd,  Seal  Beach,  CA  90740/310-797-3311 

64 

PENNEY  (J.C.)  29 

48 

128 

187 

PROMUS  586 

475 

586 

j  261 

ROHM  S  HAAS  293 

387 

401 

6501  Legacy  Dr,  Plana,  TX  75024/214-431-1000 

1023  Cherry  Rd,  Memphis,  TN  38117/901 762  8600 

100  Independence  Moil  West,  Philadelphia,  PA  19106/215  592  3000 

271 

PENNSYLVANIA  POWER  345 

Two  North  Ninth  St ,  Allentown,  PA  18101/215-774-5151 

155 

207 

831 

PROPERTY  TRUST  987 

7777  Market  Center  Ave,  El  Poso,  TX  79912/915-877-3900 

830 

756 

j  766 

ROLLINS  809 

2170  Piedmont  Rd  NE.  Atlanta.  GA  30324/404-888-2000 

719 

963 

408 

PENNZOIL  337 

326 

325 

643 

PROVIDENT  LIFE  322 

951 

110 

i  889 

ROUSE  775 

893 

453 

700  Milam  St,  Houston,  IX  77002/713S464000 

One  Fountain  Square,  Chartonoogo,  TN  37402/615-755-1011 

10275  little  Poluxent  Pkwy,  Columbia,  MD  21044/410-992-6000 

769 

PEOPLES  ENERGY  582 

122  South  Michigan  Ave,  Chicago,  11 60603/312431-4000 

524 

551 

618 

PSI  RESOURCES  641 

1000  East  Mam  St ,  Plainlield,  IN  46168/317  839  9611 

428 

470 

1  744 

RPM  774 

2628  Pearl  Rd,  Medina,  OH  44258/216  2735090 

707 

V  90 
ojU 

529 

PEP  BOYS  599 

626 

724 

504 

PS  OF  COLORADO  446 

331 

375 

:  201 

RUBBERMAID  453 

257 

629 

3111  West  Allegheny  Ave,  Philadelphia,  PA  19132/215  229  9000 

1225 17th  St,  Denver,  CO  80202/303571  7511 

1147  Akron  Rd,  Woosler,  OH  44691/216-2644464 

12 

PEPSICO  20 

23 

84 

119 

PUBLIC  SERVICE  ENI.  174 

74 

1  1A 

1  1  V 

1  717 

RUSSELL  688 

693 

729 

700  Anderson  Hill  Rd,  Purchase,  NY  10577/914-253  200  0 

80  Park  Plaza,  Newark,  NJ  07101/201430-7000 

One  Lee  St ,  Alexander  City,  AL  35010/2054294000 

538 

PERKIN-ELMER  NR 

NR 

764 

596 

PUGET  SOUND  POWER  633 

365 

413 

530 

RUST  INTERNATIONAL  525 

537 

612 

761  Main  Ave,  Norwolk,  CI  06859/203-762-1000 

411 108th  Ave  NE,  Bellevue,  WA  98004/206454-6363 

100  Corporate  Pkwy,  Birmingham,  AL  35242/205  995  7878 

438 

PERRIGO  782 

674 

897 

839 

PULTE  508 

550 

389 

i  450 

RYDER  SYSTEM  229 

413 

360 

117  Water  St .  Allegan.  Ml  49010/616-6734451 

33  eloomfield  Hills  Plcwy,  Bloomfield  Hills,  Ml  48304/31 3447  2750 

3600  NW  82nd  Ave,  Miami,  FL  33166/305-593-3726 

465 

PET  520 

408 

705 

696 

PYXIS  978 

828 

989 

400  South  Fourth  St ,  St  Louis,  MO  63102/314-622-7700 

9380  Carroll  Pork  Dr,  Son  Diego,  CA  92121/619-6253300 

i  *-i 

647 

PETRIE  STORES  538 

70  Enterprise  Ave,  Secoucus,  NJ  07094/201-866-3600 

926 

741 

277 

SAFECO  272 

131 

131 

912 

PETSMART  913 

881 

965 

u 

Safeco  Ploza,  Seattle,  WA  98185/206-545-5000 

10000  North  31st  Ave,  Phoenix,  AZ  85051/602  944-7070 

234 

QUAKER  OATS  171 

182 

458 

860 

SAFETY-KLEEN  727 

959 

727 

39 

PFIZER  140 

70 

201 

321  North  Clark  St,  Chicago,  11 60610/312  2227111 

1000  North  Randall  Rd,  Elgin,  IL  60123/708497-8460 

23S  East  42nd  St ,  New  York,  NY  10017/212-573^2323 

/  1  L 

QUALCOMM  960 

850 

951 

404 

SAFEWAY  45 

396 

314 

256 

PHELPS  DODGE  363 

286 

391 

6455  Lusk  Blvd.  San  Diego,  CA  92121/619-6584400 

201  Fourth  St ,  Oakland,  CA  94602/510-891-3000 

2600  North  Central  Ave,  Phoenix,  A7  85004/602  234-8100 

984 

QUANTUM  445 

901 

760 

265 

SALLIE  MAE  360 

128 

41 

6 

PHILIP  MORRIS  10 

4 

36 

500  McCarthy  Blvd,  Milpitas,  CA  9S035/4084944000 

1050  Thomas  Jefferson  St  NW,  Washington,  DC  20007/202  333-8000 

120  Pork  Ave,  New  York,  NY  10017/212-880-5000 

662 

QUESTAR  772 

512 

676 

169 

SALOMON  115 

50 

7 

125 

PHILLIPS  PETROLEUM  66 

211 

181 

180  East  first  South,  Salt  Lake  City,  Ul  84111/801-534-5000 

Seven  World  Trode  Center,  New  York,  NY  10048/212  7837000 

Fourth  8  Keeler  Sts,  Bartlesville,  OK  74004/9184614600 

496 

QVC  NETWORK  610 

576 

780 

370 

SAN  DIEGO  GSE  448 

251 

333 

837 

PHILLIPS-VAN  HEUSEN  630 

755 

855 

1365  Enterprise  Dr,  West  Chester,  PA  19380/2154301000 

911 

101  Ash  St ,  San  Diego,  CA.  92101/619496-2000 

949 

723 

1290  Ave  ol  the  Americas,  New  York,  NY  10104/212-541-5200 

SANTA  FE  ENERGY  868 

773 

PHYSICIAN  CORP.  825 

5835  Blue  Logoon  Or,  Miami,  FL  33126/305267-6633 

748 

932 

R 

237 

1616  South  Voss,  Houston,  TX  77057/713783-2401 

SANTA  FE  PACIFIC  346 

162 

282 

492 

268 

246 

1700  East  GolIRd  Schoumhura  IL  60173/708-9954000 

PINNACLE  WEST  CAPITAL  493 

400  East  Von  8aren  St,  Phoenix,  AZ  85004/602  379  2500 

224 

RALSTON  PURINA  167 

Checkerboard  Square,  St.  Lours,  M0  63164/314  982  1000 

197 

357 

78 

SARA  LEE                       47  58 

Three  first  Notional  Ploza  Chicooo  IL  60602/312  726  2600 

174 

309 

PIONEER  HI-BRED  INTL.  568 

400  Locust  SI,  Des  Moines,  IA  50309/5152454500 

373 

0  J  4 

556 

RAYCHEM  552 

300  Constitution  Dr,  Menlo  Pork,  CA  94025/415-361-3333 

874 

668 

444 

SCANA  580 

1426  Mom  St ,  Columbia,  SC  29201/803  748  3000 

303 

373 

130 

PITNEY  BOWES  270 

154 

7  c  ? 

808 

RAYONIER  685 

673 

628 

110 

SCECORP  133 

67 

2 

94 

One  Elm  Croft  Rd,  Stomford,  0  06926/203356-5000 

1 177  Summer  St,  Slomlotd,  CT  06904/20  3  3  4  8-70  00 

2244  Walnut  Grove  Ave,  Rosemeod,  CA  91770/818-302  121 

726 

PITTSTON  SERVICES  519 

705 

70.  fl 
/OO 

104 

RAYTHEON  105 

64 

251 

865 

SCHERER  (R.P.)  874 

797 

851 

100  first  Stamford  Place,  Stamford,  0  06912/203  978-5200 

141  Spring  St ,  Lexington,  MA  02173/617  862  6600 

2075  West  Big  Beaver  Rd,  Iroy,  Ml  43084/313449-0900 

147 

PNC  BANK  233 

57 

j  4 

192 

READER'S  DIGEST  334 

203 

539 

70 

SCHERING-PLOUGH  221 

51 

361 

fifth  Ave  ft  Wood  St,  Frrlsburgh,  PA  15265/412  762  2000 

Reader  s  Digest  Rd,  Pleosontville,  NY  10570/914-238-1000 

One  Giralda  Forms,  Modison,  NJ  07940/20142  2  70  00 

587 

POLAROID  414 

594 

516 

357 

REEBOK  INTERNATIONAL  328 

247 

640 

56 

SCHLUMBERGER  157 

86 

227 

549  Technology  Square,  Cambridge,  MA  02139/617  386  2000 

100  Technology  Cenlet,  Stoughlon,  MA  02072/617-341-5000 

277  Pork  Ave,  New  York,  NY  10172/212-350-9400 

910 

POLICY  MGMT.  SYSTEMS  NR 

1-77  S 11  S  21  North,  Blythewood,  SC  29016/803-735-4000 

NR 

NR 

879 

RELIANCE  ELECTRIC  511 

6065  Parkland  Blvd,  Cleveland,  OH  44124/216-2664800 

796 

697 

779 

SCHULMAN  (A.)  766 

3550  West  Market  St ,  Akron,  OH  44333/2164664751 

753 

907 

873 

PORTLAND  GENERAL  682 

450 

409 

374 

REPUBLIC  NEW  YORK  404 

183 

52 

554 

SCHWAB  (CHARLES)  638 

393 

250 

121  SW  Salmon  St,  Portland,  OR  97204/503464*000 

452  Fifth  Ave,  New  York,  NY  10018/212  5255000 

101  Montgomery  St ,  Son  Froncisa,  CA  94104/415427  7000 

622 

POTLATCH  560 

763 

536 

947 

REVC0  D.S.  399 

838 

718 

793 

SCIENTIFIC-ATLANTA  742 

848 

867 

One  Maritime  Ploia,  San  francisco,  CA  94111/415-576-8800 

1925  Enterprise  Plcwy,  fwinsburg,  OH  44087/216425-9811 

One  Technology  Plcwy  South,  Atlanta,  GA  30092/404-9035000 

360 

POTOMAC  ELECTRIC  POWER  490 

233 

258 

765 

REYNOLDS  &  REYNOLDS  740 

659 

849 

300 

SCOTT  PAPER  202 

982 

?co 

Ijy 

1  !"0  Pennsylvania  Ave  NW,  Washington,  DC  20068/202  872  2000 

115  South  Ludlow  St ,  Dayton,  OH  45402/513443  2000 

Scott  Plaza,  Philadelphia,  PA  19113/215422-5000 

109 

PPG  INDUSTRIES  173 

One  PPG  Place,  Pittsburgh,  PA  15272/4124344131 

193 

287 

330 

REYNOLDS  METALS  186 

6601  West  Broad  St ,  Richmond,  VA  23230/804-281-2000 

986 

257  | 

448 

SCRIPPS  (E.W.)  601 

312  Walnut  St,  Cincinnati,  OH  45202/513977-300  0 

377 

606 

398 

PRAXAIR  390 

39  Old  Ridgebury  Rd,  Danbury,  CT  06810/203-794-3000 

358 

414 

191 

RHONE-POULENC  RORER  239 

500  Areola  Rd,  Collegeville,  PA  19426/6104544000 

134 

380 

867 

SCRIPPS  HOWARD  884 

312  Walnut  St,  Cincinnati,  OH  4  5  202/513-977  3000 

452 

835 

392 

PREMARK  INTERNATIONAL  311 

1717  Deerfield  Rd,  Deerfield,  IL  60015/708-405-6000 

306 

527  ; 

536 

RITE  AID  225 

30  Hunter  Lone,  Camp  Hill,  PA  17011/717  761  2633 

386 

538 

499 

SEAGATE  TECHNOLOGY  309 

920  Disc  Dr,  Scotts  Valley,  CA  95066/4084384SS0 

342 

486 

439 

PREMIER  INDUSTRIAL  747 

4500  Euclid  Ave,  Cleveland,  OH  44103/216-391-8300 

479 

888  i 

715 

RIVERW0OD  INTL.  629 

3350  Cumberland  Circle,  Atlanta,  GA  30339/404-644-3000 

884 

535  j 

864 

SEAGULL  ENERGY  897 

1001  fonmn,  Houston,  TX  77002/713-951-1700 

821 

663 
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8W-222-TREE 
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One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
uxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Were  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 
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46  SEARS,  ROEBUCK  9  8 

333  Beve/ty  Rd.  Hoffmon  Estot«,  IL  60179/708-286-2500 

442  SEN50RMATIC  824  623 

500  Northwest  12th  Ave,  Deerfield  Beach,  Fl  334-42/305-427  9700 

429  SERVICE  CORP.  INTL.         699  441 

1929  Allen  Pkwy,  Houston,  n  77019/713-522-5141 

925  SERVICE  MERCHANDISE       254  523 

7100  Service  Merchandise  Dr,  Brentwood  IX  37027/61 S4604000 

470  SERVICEMASTER  339  355 

One  ServiceMastei  Way  Downers  Grove.  It  60515/708-964-1300 

369  SHAW  INDUSTRIES  381  405 

616  East  Walnut  Ave,  Dohon,  GA  30720/706-278-3812 

466  SHAWMUT  NATIONAL         463  229 

777  Mam  St ,  Hartford,  CI  06115/203-728-2000 

325  SHERWIN-WILLIAMS  320  320 

101  Prospect  Ave  NW  Cleveland.  OH  44115/216-566-2000 

828  SHONEY'S  625  645 

1727  flm  Hill  Pike  Noshville,  TN  37210/615-391  5201 

395  SIGMA-ALDRICH  736  432 

3050  Spruce  St ,  St,  Louis.  M0  63103/314-771-5765 

453  SIGNET  BANKING  617  302 

Seven  North  Eighth  St ,  Richmond.  VA  23219/804747  2000 

312  SILICON  GRAPHICS  583  414 

2011  North  Shoreline  Blvd.  Mountain  View,  CA  94039/415^960-1980 

949  SITHE  ENERGIES  936  889 

450  Lexington  Ave,  New  York,  NY  10017/212-450-9000 

964  SMITH  (A.0.)  608  728 

11270  West  Park  Place  Milwaukee,  Wl  53224/414-359-4000 

980  SMUCKER  (J.M.)  845  773 

Strawberry  Lane,  Omnlle,  OH  44667/216-682-3000 

286  SNAPPLE  BEVERAGE  840  596 

175  North  Central  Ave,  Volley  Stream.  NY  11580/516-872-4800 

488  SNAP-ON  TOOLS  627  502 

2801 80th  St ,  Kenosha,  Wl  53141/414656-5200 

648  SOLECTRON  661  762 

847  Gibraltar  Dr.  Milpitas,  CA  9S035/40B-957-8500 

376  SONAT  484  210 

1900  Fifth  Ave  North,  Birmingham,  Al  35203/205-325-3800 

435  S0N0C0  PRODUCTS  457  402 

North  Second  St ,  Hortsville,  SC  29550/803-383-7000 

852  SOTHEBY'S  HOLDINGS        948  873 

1334  York  Ave  New  York,  NY  10021/212-606-7000 

61  SOUTHERN  119  39 

64  Perimeter  Center  East,  Atlanta.  GA  30346/404393-0650 

461  SO.  NEW  ENGLAND  TEL.      503  935 

227  Church  St  New  Haven,  0  06510/203-771-5200 

364  SOUTHERN  PACIFIC  RAIL     324  937 

One  Market  Plctzo  Son  Francisco,  CA  94105/415-541-1000 

457  SOUTHLAND  153  902 

2711  North  Haskell,  Dallas  TX  75204/214828-7011 
581  SOUTHTRUST  636  346 

420  North  20th  St .  Birminghom,  AL  35203,  205-2545000 

208  SOUTHWEST  AIRLINES        406  335 

2702  Love  Field  Or  Dallas,  TX  75235/2149044000 

26  SOUTHWESTERN  BELL  86  28 

175  East  Houston,  Son  Antonio,  TX  78205/2104214105 

709  SOUTHWESTERN  PS  7  19  433 

600  South  Tyler  St,  Amorillo,  TX  79101/806-378-2121 

428  SPIEGEL  362  698 

3500  Loiey  9d  Downers  Grave.  II 60515/708-9864800 

65  SPRINT  81  109 

2330  Shownee  Mission  Pkwy  WesTwood.  KS  66205/816454-0903 
985  SPS  TRANSACTION  953  806 

2500  Lake  Cook  lid  kVrerwceds,  II 60015/708-4054900 

547  ST.  JOE  PAPER  801  870 

1650  Prudentiol  Dr,  Jacksonville,  FL  32207/9043964600 
630  ST.  JUDE  MEDICAL  941  426 

One  lillehe:  Plato,  St.  Poul,  MN  55117/6124  83-2000 

285  ST.  PAUL  213  130 

385  Washington  St  St  Paul,  MN  55102/612-221-7911 

875  STANDARD  FEDERAL  BANK  733  410 

2600  West  Big  Beaver  Rd  Troy,  Ml  48084/3134439600 


20 
726 
402 
543 
714 
643 

73 
565 
872 
808 
167 
666 
625 
784 
956 
967 
691 
831 
441 
656 
906 

79 
399 
407 
561 
133 
49; 

82 
580 
517 
141 
953 
650 
877 
108 
179 


485  STANLEY  WORKS  409  472 

1000  Stonley  Or,  New  Britain,  CT  06053/2032255111 

745  STAPLES  628  831 

100  Pennsylvania  Ave,  framinghom  MA  01701/508-3704500 

758  STAR  BANC  784  453 

425  Walnut  St ,  Cincinnati,  OH  45202/5134324000 

356  STATE  STREET  BOSTON       526  295 

225  Franklin  St ,  Boston,  MA  02110/617-7864000 

546  STEWART  &  STEVENSON     676  669 

2707  North  loop  West,  Houston,  TX  77008/713468-7700 

732  STONE  CONTAINER  193  985 

150  North  Michigan  Ave,  Chicago.  IL  60601/312-3464600 

672  STOP  &  SHOP  276  640 

1385  Hancock  St.  Quincy.  MA  02169/617  3804000 

591  STORAGE  TECHNOLOGY       551  961 

2270  South  88th  St ,  Louisville,  CO  80028/3034735151 

886  STRIDE  RITE  805  636 


Five  Cambridge  Center,  Cambridge  MA  02142, 6174914800 


559 


STRYKER  819 

2725  Fairfield  Id,  Kalamatoo  Ml  49002/616-385-2600 

SUN  102 

1801  Market  St ,  Philadelphia,  PA  19103/215977  3  000 
SUN  MICROSYSTEMS  211 

2550  Garcia  Ave,  Mountain  View,  CA  94043/415-960-1300 

693  SUNAMERICA  700 

1999  Ave  of  the  Stars,  Los  Angeles,  CA  90067/310-7724000 

SUNBEAM-OSTER  648  489 

200  East  Los  Olas  Blvd.  Ft  Lauderdale,  Fl  33301/305-7672100 


274 


383 


565 


638 


198 


285 


364 


576 


480 


SUNDSTRAND  558 

4949  Hornson  Ave  dockford  II 61125/815-2264000 

SUNGARD  DATA  SYSTEMS  892 

1285  Drummers  lone,  Wayne  PA  19087/215-3414700 

SUNTRUST  BANKS  312 

25  Park  Place  NE,  Atlanta.  GA  30303/404588-7711 

SUPERIOR  INDUSTRIES  887 

!  Woodley  Ave,  Von  Nuys,  CA  91406/818-7814973 

SUPERVALU  39 

11840  Volley  View  Rd  Eden  Prairie,  MN  55344/6124284000 

SYBASE  875  720 

6475  Christie  Ave,  Emeryville.  CA  94608/510-922-3500 
SYBRON  INTERNATIONAL     882  814 

411  East  Wisconsin  Ave.  Milwaukee.  Wl  53202/4142744600 

944  SYN0PSYS  975  861 

700  East  Middlefield  Rd.  Mountain  View.  CA  94043/415-962-5000 

SYNOPTICS  C0MMUNS.        751  557 

4401  Great  American  Pkwy,  Santo  Cloro.  CA  95052/408-988-2400 


983 


167 


677 


373 


446 


975 


551 


760 


115 


714 


292 


700 


295 


189 


883 


759 


544 


535 


384 


415 


705 


926 


83 


SYNOVUS  FINANCIAL  791  564 

901  Front  Ave.  Columbus.  GA  31901/706449-2311 

SYNTEX  430  142 

3401  Hilfview  Ave,  Palo  Aho,  CA  94304/415455-5050 

SYSCO  87  255 

1390  Enclave  Pkwy  Houston,  IX  77077/7135841390 


623 
859 
235 
104 
833 
256 
624 
591 
911 
899 
283 
479 
127 
746 
630 
922 
49 
954 
367 
959 
868 
993 
830 
292 
447 
464 


TAKECARE  693      768  892 

2300  Clayton  Rd,  Concord,  CA  94520/510-246-1300 

TALB0TS  748      798  914 

175  Beal  51,  Hinghom,  MA  02043/617  749-7600 

TAMBRANDS  795      567  926 

777  Westchester  Ave,  White  Plains.  NY  10604/9146964000 

TANDEM  COMPUTERS         441      990  603 

19333  Volko  Pkwy,  Cupertino,  CA  95014/408-2854000 

TANDY  235      276  417 

1800  One  Tandy  Center  Fart  Worth  TX  76102/817  390-3700 

TEC0  ENERGY  577      336  438 

702  North  Franklin  St  Tampa,  fl  33602/8132284111 

TECUMSEH  PRODUCTS        572      527  711 

100  East  Potterson  St ,  Tecumseh,  Ml  49286/5174234411 

TEKTRONIX  578      942  745 

26600  SW  Pkwy  Wilson*,  OR  97070/503485-3180 

TELE-COMMUNICATIONS      236      91  7      1  1  7 

5619  DTC  Pkwy,  Englewood  CO  80111/303267  5500 


704  TELEDYNE  378  573 

1901  Ave  of  the  Stars,  Los  Angeles,  CA  90067/310277  3311 

434  TELEPHONE  &  DATA  803  789 

30  North  LoSolle  St,  Chicago,  II 60602/312430-1900 

716  TELLABS  916  808 

4951  Indiana  Ave,  Lisle,  IL  60532/708-9694800 

353  TEMPLE-INLAND  343  597 

303  South  Temple  Dr,  Diboll  TX  75941/  409429-5511 

90  TENNECO  60  123 

1010  Milam,  Houston,  TX  77002/713-757-2131 

775  TERADYNE  820  778 

321  Harrison  Ave  Boston,  MA  02118/  6174  8  2  2  700 

42  TEXACO  15  36 

2000  Westchester  Ave  White  Plains,  NY  10650-9142534000 

120  TEXAS  INSTRUMENTS  117  111 

13500  North  Central  £jpwy  Dallas.  TX  75265/214995-2011 

101  TEXAS  UTILITIES  181  107 

2001  Bryan  St  Dallas.  TX  75201/2144124600 

180  TEXTRON  108  145 

40  Westminster  St ,  Providence  Rl  02903/401421-2800 
475  THERMO  ELECTRON  605  575 

81  Wymon  St  Wotrhom  MA  02254/617422-1000 

592  THERMO  INSTRUMENT        816  745 

504  Airport  Rd  SontoFe  NM  87501/505438-3171 

676  THOMAS  £  BETTS  645  661 

1555  Unfield  Rd  Memphis,  TN  38119  /  9014  8  2-7766 

486  3COM  755  581 

5400  Bayfront  Plato  Sonto  Cloro,  CA  95052/408-7645000 

692  TIDEWATER  838  790 

1440  Canal  St ,  New  Orieans.  LA  70112/504-568-1010 

632  TIG  HOLDINGS  458  974 

6300  Conoga  Ave  Woodland  Hilts,  CA  91367/8184964000 

53  TIME  WARNER  158  967 

75  Rockefeller  Plato  New  York  NY  10019/2124844000 

226  TIMES  MIRROR  256  322 

Times  Mirror  Square  Los  Angeles  CA  90053/213237-3700 

739  TIMKEN  494  914 

1835  Dueber  Ave  SW,  Canton,  OH  44706/216438-3000 

TJX  262  383 

770  Cochrtuate  Rd,  Framinghom  MA  OI70I/508-390-3000 

TOOTSIE  ROLL  INDUSTRIES  937      78  1 

7401  South  Ccero  Ave,  Chicago,  IL  60629/312438-3400 
TORCHMARK  424  199 

2001  Third  Ave  South,  Birmingham,  Al  35233/205-3254200 

TOSCO  268  533 

72  Cummings  Point  Rd  Stamford,  0  06902/203977-1000 


476 
965 
321 
810 
900 

79 
259 
752 

67 
2  58 
778 
519 
754 
777 
213 
230 
627 


TOTAL  SYSTEM  SERVICES  967 

1200  Sixth  Ave,  Columbus,  GA  31901/706449-2310 

TOYS  T  US  141 

461  From  Rd,  Porom.i  NJ  07652/201-262  7800 

TRANSAMERICA  197 

600  Montgomery  St,  Sou  Francisco,  CA  9411I/4I5-9B34000 

TRANSATLANTIC  HOLDINGS  741 

80  Pine  St ,  New  York,  NY  10005/212-770-2000 

TRAVELERS  154 

65  East  55th  St .  New  York,  NY  10022/2124914900 

TRIBUNE  456 

435  North  Michigan  Ave,  Chicago,  IL  60611/312-222-9100 

TRIMAS  864 

315  East  Eisenhower  Pkwy  Ann  Atbor,  Ml  48108/3137477025 

TRINITY  INDUSTRIES         491  595 

2525  Stemmons  Freeway,  Dallas,  TX  75207/2144314420 

TRINOVA  506  872 

3000  Strayer.  Maumee,  OH  43537/4194672200 

TRITON  ENERGY  984  922 

6688  North  Central  Eipwy.  Dallas.  TX  75206/214-6915200 

TRW  130  249 

1900  Richmond  Rd.  Cleveland,  OH  44124/216-291-7000 
TURNER  BROADCASTING     462  577 

One  CNN  Center  Atlanta  GA  30348/  404427 1700 

20th  CENTURY  INDUSTRIES  635  429 

6301  Owensmauth  Ave  Woodland  Hills,  CA  91367/818-7043400 


844 

127 
125 
497 
47 
283 
766 


634 
523 
942 
166 
121 
864 

77 
278 

92 
100 
490 
773 
710 
908 
793 
266 
113 
364 
584 
618 
955 
234 
635 
994 
263 

60 
431 

14 
482 
856 
704 
738 
876 
299 
474 
611 
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Something 


traducing  a  better  view  f  rom  your  Windows™  V— X 
Id  OS/2®  for  Windows  to  your  current  Windows  3.1  setup, 
d  get  more  from  Windows  than  ever  before. 

OS/2  for  Windows  lets  you  run 
ur  DOS  and  Windows  programs.  In 
't,  you  can  run  more  than  one  program 
le—  without  fear  of  frustrating  system  crashes 
e  before.  Finish  off  a  Freelance 
aphics®  presentation  in  one  window 
lile  you  send  a  1-2-3®  spreadsheet  by 
k  modem  in  another.  Make  entries 
Quicken® 
thout  wait- 
5  for  your 
»rdPerfect® 


jefore. 

everyone 

im  at  a  I 
m  crashes  % 

with 


Windows 


document  to  finish  printing.  You 
can  even  launch  into  the  latest 
32-bit  OS/2  programs— right 
your  Windows  session, 
order  or  to  find  out  more, 


should 


A  QUICKER  LOOK  AT  OS/2  FOR  W  INDOWS: 

Increases  your  productivity:  run  more  than  one 
program  at  a  time  with  greater  speed  and  reliability. 

Brings  your  PC  up  to  speed:  exploit  the  32-bit 
power  and  performance  of  386SX  PCs  and  higher. 

Saves  you  money:  no  need  to  buy  various  utilities  to 
improve  Windows  performance. 

Gives  you  more  programs  to  choose  from:  run 

DOS,  Windows  and  OS/2  programs. 


rail  1  800  3-IBM-OS2. 

In  Canada,  call 
1  800  465-7999.  OS/2 
for  W  indows  is  also 
available  at  local  software  dealers.  After  all, 
your  Windows  could  use  a  little  fresh  air. 

Operate  at  a  higher  level.™ 

look  into. 

This  ad  was  created  by  LINTAS  and  got  to  this  publication  on  time 
using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM  and 
S&         OS/?  are  reg  sti  n  d  traden  arks  and  "Operate  at  .1  h  gher  level 
is  a  trademark  of  International  Business  Machines 
Corporation  Windows  is  a  trademark  of 
Microsoft  Corp  All  other  products 
are  trademarks  or  registered 
trademarks  of  their 
respective  companies 
©  1993  IBM  Corp 
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413  TYCO  INTERNATIONAL  306 

One  Tyco  Park,  Exeter,  NH  03833/603  778  9700 

317  TYSON  FOODS  201 

2210  Oaklown  Or,  Sprmgdale,  AR  72/62/  501  290  4000 


540  503 


290  400 


u 


217 


93 


379  U.S.  BANCORP  451 

111  SW  Fifth  Ave,  Portland,  OR  M204/503-275-6I1I 

443  U.S.  CELLULAR  944      921  687 

8410  West  Bryn  Mowr  Ave,  Chicogo,  II  60631/312-399-8900 

132  U.S.  HEALTHCARE  354      185  657 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215-6284800 

809  U.S.  SURGICAL  631      769  678 

150  Glover  Ave,  Norwalk,  0  06856/203-845-1000 

307  UAL  49      923  149 

1200  East  Algonquin  Rd,  Elk  Grove  Villoge,  It  60007/708-9524000 

976  UOI  743  803 

460  North  Gulph  Rd,  Volley  forge,  PA  19482/215-337-1000 

623  UJB  FINANCIAL  650  563 

301  Cornegie  Center,  Princeton,  NJ  08543/609-987  3200 

719  ULTRAMAR  388      499  609 

Two  Pickwick  Plozo,  Greenwich,  O  06830/203-622  7000 

542  UNIFI  561      411  743 

7201  West  Friendly  Ave,  Greensboro,  NC  27410/910-2944410 

842  UNION  BANK  579      516  114 

350  Colllornio  51 ,  5an  froncisro,  CA  94104/415-445-0200 

301  UNION  CAMP  308      690  341 

1600  Valley  Rd,  Woyne,  NJ  07470/201-628-2000 

279  UNION  CARBIDE  209      321  335 

39  Old  Ridgebury  Rd,  Oonbory,  O  06810/203-794-2000 

267  UNION  ELECTRIC  436      189  260 

1901  Chouteau  Ave,  St  Louis,  M0  63103/314-342-1000 

66  UNION  PACIFIC  137        62  130 

Eighth  and  Eaton  Aves.  Bethlehem,  PA  18018/610-861-3200 

534  UNION  TEXAS  PETROLEUM   763  807 

1330  Post  Ook  Blvd,  Houston,  IX  77056/7I3-623-6S44 

403  UNISYS  135  150 

Township  Line  I  Onion  Meeting  Rds,  Blue  Bell,  PA  19422/215-986-4011 


693 


45 


660 


236 


824 


632 


123 


324 


801 


209 


177  153 


755  UNITED  ASSET  MGMT.        861  667 

One  International  Place,  Boston,  MA  02110/617  330-8900 

148  UNITED  HEALTHCARE         372  277 

9900  Been  Rd  East,  Minnetonko,  MN  55343/612  936-1300 

102  UNITED  TECHNOLOGIES        25  106 

Onited  technologies  Bldg,  Hartford,  0  06101/203-728-7000 

445  UNITRIN  562  468 

One  Eost  Worker  Dr.  Chicago,  IL  60601/312-6614600 

881  UNIVERSAL  FOODS  696  647 

433  Eost  Michigan  Si ,  Milwaukee,  Wl  53202/414-271-6755 

140  UNOCAL  139  159 

1201  West  fifth  St ,  Los  Angeles,  CA  90017/213-977-7600 

235  UNUM  286 

2211  Congress  Si ,  Portland,  ME  04122/  20  7  770-2211 

188  UPJOHN  259      139  334 

7000  Portage  Rd,  Kolomajoo,  Ml  49001/616-3234000 

40  US  WEST  93  112 

7800  East  Orchard  Rd,  Engiewood,  CO  80111/303-793-6500 

679  USFSG  295  385 

100  Light  5! ,  Baltimore,  MD  21202/410  547  3000 

723  USG  NR        NR  520 

125  South  Franklin  St ,  Chicago,  IL  60606/312-6064000 

870  USLIFE  512      463  255 

125  Moiden  Lane,  New  York,  NY  10038/212  709  6000 

171  UST  634      147  813 

100  West  Putnam  Ave,  Greenwich,  CT  06830/203-661 1100 

196  USX -MARATHON  GROUP       69      899  184 

600  Grant  St ,  Pittsburgh,  PA  15219/412433-1121 

327  USX-U.S.  STEEL  GROUP      176      970  261 

600  Grant  St ,  Pittsburgh,  PA  I5219/4I2433-II2I 

670      'MCORP  UNITED  518      500  454 

911  Main  St,  Kansas  Cily,  MO  64105/8I642U600 
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931  VALASSIS  COMMUNS.  785 

2972  Slender  Way,  livomo,  Ml  48150/313-591-3000 

821  VALERO  ENERGY  596  777 

530  McCullough  Ave,  Son  Antonio,  TX  7821 5/2IIT246-2000 

986  VALLEY  BANCORP.  896      71  1 

100  West  Lawrence  St,  Appleton,  Wl  54911/414-738-3800 

987  VALLEY  NATIONAL  943  662 

1445  Volley  Rd,  Wayne,  NJ  07470/201-305-8800 

861  VALSPAR  752  740 

1101  Third  St  South,  Minneapolis,  MN  55415/612-332-7371 

724  VALUE  HEALTH  792  875 

22  Wotervrlle  Rd,  Avon,  CI  06001/203-678-3400 

932  VANGUARD  CELLULAR        973  908 

2002  Pisgah  Church  Rd,  Greensboro,  NC  27455/910-282  3690 

681  VARIAN  ASSOCIATES         567  685 

3C50  Hansen  Way,  Palo  Alto,  CA  94304/4154934000 

468  VARITY  336  635 

672  Delaware  Ave,  Buffalo.  NY  14209/716^88-8000 

308  VF  224  225 

1047  North  Pork  Rd,  Wyomissing,  PA  19610/215-378-1151 

257  VIACOM  444  311 

1515  Broadwoy,  New  York,  NY  10036/212  258-6000 

836  VIKING  OFFICE  PRODS.      847  833 

13809  Soulh  figueroo  St ,  Los  Angeles,  CA  90061/213  3214493 

969  VISHAY  711  729 

63  Lincoln  Hwy,  Malvern,  PA  19355/21 S-644H300 

956  VONS  190  792 

618  Michilbnda  Ave,  Arcadia,  CA  91007/818-821 7000 

950  V0RNAD0  REALTY  986  854 

Pork  80  West,  Saddle  Brook,  NJ  07662/201  587-1000 

510  VULCAN  MATERIALS  626  491 

One  Metroplex  Dr,  Birmingham,  Al  35209/205-877  3000 


w 


170  WACHOVIA  341  102 

301  North  Main  St ,  Winston-Salem,  NC  27102/910-770-5000 

4  WAL-MART  STORES  4  9 

702  SW  f  ighlh  St ,  Benlonville,  AR  72716/501  2734000 

190  WALGREEN  1  18  221 

200  Wilmot  Rd,  Deerfield,  IL  600I5/70B-940-2500 

957  WALLACE  COMPUTER         81  2  723 

4600  West  Roosevelt  Rd,  Hillside,  IL  60162/708449-8600 

103  WARNER-LAMBERT  170  196 

201  labor  Rd,  Morris  Plains,  NJ  07950/201 540-2000 

876  WASHINGTON  FEDERAL  SSL  924  471 

425  Pike  St ,  Seattle,  WA  98101/206-624-7930 

908  WASHINGTON  GAS  LIGHT    704  649 

1100  H  St  NW,  Washington,  DC  20080/703-7504440 

633  WASHINGTON  MUTUAL       615  300 

1201  Third  Ave,  Seattle,  WA  98101/206461  2000 

349  WASHINGTON  POST  532  337 

1150 15th  St  NW,  Washington,  DC  20071/202  334-6000 

850  WASHINGTON  WATER         778  517 

East  1411  Mission  Ave,  Spokane,  WA  99202/5094894)500 

909  WATTS  INDUSTRIES  844  776 

815  Chestnut  St ,  North  Andover,  MA  01 84 5/ 508-688 181 1 

934  WAUSAU  PAPER  MILLS       886  737 

One  Clork's  Island,  Wousau,  Wl  54402/715-845-5266 

788  WEINGARTEN  REALTY        979  799 

2600  Citadel  Ploro  Dr,  Houston,  TX  770  08/713-8  66-6000 

706  WEIS  MARKETS  546  571 

1000  South  Second  St ,  Sunbury,  PA  17801/717-2864571 

412  WELIFLEET  COMMUNS.       935  731 

Eight  federal  St ,  Billerico,  MA  01821/508-670-8888 

296  WELLPOINT  HEALTH  385  287 

2IS55  Oxnord  St ,  Woodland  Hills,  CA  91367/818-7034000 

116  WELLS  FARGO  196  77 

420  Montgomery  St ,  Son  Francisco,  CA  94163/4154  77  100  0 
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511  WENDY'S  INTERNATIONAL   575  539 

4288  West  Dublin-Gcanville  Rd,  Dublin,  OH  43017/614-764-3100 

978  WERNER  ENTERPRISES       880  812 

Interstate  80  8  Hwy  50,  Omaha,  Nf  68137,  402  895  6640 

863  WESCO  FINANCIAL  974  888 

301  Eosl  Colorado  Blvd,  Posodeno,  CA  91101/818  585^700 

843  WEST  ONE  BANCORP  800  514 

101  South  Capital  Blvd,  Boise,  ID  83702/208-383-7165 

966  WESTERN  GAS  RESOURCES  687 

12200  North  Pecos  St,  Denver,  CO  80234/303452-5603 
487  WESTERN  RESOURCES  464 

818  Kansas  Ave,  Topeko,  KS  66612/913-575-6300 

184  WESTINGHOUSE  ELECTRIC  113 

II  Stonwix  St ,  Pittsburgh,  PA  15222/412-244-2000 
421  WESTVACO  398 

299  Pork  Ave,  New  York  NY  10171/212-688-5000 

87  WEYERHAEUSER  100 

33663  Weyerhaeuser  Way  South,  Federal  Way,  WA  98003/206-924-2345 

281  WHEELABRAT0R  623      325  446 

3003  Butlerfield  Rd,  Oak  Brook,  IL  60521/708-572  8800 

194  WHIRLPOOL  138 

2000  M-63,  8enton  Horbor,  Ml  49022/616-923-5000 

528  WHITMAN  371 

3501  Algonquin  Rd,  Rolling  Meadows,  IL  60008/708-818  5000 

318  WILLAMETTE  INDUSTRIES    359  423 

1300  SW  fifth  Ave,  Portland,  OR  97201/503-227  5581 

393  WILLIAMS  389 

One  Williams  Center,  Tulsa,  OK  74172/918-588-2000 

854  WILMINGTON  TRUST  883 

1100  North  Market  St,  Wilmington,  DE 19890/302-651-1000 

266  WINN-DIXIE  STORES  82  236 

5050  Edgewood  Court,  Jacksonville,  Fl  32254/904-783-5000 

380  WISCONSIN  ENERGY  507  278 

231  West  Michigan  Si ,  Milwaukee,  Wl  53203/414-221-2345 

531  WITCO  428  846 

520  Madison  Ave,  New  York,  NY  10022/212-605-3800 

68  WMX  TECHNOLOGIES  107 

3003  Butlerfield  Rd,  Oak  Brook,  IL  60521/708  572  8800 

346  W001W0RTH  98 

233  Broadway,  New  York,  NY  10279/212  553  2000 
513  WORTHING! ON  INDUSTRIES  613 

1205  Dearborn  Dr,  Columbus,  OH  43085/6I443B32I0 

869  WPL  HOLDINGS  731 

222  West  Washington  Ave,  Madison,  Wl  53703/608  252-3311 

173  WRIGLEY  (WM.)  JR.  547  301 

410  North  Michigan  Ave,  Chicago,  IL  60611/312-644-2121 
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84  XEROX  48  972 

800  Long  Ridge  Rd,  Stamford,  CT  06904/203  968-3000 

659  XILINX  949      772  972 

2100  Logic  Or,  Son  Jose,  CA  95124/4  08-559-7778 

968  XTRA  914      746  768 

60  Stale  Si,  Boston,  MA  02109/617-367  5000 


Y  Z 


918  YELLOW  333      849  682 

10777  Borkley,  Overland  Park,  KS  66211/913-9674300 

597  YORK  INTERNATIONAL        440      560  662 

631  South  Richland  Ave,  York,  PA  17403/717  771-7890 
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Exclusively  For  Fidelity  IRA  Investors 


"FundsNetwork  Helped  Us  Buy 
Our  Favorite  No-Load  Funds 

ith  No  IRA  Fee" 


One  Call,  One  Statement  To  Buy  Top-Rated  Funds 
With  No  Transaction  Fees 

With  thousands  of  mutual  funds  to  choose  from,  it's  no  surprise 
so  many  of  today's  investors  are  looking  for  highly-rated,  proven 
choices.  Now,  Fidelity's  FundsNetwork  lets  you  invest  in  more  of  the 
no-load  funds  with  4-  and  5-star  risk-adjusted  ratings  by 
Morningstar1  —  without  a  transaction  fee. 

Today,  one  call  and  one  statement  does  it  all.  With  just  one  call 
to  FundsNetwork,  you  can  buy  and  sell  nearly  200  popular  no-load 
mutual  funds  at  no  extra  cost  to  you.  And  they're  summarized  and 
displayed  on  one  easy-to-read  Fidelity  statement. 

FundsNetwork  and  the  Fidelity  IRA: 

An  Easy,  Low-Cost  Way  To  Invest  For  Retirement 

Through  FundsNetwork  and  the  Fidelity  IRA,  you  can  also  take 
advantage  of  our  best  offer  ever  for  retirement  investors.  We'll 
waive  the  Fidelity  IRA  fee  if  any  fund  purchased  without  a  trans- 
action fee  through  FundsNetwork  has  a  balance  of  $5,000  or 
more.  '  And  you'll  enjoy  the  benefits  of  one  tax  package  for  easy 
recordkeeping.  Call  for  a  free  Fidelity  Brokerage  IRA  fact 
kit,  which  includes  a  FundsNetwork  Performance  Directory 
for  available  funds.  Please  read  fund  prospectuses  carefully  before 
vou  invest  or  send  monev. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 


Choose  from  these  leading  fund  families: 

BEN  HAM'  BERGER  •  DREYFUS 
EVERGREEN*  FIDELITY 

FOUNDERS* JANUS 
NEUBERGER  &  BERMAN 
STEINROE  •  STRONG 


Lipper  Mutual  Fund  Report  Service 

•  Individual  reports  available  on  more 
than  100  equity  funds 

•  Call  1-800-847-0342  for  more  details 
(M-F 8:00 a.m. -9:00 p.m.  ET) 


1-800-544-9697 


Fidelity 


Investments 


[Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  ofjanuarj  31,  1994.  The  ratings  arc  subject  to  change  every  month.  Morningstar  ratings  an'  calculated 
torn  tlii'  funds'  three-,  five-,  and  10-year  average  annual  returns  including  loads,  il  appropriate,  and  a  risk  factor  that  reflects  fund  performance  relative  to  three-month  Treasury  hill 
nonthl)  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  li\e  stars  and  22.5%  receive  lour  stars.  -All  underlying  fund  expenses  still  apply.  The  Berger  kind  family  may  charge  12b- 
I  fees  in  excess  of  0.25%.  'For  Fidelity  Self-directed  (Brokerage)  IKAs.  the  $20  annual  IRA  maintenance  fee  will  lie  waived  if  any  Fidelity  mutual  fund  position  is  at  least  $5,000  at  the  time 
>f  the  fee  hilling,  or  if  am  fund  position  purchased  without  a  transaction  fee  through  FundsNetwork  is  at  least  $5,000  at  the  time  of  the  fee  hilling.  For  more  complete  information,  induci- 
ng charges  and  expenses,  call  for  a  free  prospectus.  Read  il  carefully  before  vou  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  and 
•einstate  the  lees  with  respect  to  the  sale  or  purchase  of  any  kinds  Fidelity  reserves  the  right  to  charge  a  transaction  lee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares 
leld  less  than  si\  months)  on  funds  available  without  transaction  fees  in  a  twelve  month  period  If  you  purchased  a  no-load  fund  and  paid  a  transaction  fee.  vou  will  be  obligated  to  pay  a 
ransaction  fee  upon  its  sale.  This  program  is  subject  to  change  w  ithout  notice.  Share  prices  (except  lor  money  market  funds),  yields  and  returns  will  vary,  and  vou  may  have  a  gain  or  loss 
vjhen  mhi  sell  your  shares  Past  performance  is  no  guarantee  of  future  results.  Fidelity  Brokerage  Services,  Inc.  ("FBSI")  Member  NYSE,  Silt.. 


locial  Issues 


TAKE  TWO  EYES  OF  NEWT  AND 
CALL  ME  IN  THE  MORNING 


European-style  homeopathy  is  gaining  momentum  in  the  U.S. 


As  a  young  American  studying 
medicine  at  Germany's  Heidel- 
berg University,  Dr.  Alan  Shack- 
elford became  alarmed  when  his  four- 
year-old  daughter  developed  recurrent 
ear  and  sinus  infections  that  antibiotics 
didn't  control.  After  watching  her  night- 
time fits  of  coughing  and  vomiting, 
Shackelford  tried  a  200-year-old  Euro- 
pean remedy:  microscopic  doses  of  a 
plant  extract.  The  infections  quickly  van- 
ished. "It  was  absolutely  astonishing," 
he  recalls. 

That  was  five  years  ago.  Now  a 
physician  practicing  in  Boulder,  Colo., 
Shackelford  still  gives  his  daughter— 
and  some  of  his  pa- 
tients—such homeo- 
pathic medicines  for 
ailments  ranging  from 
stomach  aches  to  poi- 
son ivy. 

These  remedies  are 
based  on  the  theory 
that  "like  cures  like": 
Natural  substances 
that  cause  certain 
symptoms  allegedly 
cure  those  symptoms 
when   given   in  tiny 
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doses.  For  example,  fever-inducing  bel- 
ladonna, the  poisonous  plant  deadly 
nightshade,  is  used  to  fight  fever. 

For  the  vast  majority  of  American 
doctors  and  researchers,  homeopathic 
medicines  are  about  as  scientific  as  the 
witches'  brew  in  Macbeth.  In  fact,  eye  of 
newt  and  tongue  of  toad  could  easily 
be  homeopathic  ingredients.  At  the 
French  factory  of  a  major  producer, 
Lyon-based  Boiron,  tarantulas,  bees, 
squid  ink,  and  some  1,400  exotic  plants 
steep  in  steel  drums  filled  with  alcohol 
for  three  weeks.  The  essences  are  then 
diluted  so  greatly  that  barely  a  molecule 
remains  in  the  final  products:  tiny  gran- 


POPULAR  HOMEOPATHIC 
REMEDIES 


CD 


Ailment 

Remedy 

Common  name 

COUGH 

Arum  triphyllum 

Indian  turnip 

FLU 

Anas  barboriae 

Duck  heart /liver 

HEMORRHOIDS 

Sepia 

Cuttlefish  ink 

HERPES 

Rhus  toxicodendron 

Poison  ivy 

MIGRAINE 

Lac  caninum 

Dog's  milk 

SEASICKNESS 

Tabacum 

Tobacco 

DATA:  BUSINESS  WEEK 

ules  that  dissolve  under  the  tongue, 
drops  to  mix  in  water. 

Ta'o  centuries  after  a  German  sci< 
tist  invented  homeopathy,  no  one 
explain  how  it  works  or  even  prove 
does— beyond  the  power  of  suggests 
Yet  word-of-mouth  success  stories  li 
Dr.  Shackelford's  are  prompting  Ame 
cans  to  rediscover  this  old-time  medici: 
which  was  popular  in  19th  centu 
America  and  still  is  in  Europe. 

Bill  Clinton  may  be  among  the  c< 
verts.  Sources  say  a  Presidential  ai 
buys  homeopathic  remedies  at  a  N< 
York  pharmacy,  Hickey  Chemists  Lt 
to  treat  the  First  Patient's  sinus  pn 
lem.  The  pharmacy  refuses  comme 
WTiite  House  officials  say  the  Presider 
medications  are  a  personal  matter.  P 
ducers  say  U.  S.  consumers  paid  $ 
million  for  homeopathic  remedies  1 
year,  up  30%  a  year  for  the  past  fl 
years.  Kmart  Corp.  and  other  chal 
are  selling  the  products.  Harvard  Me| 
cal  School  has  offered  lectures  on  11 
subject. 

offbeat  CURES.  Homeopathy' s  new  pi 
ularity  is  part  of  growing  consumer  I 
terest  in  alternative  medicine,  inch! 
ing  acupuncture  and  chiropracli 
Disillusioned  by  conventional  median! 
high  cost,  side  effects,  and  frequent  fl 
ures,  "people  are  clamoring  for  this  k| 
of  health  care,"  says  Jay  Bornemfl 
vice-president  of  Standard  Homeopat| 
Co.,  the  biggest  U.  S.  producer.  Horn! 
pathic  products  require  no  prescript! 
and  usually  cost  far  less  than  ril 
medicines. 

Yet  as  the  U.  S.  seeks  new  heall 
care  solutions,  it's  missing  a  bet  by  1 
looking  more  deeply  into  homeopati 
its  backers  claim.  The  National  InJ 
tutes  of  Health  is  spending  a  m<| 
$30,000  on  a  one-year  study  of  homf 
pathy's  effectiveness,  with  results  (I 
next  fall.  The  American  Medical  Asl 
has  no  official  position  on  homeopathy! 
says  it's  watching  the  NIH  study. 

Manufacturers  aren't  waiting.  Til 
are  pushing  ahead  with  marketing  I 
forts  to  capitalize  on  America's  grow| 
penchant  for  off! 
cures.    Los  Angel 
based  Standard  Hoi 
opathic  is  testing 
spots  in  San  Die 
Seattle,  and  Tampa 
hopes  to  roll  out  a 
tional  TV  campaign 
June  for  its  top 
ling  product,  Hylar 
Calms  Forte,  an  ins< 
nia  remedy. 

German,  Dutch, 
French  companies 


SOCIAl 


It's  b 

pai/back  time 


There's  nothing  like  the 
distinct  sound  of  money 
pouring  out  of  your 
phone  system. 
And  right  into 
your  company's 
pockets.  Have 
you  heard  it  lately? 
Probably  not.  After  all, 
most  phone  systems  are 
viewed  as  merely  an  expense. 

But  a  ROLM  phone  system  can  actually 
help  your  company  make  more 
money.  It  can  also  make  you 
a  lot  more  productive  and  give 
you  a  nice,  healthy  return  on 
your  investment. 

Just  look  at  what  we  did  for 
C.R.  England  «S:  Sons,  a  national  trucking 
firm.  They  were  losing  almost  30%  of  their 
incoming  calls  before  they  could  answer  them. 

@1994ROLM 


ROLM  is  part  of  the 
Siemens  family  the 
world's  largest  private 
communication  systems 
manufacturer  Siemens 
has  helped  businesses 
run  more  efficiently 
for  over  1 40  years 


Jf  So  they  installed 
a  ROLM  telephone 
system.  Since  then, 
they've  been  able  to 
reduce  their  lost  calls 
I  from  30%  to  1%.  And  I  hey 
converted  all  those  hang-ups 
to  orders.  Sales.  Cash.  Dough. 
Five  Cherries.  Almost  Si 00.000 
per  month  to  be  exact. 
That's  a  heck  of  a  lot  of  silver  dollars. 
If  you'd  like  to  find  out  how  to  improve 
your  company's  bottom  line  and  serve  your 
customers  better,  give  us  a  call.  We'll  send  you 
a  free  booklet  called  "101  Ways  To  Make  Or 
Save  Money  With  Your  Phone  System." 

You'll  find  that  the  sound  of  money  can 
haw  quite  a  nice  ring  to  it. 


A  Siemens  Company 

1-800-ROLM-123  ext.  BW3 


e  Corporation 


moving  into  the  U.  S.  market.  France's 
Boiron,  which  claims  to  he  the  world's 
largest  producer,  has  opened  production 
laboratories  in  Philadelphia  and  Los  An- 
geles. It's  trying  TV  ads  in  Washington, 
D.  C,  and  New  York.  Boiron  makes 
homeopathy  \s  best-selling  product:  Os- 
cillococcinum,  said  to  prevent  flu  if  tak- 
en with  the  first  symptoms.  However, 
most  users  probably  don't  know  the 
product  is  homeopathic.  Nor  do  they 
know  its  ingredients— always  listed  in 
Latin:  the  heart  and  liver  of  wild  Bar- 
bary  ducks.  The  birds  are  carriers  of 
flu  virus. 

Boiron  is  giving  seminars  to  intro- 
duce American  doctors  to  homeopathy, 
and  it's  spending  $300,000  a  year  on 
U.  S.  research,  including  a  grant  to  the 
University  of  California  at  Los  Angeles 
medical  school  to  figure  out  how  its 
products  work.  "If  we  had  a  scientific  ba- 
sis, we'd  be  the  size  of  Merck,"  says 
Christian  Boiron,  chairman  of  the  pub- 
licly held  French  firm,  with  sales  of  $200 
million.  One  theory  is  that  homeopathic 
remedies,  like  vaccines,  crank  up  the 
body's  defenses.  There's  essentially  no 
government  regulation  of  homeopathic 
remedies,  on  the  grounds  that  doses  are 
so  tiny  they  can't  do  harm. 
cancer  CURES?  But  they  can,  opponents 
argue:  Homeopathy  can  lead  patients  to 
neglect  proven  treatment.  Like  old-time 
medicine  men,  homeopaths  claim  they 
can  cure  or  prevent  almost  anything, 
even  cancer.  "Few  of  us  would  treat  can- 
cer as  such,  but  it's  the  end  stage  of  a 
long  physical  imbalance,"  says  Dr.  Ed- 
ward Chapman,  a  Boston  physician  who 
is  president  of  the  American  Institute  of 
Homeopathy.  The  AIH's  roughly  300 
members  are  nearly  all  M.D.s  who  pre- 
scribe classic  medicines  as  well.  But  un- 
trained practitioners  abound. 

Skepticism  on  homeopathy  is 
widespread.  A  recent  Consumer  Reports 
article,  which  cited  the  lack  of  conclusive 
studies,  cast  serious  doubt.  Yet  many 
who  have  tried  it  claim  it  works.  "If  my 
two-year-old  gets  a  bruise,  I  give  him  ar- 
nica"—an  exotic  plant— "and  the  bruise 
disappears  before  your  eyes,"  says  Jerry 
Hickey,  owner  of  New  York's  Hickey 
Chemists.  Among  his  customers,  he 
says,  are  film  and  TV  stars  who  use  ar- 
nica after  plastic  surgery  to  prevent 
bruising.  Homeopathy  purportedly  works 
on  infants  and  animals,  which  boosters 
say  is  proof  that  the  remedies  aren't 
just  placebos. 

It  will  take  more  than  that  to  con- 
vince America's  medical  Establishment. 
But  makers  of  these  mystical  remedies 
are  finding  an  eager  U.  S.  market  await- 
ing them  nonetheless. 

By  Stewart  Toy  in  Lyon,  France,  with 
Mike  McNamee  in  Wash  i nylon  and  Ruth 
Pen/son  in  New  York 
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THE  SELLING  OF  A 
B-SCHOOL  GRAD.  1994 


BUSINESS  WEEK  pounds  the  pavement  with  a  soon-to-be-minted  MBi 


All  Nick  Hall  could  think  about  on 
the  midday  shuttle  from  Boston 
to  New  York  was  McKinsey  & 
Co.  The  voice  inside  his  head  kept  tell- 
ing the  second-year  MBA  student  that 
he  had  blown  his  morning  interviews 
with  the  prestigious  consulting  firm.  "I 
was  pretty  down  because  I  knew  it  went 
badly,"  says  Hall. 

But  the  British-born  student  from 
Dartmouth  College's  Amos  Tuck  School 
of  Business  had  little  time  to  dwell  on 
his  poor  showing.  He  had  cut  classes  to 
interview  with  McKinsey  at  a  hotel  near 
the  Harvard  business  school.  Within  a 
few  hours,  Hall's  afternoon  would  be 
filled  with  yet  another  grueling  round  of 
interviews  in  New  York— this  time  with 
Mercer  Management  Consulting  Inc. 

Hall's  hunt  for  employment  is  a  story 
that  more  than  45,000  full-time  MBA  stu- 
dents this  year  will  share  in  an  arduous 
annual  ritual.  Those  soon-to-be-minted 
mbas  are  feeling  the  pressure.  Hall,  for 
example,  quit  a  job  in  London  with  IBM 
that  paid  $57,000  a  year  to  attend  Tuck, 
where  he  went  into  hock  to  the  tune  of 
nearly  $40,000.  His  wife,  Jane,  pregnant 
with  twins,  had  even  left  her  $25,000-a- 
year  job  as  a  physical  therapist  to  come 
across  the  Atlantic  with  him. 
"UPBEAT  YEAR."  Luckily,  this  year's  class 
is  having  good  success  at  finding  jobs. 
The  market  for  MBAs  bottomed  out  in 
1990,  when  graduates  scrambled  for  a 
single  offer— a  far  cry  from  the  1980s, 
when  companies  couldn't  hire  enough 
people  with  the  so-called  Golden  Pass- 
port. Things  began  improving  in  1992, 
but  many  schools  report  a  jump  in  op- 
portunities this  year  because  consulting 
firms  and  investment  banks  have 
stepped  up  hiring.  "It's  definitely  an  up- 
beat year,"  says  Priscilla  E.  Geer,  direc- 
tor of  placement  at  Tuck.  She  estimates 
75%  of  Hall's  class  now  boasts  offers. 

I  >espite  widespread  corporate  layoffs, 
top-tier  B-schools  are  reporting  increas- 
es in  on-campus  interviews  and  job  of- 
fers. "A  lot  of  companies  that  held  back 
MBA  hiring  have  holes  in  their  manage- 
ment lineup,  and  they're  playing  catch- 


At  a  Boston 
billiards  duty 
Mercer 
consultants 
mingle  with 
Dartmouth's 
NickHall 
(center)  and 
other  MBAs 
during  "sell" 
weekend 


up,"  says  Maury  Hanig  an,  a  New  YoJ 
based  staffing  consultant  (table). 
Stanford  University,  companies  have  c 
ducted  9,200  interviews  so  far,  up  fr< 
8,000  last  year  and  only  4,000  in  19 
The  University  of  Texas  at  Austin's 
school  boasted  3,280  interviews  last  f 
up  from  2,200.  Offers  at  Northwest* 
University's  Kellogg  School  are  up 
over  last  year.  "The  days  of  the  multi 
job  offers  are  back,"  says  Karen 
I  )o\vd  of  the  I  'niversitj  of  Virgin] 
Darden  School. 

For  Hall  and  other  MBA  hopefuls,  h<j 
ever,  the  search  began  amid  continul 
fears  of  a  job  drought.  Hall  stalled  lin 
up  as  many  interviews  as  possible  in 
early  fall.  That  in  itself  was  no  e;| 
task,  because  half  of  the  on-campus 
interviews  at  Tuck  are  "closed"— by  ir 
tation  of  the  company.  The  other  I 
are  doled  out  by  the  school  in  a  bidd 
system  by  which  each  MBA  wagers  poi 
to  get  on  a  recruiter's  schedule, 
play  this  ridiculous  game  of  getting  or 
many  closed  lists  as  possible  so  we  d< 
use  up  all  our  points,"  says  Hall. 
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[e  apparently  played  the  game  well. 
I  landed  on  six  closed  lists  with  con- 
ing firms,  including  McKinsey,  Booz 
m  &  Hamilton,  and  Deloitte  & 
che's  consulting  arm.  He  used  his 
tted  1,000  points  to  gain  interviews 
1  an  additional  four,  including  Mercer 
Coopers  &  Lybrand.  He  also  sched- 
l  sessions  with  companies  in  London, 
i  as  IBM,  where  he  worked  for  five 
rs  after  earning  an  undergraduate 
ree  at  Cambridge  University.  All 
,  Hall  entered  the  recruiting  season 
l  14  scheduled  first-round  interviews 
Movember. 

'he  majority  of  his  initial  interviews 


•e  held  on  Tuck's  leafy  campus  in 
lover,  N.  H.  But  for  McKinsey,  he 
reled  to  Boston.  A  McKinsey  job  may 
1  be  the  ultimate  MBA  dream.  The 
l  hires  300  MBAs  a  year  and  typically 
s  among  the  highest  starting  sala- 
:  around  $80,000,  plus  a  $15,000  sign- 
Donus  and  a  yearend  premium  of  up 
!0%  of  salary. 

mged."  On  Jan.  13,  Hall  faced 
first  trio  of  interviews  with 
{insey  at  the  Guest  Quarters 
:e  Hotel  in  Boston.  Hall,  29, 
ssed  in  dark  pinstripes,  already 
;ed  the  part  of  a  high-priced 
sultant.  Those  first  sessions 
it  like  a  charm,  and  within  a 

hours,  he  was  invited  back  the 
•wing  day.  But  the  next  morn- 
didn't  go  nearly  as  well.  The 
nistry,  Hall  says,  wasn't  right, 
j  then  the  hotel  fire  alarm  re- 
;edly  sounded,  interrupting  an 
ady  intense  grilling.  "Halfway 
>ugh  the  interview  I  remem- 

thinking,  'I've  blown  this,'" 

recalls. 


RPORATION 


Four  hours  later,  he  began  a  series  of 
four  interviews  with  Mercer  consultants 
at  the  Four  Seasons  Hotel  in  New  York. 
To  lie  here  for  this  second  round  of  grill- 
ing was  a  coup  in  itself.  Mercer  screened 
nearly  5,000  MBA  candidates  at  13  busi- 
ness schools  this  year.  Only  700  of  those 
students  actually  gained  interviews  with 
the  firm,  and  230  were  called  back  for  a 
second  round. 

In  Hall's  final  session  of  the  day,  he 
sat  on  a  plush  couch  in  a  fourth-floor 
suite  across  from  a  rather  intimidating 
Mercer  vice-president.  Charles  B.  Wen- 
del,  a  Columbia  University  MBA  who 
rarely  wore  a  smile,  laid  out  the  facts  of 
a  case  study  requir- 
ing a  quick  analysis. 
Stripped  of  com- 
plexity, the  question 
demanded  that  Hall 
describe  how  a  com- 
mercial bank  should 
create  and  imple- 
ment a  major  mar- 
keting effort. 

Wendel  later  ex- 
plains why  consult- 
ing firms  typically 
use  so-called  case 
interviews:  "We 
want  to  get  the 
people  who  are  the 
most  mentally  alert 
and  intellectually 
alive,  and  the  ease 
approach  works  par- 
ticularly well,"  he 
says.  He  says  he  is 
looking  for  logic, 
poise,  and  insight— 
not  right  answers. 
Hall  apparently  passed  his  45-minute 
test  with  Wendel,  but  he  was  mentally 
and  physically  exhausted.  He  had  en- 
dured seven  case  interviews  in  two  cit- 
ies with  two  firms.  But  at  least  Hall 
had  a  sense  that  his  meetings  with  Mer- 
cer were  far  more  successful  than  those 
with  McKinsey. 


MBA  HIRING  PICKS  UP 


 MBAs  hired  

Selected  companies         Anticipated  (1994)  Actual  ( 1 993) 


McKIMSIY  300 

CITICORP  273 
COOPERS  &  LYBRAND 
BANKERS  TRUST 

FORD  MOTOR  75 
CS  FIRST  BOSTON  66 


SMITH  BARNEY  SHEARSON 

CSC  INDEX   

HEWLETT-PACKARD  50  

ELI  LILLY  15 


DATA:  BUSINESS  WEEK 


His  intuition  was  confirmed  five  days 
later  when  the  phone  rang,  interrupt- 
ing dinner.  Mercer  offered  him  a  job  as 
an  associate,  one  of  only  60  it  extended 
to  MBAs  this  year.  The  firm  says  Hall 
asked  insightful  questions  and  quickly 
got  to  the  key  issues  during  his  inter- 
views. On  average,  Mercer  is  paying 
MBA  recruits  $75,000  in  base  salary, 
$10,000  to  $20,000  in  a  sign-on  bonus, 
and  an  additional  yearend  bonus. 

The  firm  also  extended  an  invitation 
for  him  to  visit  its  Boston  offices,  where 
he  would  be  working,  for  the  weekend 
of  Jan.  28.  Hall  accepted  the  invite  but 
held  off  making  a  decision  about  the 
job.  Unfortunately,  Hall's  instincts  about 
McKinsey  were  also  right— he  was 
"dinged"  (rejected  in  MBA  talk). 
offers,  offers.  On  Jan.  28,  Hall  and 
his  wife  arrived  in  Boston  for  a  bit  of 
wooing  by  the  firm  and  some  partying 
with  other  MBAs  who  had  received  of- 
fers from  Mercer.  During  the  "sell" 
weekend,  MBAs  ate  dinner  at  the  Four 
Seasons  Hotel,  shot  pool  in  a  private 
room  at  the  Boston  Billiard  Club,  and 
rubbed  elbows  with  Mercer  partners  in- 
tent on  selling  the  firm.  Do  the  Mercer 
folks  talk  about  the  bad  along  with  the 
good?  "You're  not  going  to  spend  20 
minutes  telling  them  why  last  Thurs- 
day sucked,"  says  Mark  Teitell,  a  Mer- 
cer associate.  "But  if  they  ask  ques- 
tions, you're  going  to  answer  honestly, 
even  though  you  don't  want  to  dwell 
on  those  points." 

Hall  left,  still  not  ready  to  make  the 
tough  decision.  The  following  month 
brought  more  ups  and  downs.  By  March, 
he  had  three  more  offers:  Strategic  De- 
cisions Group  Inc.,  another  consulting 
firm;  his  former  London  employer,  IBM; 
and  Citicorp,  for  a  sales  and  trading  job. 

The  first  part  of  his  decision  was  geo- 
graphic. Hall  decided  to  stay  in  the  U.  S. 
He  then  weighed  the  advantages  of  con- 
sulting vs.  Citicorp,  deciding  he  was  best 
suited  to  be  a  consultant.  "I  have  this 
image  of  consultants  being  business  doc- 
tors," says  Hall.  "I  love  the  idea 
of  sitting  across  a  desk  and  saying, 
'Tell  me  your  symptoms,  and  I'll 
help  you  find  solutions.' " 

On  Mar.  4,  Hall  finally  accepted 
the  offer  from  Mercer,  a  larger 
firm,  which,  to  his  thinking,  offered 
a  wider  range  of  opportunities  than 
Strategic  Decisions.  "Of  my  four 
options,  Mercer  was  the  one  I  felt 
most  excited  about,"  he  says.  With- 
in 24  hours,  his  life  got  even  more 
exciting:  His  wife  delivered  the 
twins,  Harriet  and  Eleanor.  They're 
lucky  girls:  Their  father  is  graduat- 
ing in  a  year  when  the  opportu- 
nities seem  to  be  on  the  rise,  and 
the  future  looks  golden. 

By  Lori  Bongiorno  in  New  York 
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CAPITAt'CAIN 

Is  the  Cabinet  next  for  the  self-effacing  economic  policy  ace? 


POLICYMAKERS 

During  a  recent  visit  to  Capitol 
Hill,  Robert  E.  Rubin  was  wan- 
dering the  lobby  of  the  Hart  Sen- 
ate Office  Building  when  a  Senate  staff- 
er recognized  the  reed-thin,  sad-eyed 
figure  as  the  head  of  President  Clinton's 
National  Economic  Council.  Rubin  was 
searching  for  a  pay  phone,  and  the  staffer 
offered  the  use  of  his  office  instead.  After 
making  his  call,  Rubin  asked  for  direc- 
tions to  the  street  exit,  waved  off  the 
staffer's  offer  to  escort  him,  then  walked 
away— and  into  a  closet.  "I  couldn't  be- 
lieve it,"  recalls  the  staffer,  who  had  to 
show  Rubin  out  the  correct  door. 

It  wasn't  the  first  time  the  President's 
top  economic-policy  coordinator  had  trou- 
ble finding  his  way  around  Washington. 
After  28  years  on  Wall  Street,  Rubin  is 
traveling  in  uncharted  territory.  But 
don't  be  fooled  by  the  image  of  a  lost 
soul  meandering  the  corridors  of  power. 
As  any  savvy  congressional  staffer 
knows  by  now,  Robert  Rubin  has  be- 
come one  of  the  most  influential  mem- 
bers of  the  Clinton  Administration. 

The  simple  fact  is,  every  issue  with 
an  economic  policy  angle— and  that's 
nearly  all  of  them— makes  its  way  to 
Bob  Rubin's  desk  on  the  second  floor  of 
the  White  House  before  proceeding  di- 
rectly downstairs  to  the  Oval  Office.  At 
a  time  when  President  Clinton's  political 
and  foreign  policy  teams  seem  adrift, 
the  NEC  chief  has  set  up  an  economic-pol- 
icy apparatus  with  a  razor-sharp  focus. 
Clinton's  first  15  months  have  been 
blessed  by  the  sort  of  favorable  econom- 
ic climate  that  would  have  benefited  any 
President.  But  thanks  to  Rubin's  NEC, 
this  Administration  has  been  able  to 
harness  most  of  the  kind  winds  that 
have  blown  its  way. 
HOLD  THE  EGO.  That's  why  Rubin's  star 
is  shining  brighter  than  ever  just  as  the 
Whitewater  crisis  settles  darkly  over  the 
Clinton  White  House.  As  heads  roll,  the 
former  co-chairman  of  Goldman,  Sachs 
&  Co.  may  be  a  beneficiary.  Treasury 
Secretary  Lloyd  M.  Bentsen,  73,  has 
hinted  to  friends  that  he  may  pack  it  in 
at  the  end  of  this  year.  And  Bentsen's 
deputy,  Roger  C.  Altman,  has  been 
singed  by  news  that  he  gave  the  White 
House  a  Whitewater  briefing  in  his  ca- 
pacity as  acting  director  of  the  Resolu- 
tion Trust  Corp.— an  apparent  conflict  of 
interest.  Altman,  a  longtime  Clinton  pal, 
had  been  so  sure  of  moving  up  eventual- 
ly that  he  had  all  but  chosen  a  new  dec- 
orator for  Bentsen's  office.  Now  if  Bent- 
sen  goes,  Rubin  seems  the  heir-  apparent. 

The  Treasury  job,  however,  could 
prove  a  much  larger  challenge  for  Rubin 
than  the  NEC.  If  the  current  rise  in  long- 
term  interest  rates  sours  the  economy, 


his  reputation  for  financial  wizardry  will 
likely  suffer.  And  to  succeed  in  the  high- 
ly public  Cabinet  post,  Rubin  would  have 
to  learn  to  play  hardball.  His  success 
so  far  has  its  roots  in  the  same  qualities 
that  make  him  seem  like  such  a  Wash- 
ington greenhorn:  a  self-effacing  style 
that  leaves  ego  at  the  door  in  favor  of 
making  policy  through  consensus.  Pit- 
ted against  the  capital's  most  powerful 
political  forces,  it  doesn't  always  work. 
"The  unassuming  style  goes  only  so  far," 
says  one  Senate  Republican  staffer.  "Can 
he  handle  Congress  and  the  public  spot- 
light? No  one  knows." 

What  most  agree  on  is  that  Rubin 
has  done  a  remarkable  job  of  imposing 
his  personal  style  on  a  process  that  in 
previous  Administrations  has  been  rife 
with  empire-building  and  the  resulting 


disorder.  One  White  House  staffer  lik<§ 
working  with  the  NEC  boss  to  a  gradul 
seminar  in  economics.  Rubin,  who  qui 
ly  insists  that  NEC  participants  leave 
their  private  agendas,  consciously  st; 
in  the  background  so  others  can  feel  ' 
warmth  of  the  spotlight.  In  his  > 
meetings,  everyone  is  expected  to  t 
so  all  points  of  view  are  heard  and  c 
sidered.  The  collegial  approach  disc- 
rages  warfare  among  staffers  and  C; 
net  officials,  a  common  occurrence 
the  Bush  Administration.  Rarely  do  c 
tradictory  policies  get  bucked  up  to 
President. 

Part  of  the  reason  is  the  structure 
the  Council  itself— a  Clinton  innovati 
Under  previous  Administrations,  the  \ 
ious  constituents  involved  in  econoi 
policy  each  formulated  their  own 
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swers  to  problems— 
and  often,  they  fought 
bitterly  among  them- 
selves for  influence 
within  the  Oval  Office. 
The  Clinton  Adminis- 
tration's NEC,  by  con- 
trast, corrals  represen- 
tatives from  all  the 
agencies  and  forces 
them  to  hammer  out  a 
unified  approach. 
the  wizard.  Given 
carte  blanche  to  man- 
age that  process  as  he 
saw  fit,  Rubin  chose  as 
his  model  the  enor- 
mously successful  part- 
nership structure  he 
had  helped  implement 
at  Goldman  Sachs  af- 
ter 26  years  spent 
climbing  from  bond  ar- 
bitrageur to  co-chair- 
man. Unlike  many 
Wall  Street  firms 
where  huge  egos  pre- 
dominate, Goldman 
discovered  that  it 
could  make  a  fortune— 
an  estimated  $2.7  bil- 
lion in  pretax  profits 
last  year— without  seri- 
ous infighting.  A  pri- 
vate partnership  run 
by  co-managing  part- 
ners, it  was  designed 
to  rely  on  consensus 
among  its  leaders. 

In  Washington,  Ru- 
bin's style  created  re- 
sults right  away.  Al- 
lied with  Bentsen  and 
Budget  Director  Leon 
E.  Panetta,  he  per- 
suaded Clinton  to 
launch  a  major  assault 
he  deficit.  He  also  talked  the  Presi- 
,  into  canning  the  class-warfare  rhet- 
that  marked  his  Administration's 
y  days.  "I  felt  it  adversely  affected 
confidence  of  people  who  make  eco- 
ic  decisions,"  says  Rubin.  The  payoff, 
redicted,  would  be  a  drop  in  interest 
s— an  economic  growth  tonic  that 
Id  more  than  offset  the  contraction- 
effects  of  budget-cutting.  When  long- 
l  rates  plunged,  Rubin  was  crowned 
izard  by  his  colleagues.  The  Presi- 
-  was  smitten. 

ubin  also  played  a  key  role  in  Clin- 
i  other  1993  coup:  passing  the  North 
irican  Free  Trade  Agreement.  To- 
er  with  Bentsen  and  White  House 
f  of  Staff  Thomas  F.  "Mack"  Mellar- 
il, Rubin  persuaded  Clinton  to  go 
mt  for  nafta— at  the  risk  of  offend- 


ing organized  labor  or,  worse,  getting 
humiliated  by  Congress. 

At  a  key  meeting  during  the  process, 
Rubin  arranged  it  so  that  Bentsen,  a 
strong  NAFTA  supporter,  would  speak 
first.  Bentsen,  the  most  senior,  most  po- 
litically astute,  and  most  respected  mem- 
ber of  the  NEC,  delivered  an  emotional 
stemwinder,  warning  that  Clinton's  rep- 
utation as  a  leader  could  crumble  if  he 
backed  away.  When  Bentsen  finished, 
"the  room  fell  silent,"  recalls  one  par- 
ticipant. "Everyone  knew  which  side 
would  prevail,  and  why  Bob  Rubin  set  it 
up  that  way." 

A  more  recent  example  of  Rubin's 
team-building  approach  came  in  Janu- 
ary. The  Administration  was  deeply  di- 
vided over  how  to  handle  a  flood  of  Rus- 
sian aluminum  that  was  depressing 
prices  on  the  world  market.  With  Amer- 
ican aluminum  companies  threatening 
an  antidumping  complaint,  the  Com- 
merce Dept.  and  the  U.  S. 
Trade  Representative 
wanted  to  bully  the  Rus- 
sians to  cut  aluminum  pro- 
duction. Treasury,  the 
Council  of  Economic  Ad- 
visers, and  the  Office  of 
Management  &  Budget  op- 
posed the  idea,  arguing 
that  an  antidumping  case 
would  actually  be  less 
harmful  to  Russia.  The 
State  Dept.  and  the  Na- 
tional Security  Council 
meanwhile  feared  an  an- 
tidumping case  would  send 
a  message  to  the  world 
that  the  U.  S.  was  refus- 
ing to  aid  the  struggling 
nation. 

early  warnings.  During 
one  90-minute  meeting, 
Rubin  guided  the  15  senior 
officials  toward  a  decision 
by  asking  a  few  key  ques- 
tions that  got  to  the  heart 
of  the  trade-offs  involved. 
What,  Rubin  wanted  to 
know,  would  each  option 
really  do  to  the  world 
price  of  aluminum?  As  it 
turned  out,  there  wasn't 
enough  difference  to  justify  making  the 
decision  on  economic  grounds.  It  became 
obvious  that  foreign  policy  concerns 
should  rule  the  outcome.  So  Rubin 
kicked  the  issue  to  Deputy  Secretary 
of  State  Strobe  Talbott.  The  Russians 
were  eventually  persuaded  to  cut  back 
exports. 

But  Rubin's  gentle,  let-us-reason-to- 
gether  style  has  its  limits,  especially 
when  confronted  with  the  full  weight  of 
Washington  politics.  Consensus  manage- 
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ment  broke  down  on  health-care  reform 
when  no  one  on  the  NEC,  including  Ru- 
bin, was  willing  to  take  on  powerful 
First  Lady  Hillary  Rodham  Clinton  over 
the  size  of  the  package. 

Rubin  raised  early  warnings  that  Clin- 
ton's health-care  proposals  were  too  ex- 
pensive. So  did  other  NEC  heavyweights- 
including  Bentsen,  Panetta,  and  Laura 
D' Andrea  Tyson,  chair  of  the  Council  of 
Economic  Advisers.  But  the  Economic 
Council  didn't  fight  for  any  changes  save 
a  slightly  longer  phase-in  period,  and  it 
has  become  clear  that  a  tougher  stance 
might  have  produced  a  version  more  ac- 
ceptable to  Congress.  "This  shows  the 
limits  of  consensus,"  complains  one  senior 
official  who  opposes  the  health  plan.  "On 
most  issues,  nice  and  collegial  works.  But 
the  plan  might  have  been  more  realistic  if 
there  was  more  shouting  and  desk-pound- 
ing at  NEC  meetings." 

Such  tactics  just  aren't  in  Bob  Ru- 
bin's playbook.  On  the 
contrary,  the  thing  that 
most  bugs  him  in  subor- 
dinates is  excessive  shows 
of  confidence.  Gene  Sper- 
ling, Rubin's  35-year-old 
deputy,  says  the  only  time 
Rubin  loses  his  patience  is 
when  Sperling  gets  too 
cocky.  "How  can  you  be 
so  sure  you're  right?"  Ru- 
bin will  snap. 

Rubin  himself  is  impos- 
sible to  pigeonhole.  Born 
in  Manhattan  but  raised 
in  Miami  Beach,  he  ma- 
jored in  economics  at  Har- 
vard University.  He  was 
particularly  influenced  by 
a  philosophy  professor, 
Raphael  Demos,  who 
taught  him  to  retain  a 
healthy  skepticism  toward 
the  established  wisdom 
and  to  go  beyond  some- 
thing's face  value  to  as- 
sess its  internal  worth.  Af- 
ter attending  the  London 
School  of  Economics,  Ru- 
bin got  a  law  degree  from 
Yale.  But  two  years  at  the 
Wall  Street  law  firm  of 
Cleary,  Gottlieb,  Steen  &  Hamilton  con- 
vinced him  law  wasn't  his  thing.  He 
joined  Goldman,  Sachs  &  Co.  in  1966, 
in  the  risk  arbitrage  department. 

Wall  Street  made  Rubin  fabulously 
wealthy— he  earned  $26.5  million  in  1992 
alone— and  taught  him  the  value  of  fiscal 
conservatism.  But  when  it  comes  to  so- 
cial policy,  he  leans  left,  particularly  in 
regard  to  America's  ghettos.  "It's  in  ev- 
eryone's enormous  self-interest  to  solve 
the  problems  of  the  inner  cities,"  he 
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says.  Such  convictions  led  him  to  be- 
come a  prominent  Democratic  donor  and 
fund-raiser. 

When  Hill  Clinton  came  along,  the 
two  were  a  perfect  fit.  While  Rubin  was 
first  rumored  as  a  choice  for  Treasury 
chief,  Clinton  offered  him  the  NEC  job 
because  he  wanted  a  consensus  builder 
in  the  post.  "I  wouldn't  have  taken  this 
job  if  Bob  weren't  there,"  says  Bentsen, 
who  knew  that  an  egotistical,  power- 
hungry  NEC  chief  could  make  a  Treasury 
Secretary's  life  miserable. 

If  Bentsen  does  retire,  however,  Ru- 
bin would  face  a  big  adjustment  in  re- 
placing him.  Aside  from  fund-raising, 
the  NEC  chief  has  had  scant  experience 
with  the  glad-handing,  bullying  side  of 
politics.  Even  his  supporters  admit  that 
he  seems  uncomfortable  in  public  ap- 
pearances. And  as  the  Administration's 
chief  economic  spokesman,  the  Treas- 
ury Secretary  is  supposed  to  grace  the 
Sunday  morning  talk  shows  with  a  re- 
assuring manner— a  talent  that  Rubin 
hasn't  developed. 

sharp  FOCUS.  Rubin  insists  he  hasn't 
given  the  Treasury  job  much  thought. 
But  already  he  has  found  White  House 
work  more  frustrating  than  he  expected. 
While  he  says  the  experience  is  "fasci- 
nating and  very  exciting,"  he's  plainly 
awed  by  the  power  both  lawmakers  and 
the  media  have  to  pick  apart  every  pol- 
icy initiative.  "The  government  and  the 
workings  of  Congress  are  far  more  com- 
plex than  I  realized,"  he  says.  "Some- 
times I  think  it's  actually  the  media  that 
run  this  town." 

The  important  thing,  he  says,  is  to 
stay  focused  on  the  economy  and  keep 
the  forward  momentum  going.  While 
the  Whitewater  affair  has  disrupted 
most  White  House  operations,  Rubin  has 
managed  to  keep  it  from  distracting  him. 
Dealing  with  an  insider-trading  scandal 
at  Goldman  Sachs  in  1990  taught  him 
how  to  keep  his  mind  on  business  in 
the  face  of  a  storm.  He's  sure  Whitewa- 
ter will  cause  some  short-run  pain,  but 
the  real  harm  will  come  if  the  economy 
turns.  Then,  none  of  the  White  House 
jobs  would  be  much  fun. 

Already,  the  recent  current  upward 
trend  in  interest  rates  is  boding  ill.  Af- 
ter reaching  a  low  of  5.8%  last  fall— a 
drop  of  two  full  percentage  points  since 
Clinton's  election— 30-year  Treasury 
bonds  have  given  up  more  than  half 
their  gains.  While  no  one  in  the  Clinton 
Administration  is  predicting  an  econom- 
ic slowdown,  they  are  worried.  Bob  Ru- 
bin has  kept  the  economic  team  purring. 
But  if  the  economy  falters,  he  will  face 
much  bigger  challenges  than  finding  his 
way  around  the  Hart  Senate  Office 
Building. 

By  Owen  UUrnann  and  Paul  Magnus- 
son  in  Washington 
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MUTUAL  FUNDS  I 


TIME  TO  TAKE 
A  LOAD  OFF? 


Selling  funds  with  up-front  commissions  is  becoming  an  uphill  sl< 


When  financial  planner  William 
S.  Young  started  selling  mu- 
tual funds  back  in  1978,  near- 
ly all  the  funds  he  sold  to  clients  came 
with  a  steep  8.5%  up-front  commission, 
or  "load."  Sure,  loads  have  since  come 
down.  "But  there  was  less  resistance  to 
an  8.5%  load  then  than  a  4.5%  load  now," 
sighs  Young  of  First  Financial  Group  in 
Baltimore.  "People  just  don't  like  paying 
loads." 

Indeed  they  don't.  During  the  great- 
est boom  in  mutual-fund  history,  the 
load  funds,  which  tack  on  commissions  to 
pay  the  brokers  to  sell  their  funds,  have 
been  losing  market  share  to  the  no- 
loads.  With  hefty  advertising  budgets 
and  clever  marketing  to  increasingly  so- 
phisticated investors,  no-loads  have 
steadily  bolstered  their  share  of  stock- 
and  bond-fund  assets  from  24.5%  in  1987 
to  36%  last  year.  That  amounts  to  a 
shift  of  $150  billion  worth  of  assets  un- 
der management. 

But  now,  load-fund  companies  are 
fighting  back.  They're  combating  the  di- 
rect marketers,  such  as  Fidelity,  Van- 
guard, and  Dreyfus,  by  acting  a  lot  like 
them.  They're  ramping  up  their  adver- 
tising and  rejiggering  the  sales  charges 
on  their  funds  to  make  them  appear 
more  like  no-loads. 

The  battle  over  loads  has  nothing  to 
do  with  who  has  better  investment  re- 
sults. Evidence  shows  that  no-loads,  on 
average,  perform  as  well  as  load  funds. 
Of  course,  the  load-fund  buyer  bears  an 
expense  a  no-load  investor  doesn't  have. 
"ABDICATED."  So  why  pay  a  load?  Exec- 
utives at  load-fund  companies  admit 
they've  done  a  poor  job  of  explaining 
the  load  to  investors.  The  load,  they 
say,  pays  for  a  service  that  the  no-load 
companies  don't  provide:  the  financial 
planning  and  investment  advice  a  broker 
should  furnish.  "The  full-service  industry 
has  abdicated  the  entire  issue  to  direct 
marketers,"  says  Richard  A.  Redeker, 
president  and  CEO  of  Prudential  Mutual 
Fund  Management  Co.  "The  battle- 
ground was  being  focused  on  the  wrong 
issue  [price]."  Industry  executives  also 


say  they  have  a  need  to  counterbalai 
what  they  view  as  a  bias  against  k 
funds  in  the  financial  press.  "The  me 
is  tilted  towards  do-it-yourself,"  sj 
William  N.  Shiebler,  senior  managi 
director  of  Putnam  Cos.,  a  major  lo 
fund  manager. 

Putnam's  campaign,  which  has  be 
running  for  six  weeks  in  print  media, 
dresses  head-on  the  case  for  buy: 
funds  through  an  investment  prof 
sional.  "Would  you  assume  the  role 


THE  LOAD  FUND 
LOSE  MARKET  S 


PERCENT  OF 
STOCK  AND  BON 
MUTUAL-FUND  ASS 
UNDER  MANAGEM 


DATA:  INVESTMENT  COMPANY  INSTIT 
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your  family  doctor  without  the  app 
priate  training,  talent,  or  time?"  a; 
one  ad.  Roger  T.  Servison,  a  manag 
director  at  Fidelity  Investments,  sc< 
at  the  ads.  "They  are  trying  to  sc 
people  into  believing  they  really  n< 
a  broker,"  he  says. 

Of  course,  the  sheer  number  and 
riety  of  funds  can  be  daunting.  Th; 
the  theme  Alliance  Capital  Managem 
LP  is  playing  in  its  $5  million  campa 
launched  on  cable  TV  a  few  weeks  a 
In  one  of  three  commercials, 
fortysomething  couple  pores  over  sc. 
of  mutual-fund  brochures  through 
course  of  a  day  but  gives  up  in  e> 
Iteration.  (Wife:  "Our  retirement  is  so 
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re  in  this  room." 
band:  "Yes,  but  what 
ire  do  with  our  mon- 
')  The  ads  are  f ol- 
id by  an  800  phone 
iber  that  will  refer 
caller  to  a  financial 
ser  who  sells  Al- 
ze  products.  "We 
t  to  support  the 
keting  efforts  of  the 
icial  advisers,"  says 
lael  Laughlin,  ehair- 
of  Alliance  Fund 
ributors. 

E  YOUR  PICK.  To  meet  the  competi- 
,  load  funds  are  also  changing  the 
they  levy  fees.  Many  offer  investors 
loice  of  "A"  and  "B"  shares  within 
same  fund.  The  A  shares  have  a 
itional  front-end  load,  in  which  a 
lk  of  the  initial  investment  pays  the 
[er's  commission.  In  the  B  shares, 
company  advances  the  broker  a 
mission  and  earns  it  back  through  an 
ml  12(b)-l  fee  that  is  levied  on  the 
assets  of  the  fund, 


MM 


FRONT-END  LOAD 


BACK-END  LOAD 


illy  about  1%  a  year.  B  shares  also 
y  a  declining  back-end  load  or  re- 
ption  charge,  which  is  paid  only  if 
investor  leaves  the  fund  before  a 
ain  time.  Depending  on  the  fund, 
can  be  three  to  six  years— the 
unt  of  time  it  takes  for  the  fund 
pany  to  recoup  the  commission, 
m  the  redemption  fee  comes  off, 
y  fund  companies  convert  B  shares 
A  shares.  That  way,  investors  will 
anger  have  to  pay  the  high  12(b)-l 
ge. 

sople  seem  to  like  B  shares  because, 
l  a  no-load  fund,  all  the  money  goes 
ork  right  away.  At  Merrill  Lynch  & 
which  was  the  first  to  offer  A  and 


B  shares  in  all  its  funds,  some  70%  of 
new  money  goes  into  B  shares.  Among 
all  load  funds,  back-end  shares  com- 
manded 33.9%  of  the  sales  last  year,  up 
from  26%  in  1992,  according  to  Financial 
Research  Corp. 

But  there's  even  some  customer  re- 
sistance to  back-end  loads.  So  the  load 
funds  are  ramping  up  C  or  D  shares, 
commonly  called  "level-load"  funds.  Lev- 
el-load shares,  which  accounted  for  5.6% 
of  load  sales  last  year,  look  a  lot  like  no- 
loads:  There's  no  entry  or  exit  charge. 

Instead,  there's  a  1%-a- 
year  load  that 
comes  out  of  the 
fund's  assets— in 
addition  to  regu- 
lar costs,  such  as 
investment  man- 
agement fees  and 
other  operating 
expenses. 

For  investors 
who  want  to  switch 
funds   every  few 
years,  C  shares  may 
be  more  attractive 
than  B  shares,  which 
will  hit  them  with  an 
exit  charge.  But  "if 
you  hold  a  fund  long- 
term,  level  load  is  the 
most  expensive  pric- 
ing mechanism,"  says  Robert  Ash,  chair- 
man of  Kemper  Sales  Co.  "You're  seeing 
all  these  pricing  plans  because  clients 
are  demanding  choices." 

Ironically,  for  most  investors,  the 
front-end  load  is  often  the  cheapest  way 
to  pay  the  broker.  It's  also  the  only 
pricing  scheme  in  which  the  investor 
knows  exactly  what  the  commission  is 
going  to  cost  him.  The  ultimate  cost  of 


Supporters  say  loads  pay  for 
services — financial  planning 

and  investment  advice — 
that  a  broker  should  supply 


back-end  and  level-load 
funds  depends  on  fu- 
ture investment  perfor- 
mance—which, of  course, 
is  unknowable. 

That's  one  reason 
why  not  all  the  load 
companies  are  eager  to 
jump  into  the  alphabet 
soup.  Franklin  Re- 
sources Inc.  with  $117.3 
billion  and  the  $90  bil- 
lion American  Funds 
Group  so  far  are  sticking 
with  the  front-end  loads. 
Gary  Johnson,  Franklin's  marketing 
chief,  admits  that  the  company  has  lost 
market  share  because  it  doesn't  have 
any  alternative  pricing  and  is  consider- 
ing level  loads.  Investors  are  increas- 
ingly reluctant  to  pay  front-end  loads 
on  bond  funds— and  that's  a  big  part  of 
Franklin's  business.  After  all,  it's  tough 
to  sell  a  bond  fund  with  a  6%  yield  and 
a  4%  load. 

BIG  HOLDOUTS.  American  Funds  Group, 
on  the  other  hand,  grew  by  $20  billion 
and  increased  its  market  share  last  year 
with  old-fashioned  front-end  loads.  And  a 
company  spokesman  reiterated  the 
group's  commitment  to  A-share  pricing. 
But  American's  forte  is  equity  funds, 
and  it's  easier  to  make  a  case  for  front- 
end  loads  on  equity  funds— since  the  po- 
tential returns  are  far  greater  than  for 
bond  funds. 

Despite  some  big  holdouts,  some  in- 
dustry analysts  think  front-end  loads 
are  goners.  Dennis  Dolego,  a  partner  at 
Financial  Research  Corp.,  says  that  A- 
share  sales  would  already  be  a  smaller 
part  of  the  business  if  it  were  not  for 
Franklin  and  American.  Notes  analyst 
Michael  Goldstein  of  Sanford  C.  Bern- 
stein &  Co.:  "Pricing  schemes  will  con- 
tinue to  evolve  toward  minimizing  the 
exposure  of  sales  charges  to  the  client." 

Besides  trying  to  look  more  like  no- 
loads,  some  of  the  load-fund  companies 
are  beginning  to  sell  them  as  well.  Wells 
Fargo  &  Co.,  which  manages  and  sells 
load  funds,  recently  launched  LifePath 
Funds,  a  no-load  family  of  funds.  Still,  no 
one  is  predicting  that  no-loads  will  drive 
all  the  commission  funds  out  of  the  mar- 
ket. Far  from  it.  Most  experts  think  that 
by  the  end  of  the  decade,  the  loads  will 
still  hold  a  majority  of  all  fund  assets. 
Dudley  M.  Nigg,  executive  vice-presi- 
dent of  Wells  Fargo,  puts  it  this  way: 
"You've  got  full-service  gas  pumps  and 
self-service  gas  pumps.  You've  got  full- 
service  mutual  funds  and  self-service  mu- 
tual funds." 

Sure.  But  right  now,  the  lines  are 
getting  longer  at  the  self-service  pumps. 

By  Jeffrey  M.  Laderman  in  New  York, 
with  Geoffrey  Smith  in  Boston  and  Rus- 
sell Mitchell  in  San  Francisco 
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INSURANCEI 


WILL  INSURERS 
BUY  THIS  POLICY? 


They're  jittery  over  new  regs  on  holdings 


■  t's  one  of  the  biggest  things  to  hit 
I  the  life-insurance  industry  in  years, 
H  causing  companies  to  sell  or  restruc- 
ture billions  of  dollars  of  assets  and  of- 
ten to  rethink  their  business  strategy. 

Thi'  cause  of  this  turmoil  is  a  seem- 
ingly arcane  accounting  concept  called 
"risk-based  capital"  (RBC).  New  regulato- 
ry measures  require  life  insurers  to  re- 
port to  regulators  annually  the  riskiness 
of  their  assets  and  lines  of  business. 
The  higher  the  risk  levels,  the  more 
capital  an  insurer  must  have  on  its  bal- 
ance sheet  to  support  the  risks. 

The  primary  reason  for  the  new  re- 
quirements is  the  rash  of  insurer  col- 
lapses in  recent  years,  such  as  the  catas- 
trophic meltdown  of  Executive  Life 
Insurance  Co.  in  the  early  1990s.  The 
information  on  risk  provided  by  the  com- 
panies, regulators  say,  will  be  a  big  help 
in  spotting  solvency  problems.  Adjusting 
to  the  guidelines  could  have  a  profound 
effect  on  the  products  and  pricing  of- 
fered to  insurance  consumers. 

The  RBC  requirements  were  created 
by  the  National  Association  of  Insurance 
Commissioners  (NAIC),  a  group  of  state 
insurance  commissioners  that  works  to 
craft  uniform  standards  for  the  industry. 
A  company's  RBC  ratio  is  calculated  by 
dividing  its  total  capital  by  an  index  of 
the  riskiness  of  its  assets  and  lines  of 
business. 

SIDE  EFFECTS.  Insurers  are  on  a  tight 
schedule.  Life  and  health  insurers  had  to 
report  their  RBC  ra- 
tios to  state  insurance 
departments  by  Mar. 
15;  property -casualty 
insurers  have  another 
year  before  their 
numbers  must  be 
filed. 

Some  industry  ex- 
ecutives warn  that 
the  RBC  guidelines 
could  have  unfortu- 
nate side  effects.  Be- 
cause the  guidelines 
require  large  amounts 
of  capital  to  be  held 
against  higher-yield- 
ing, more  volatile  as- 
sets such  as  common 
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ADJUSTING  TO  NEW 
CAPITAL  RULES 

►  Raise  capital  to  shore  up 
balance  sheets 

►  Sell  off  risky  assets, 
such  as  private  placements 
and  real  estate 

►  Upgrade  securities 
portfolios  by  securitizing 
low-rated  holdings 

►  Chop  expenses  and  shed 
low-margin  business  to 
compensate  for  reduced 
investment  income 


stocks,  junk  bonds, 
real     estate,  and 
mortgages,  insurers 
are  reducing  such 
holdings.  That  could 
lead    to  serious 
damage  to  the  pri- 
vate-placement, 
real  estate,  and 
junk-bond  mar- 
kets. Jerry  M.  de 
St.    Paer,  Equi- 
table Cos.'  chief 
financial  officer, 
says  RBC  "could 
have  a  major  eco- 
nomic impact"  on 
the  private-place- 
ment market  for 
small  companies. 

Cutting  back  on 
higher-yielding  as 
sets,  in  turn,  is  reduc- 
ing investment  returns, 
which  may  force  insurers  to  cut  costs 
and  raise  premiums,  says  Larry  G.  May- 
ewski,  a  senior  vice-president  with  rat- 
ing agency  A.M.  Best  Co.  Jeffrey  R. 
Schuman,  an  analyst  with  Conning  & 
Co.,  complains  that  "this  cautious  invest- 
ing . .  .  will  hurt  company  earnings  as 
well  as  policy  values." 

That  is  producing  a  flurry  of  deals 
that  may  not  always  make  the  best  busi- 
ness sense.  "You're  seeing  a  catch-up 
and  new  analysis  looking  at  a  whole 
new  universe  of 
transactions  that  can 
be  done  primarily  for 
RBC,  not  for  econom- 
ics," says  Dennis  R 
Yeskey,  a  principal 
with  accounting  firm 
Kenneth  Leventhal  & 
Co.  Down  the  road, 
RBC  is  expected  to 
help  spur  a  major  in- 
dustry shakeout.  "If 
you  like  change,  it'll 
be  fun,"  says  Sanford 
I.  Weill,  chairman  of 
Hartford-based  Trav- 
elers Inc. 

Insurers  are  find- 
ing ways  to  offset 
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lessen 
charges, 
insurers 
simply 

mortgage  1< 
and  created 
risky,  securit 
bonds.  Pho 
Home  Life  Mi; 
Insurance  Cos., 
example,  securit 
$400  million  in  i 
mercial  mortf 
loans,  pooling 
loans    and  tur 
them  into  higher 
ed  bonds. 

RICH  PARENT.  0 

insurers  are  inci 
ing  their  RBC  r 
bers  by  rai 
capital,  someti 
without  even  tap 
into  the  public 
kets.  Take  Equit 
Life  Assurance  So 
of  the  U.  S.  Becaus 
100%  holding  of 
outstanding  com 
stock  of  Donaldson,  Lufkin  &  Jem 
Inc.  would  have  resulted  in  an  enorr 
capital  charge,  the  insurer's  parent 
pany,  Equitable  Cos.,  stepped  in 
purchased  about  61%  of  the  comj 
from  its  subsidiary.  That  brought  d 
the  capital  charge  considerably  and  j 
the  subsidiary  an  $800  million  - 
infusion. 

As  insurers  vie  to  come  up  with 
best  possible  rbc  ratios,  they're  deb? 
whether  the  numbers  ought  to  be  r 
widely  disseminated  to  the  public.  S 
companies  fear-  they  will  lose  busine 
they  don't  look  as  good  as  their  i 
petitors.  The  model  law  crafted  by 
NAIC  prohibits  agents  or  insurance  i 
panies  from  using  an  RBC  ratio  as  a 
keting  tool— by,  say,  taking  out  a 
page   ad    boasting   about  their 
number. 

Si  ill,  the  indust  r\  remains  fearful 
RBC  ratios  will  be  viewed  by  the  pi 
as  a  new  ranking  system,  when,  in 
they  exclude  such  important  qualiti 
issues  as  quality  of  management 
distribution  channels.  It's  a  legitir 
concern,  for  in  the  end,  human  ca 
may  be  the  best  gauge  of  a  compa 
staying  power. 

By  Sii :n nne  Woolley  in  New 


Smart  Investors  Watch  The  Market. 
StreetSmart  Investors  Get  A  Windows™  View. 


29/93  10:10  am 


StreetSmart 


File    Edit    Schwab    Research    Quotes    Views    Format    Setup.    Window  Help 


F'OiiHoMT    irsn.3.  ri  .ii.       unn(       GMgm      _Q,uotes      Customize     Print  Status  li;«**Kt 

DOUi 
JONES 


Graph  Portfolio 


Asset  Allocation 


DJIA  3.561  55 
NYSE  Volume  1G7.58G. 


Sloe  1:- 


10  00%  Bond 


-20.00%  Cash 


■  25  00%  Mutual  Fund 


Introducing 
StreetSmart™  ^ 
investment 
software  for  savvy  investors. 

With  StreetSmart,  the  first  investing 
software  for  Windows,  you  actually  act  as 
your  own  broker.  Now  you  can  just  point 
to  place  a  trade.  Get  real-time  quotes.  Pull 
Dow  Jones  news  and  analysts  opinions  off 
the  wire— and  into  your  home. 

Now  piace  buys  and  sells  like 
a  Wall  Street  trader. 

Just  click  to  pull  down  trading 
screens.  Click  again  to  review 
your  portfolio.  Chart  price  his- 
tories. Access  6,700  company 
reports.  StreetSmart  puts  you  in 
control  of  your  investments. 


s  StreetShart 


Get  StreetSmart 
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you'll  save  up  to  $25  more  on  your  first 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Charles  Schwab. 
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EVERYONE'S  KNOCKING 
ON  HOME  BANKING'S  DOOR 


The  action  is  getting  bigger — and  nonbanks  want  a  piece  of  it 


ome  banking  has  long  been  re- 
garded as  a  business  with  more 
promise  than  reality.  Some  tech- 
noids  like  paying  their  bills  through 
home  computers,  but  most  people  are 
quite  happy  with  checks  and  ATM  cards. 

Home  banking,  though,  is  becoming 
the  source  of  a  sometimes  contentious 
jockeying  for  position  among  banks  and 
a  host  of  nonbank  competitors  entering 
the  business,  including  telephone  compa- 
nies and  manufacturers  of  phone  and 
television  equipment.  At 
stake,  in  essence,  is  wheth- 
er banks  can  continue  to 
control  the  rapidly  in- 
creasing flow  of  money 
through  home-banking 
and  shopping  systems. 

After  a  long  slump, 
home  banking  is  grow- 
ing anew  as  banks  and 
others  start  to  offer  the 
service  on  new  types  of 
telephones  and  TVs.  Ex- 
perts say  the  market 
could  be  huge:  Research 
by  consultant  Booz  Allen 
&  Hamilton  Inc.  shows  that 
payments  over  home-banking  devices 
could  reach  $200  billion  in  a  decade. 
thin  line.  Companies  interested  in  home 
banking  believe  that  the  service  may 
eventually  encompass  not  only  home 
shopping  but  the  mail-order  business, 
which  generates  more  than  $(50  billion  in 
annual  revenues.  Companies  ranging 
from  Bell  Atlantic  Corp.  to  small  tele- 
phone manufacturers  and  technology 
companies  are  developing  or  marketing 
home-banking  gear.  As  a  result,  non- 
banks  could  have  an  opportunity  to  take 
away  from  1  tanks  a  serious  chunk  of  the 
system  through  which  payments  flow 
between  consumers  and  retailers.  Banks 
could  lose  control  of  the  transfer  of  mon- 
ey among  the  bank  accounts  of  consum- 
ers, retailers,  and  others— and  the  fees 
that  go  along  with  that  control.  "It's  not 
a  runaway  train,"  says  David  A.  O'Con- 
nor-, president  of  Internet  Inc.  in  Reston, 
Va.,  the  holding  company  for  MOST,  a 
major  Washington-area  automated-tell- 
er-machine network.  "But  these  compa- 
nies might  move  across  the  line  into 


functions  that  might  lie  more  appropri- 
ately performed  by  financial  institutions." 

So  far,  only  a  few  banks  seem  con- 
cerned about  the  potential  threat.  Ron- 
ald Braco,  Chemical  Bank's  senior  vice- 
president  for  electronic  banking,  worries 
that  nonbanks  could  easily  usurp  a  big 
part  of  the  bill-payment  system.  Adds 
William  Randle,  senior  vice-president 
and  director  of  marketing  and  strategic 
planning  at  Huntington  Bancshares  Inc. 
in  Columbus,  Ohio:  "I  don't  think  the 


ii 


wake-up  call  has  been  heard  by  enough 
bankers." 

Whoever  prevails  in  this  looming  tus- 
sle could  gain  much  more  than  process- 
ing fees.  A  company  that  controlled 
payments  might  also  be  able  to  get  ac- 
cess to  a  wealth  of  valuable  informa- 
tion on  consumers'  spending  habits  and 
preferences.  And  it  might  be  able  to 
charge  merchants  who  want  to  reach 
those  customers— or  even  supply  such 
information  to  would-be  advertisers. 
Banks  and  credit-card  companies  usu- 
ally know  only  how  much  money  a  cus- 
tomer has  paid  a  retailer.  A  payments 
processor  handling  home-banking  or 


Paying  bills  electronically 
reveals  spending  habits — and 
the  resulting  marketing  data 
could  be  a  gold  mine 


shopping  payments  could  pick  up  info 
mation  on  specific  purchases. 

Consider  U.  S.  Order.  The  Herndc 
(Va.)  company  has  produced  telephone 
with  small  screens  and  keypads  attache 
that  consumers  across  the  country  ce 
use  to  pay  bills  and  shop.  Today,  son 
10,000  U.  S.  Order  phones  are  in  u.' 
around  the  country.  "If  I'm  a  bank,  F 
scared  of  U.  S.  Order,"  says  Executn 
Vice-President  John  Backus.  "We're  d, 
ing  what  the  banks  should  be  doing 
Customers  with  a  U.  S.  Order  scree 
phone  can  authorize  payment  for  a 
or  for  home  shopping,  and  U.  S.  Ord 
will  simply  warehouse  that  order  un 
the  bill  comes  due. 
buddy  system.  U.  S.  Order  needs 
bank's  sponsorship  to  get  into  an  AT 
network  before  it  can  access  customei 
bank  accounts— but  it  has  that  acce 
thanks  to  a  deal  with  Crestar  Bank 
Richmond,  Va.,  whereby  Crestar 
ceives  a  fee  in  exchange  for  sponsor 
U. S.  Order  on  a  ne 
work.  It  has  a  simil 
relationship  wi 
Banc  One  in  Colu 
bus,  Ohio. 

Online  Resourc 
&  Communicatio 
Corp.  has  a  simi 
screen  phone.  But 
also  has  an  unusi 
asset:  a  patei 
granted  last  Jur 
may  cover  a  range 
home-banking  trai 
actions.  Online 
sources'  preside] 
Matthew  R  Lawl< 
says  he  wants  to  be  a  vendor  to  banl 
not  a  competitor  working  against  the 
But  he  notes  that  "with  these  onli 
networks,  an  entity  could  create  wi 
would  be  much  like  a  bank." 

Even  large,  established  transact! 
processors  are  getting  into  the  busine 
Electronic  Data  Systems  has  teamed 
with  U  S  West  and  France  Telecom 
develop  electronic  bill-payment  and  o 
er  services. 

Some  observers  worry  about  lar 
numbers  of  money  processors  getti 
access  to  consumer  transaction  inforn 
tion.  U.  S.  Order's  Backus,  for  examp 
says  the  company  intends  to  keep  coi 
dential  the  consumer-spending  inforn 
tion  it  has  on  its  customers. 

With  the  payments  battle  still  in 
very  early  stages,  "it's  not  at  all  cl( 
who's  going  to  control  the  process,"  s; 
Neal  Chambliss,  a  vice-president  at  Te 
pa  consultant  Payment  Systems  Inc.  I 
if  current  trends  continue,  banks  CO' 
lose  their  grip. 

By  Kelley  Holland  in  New  Y' 
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75MHZ. 








Dock  in  [lit;  upturned  Desk  Station  N  for 
instant  connection  to 
tout  monitor,  full-size 
keyboard,  printer, 
and  network. 


The  integrated  sound  system 
microphone  and  speaker- 
plus  ports  for  external  . 
microphone,  headphones, 
or  speakers,  let  you  record  and 
present  bud  and  clear. 


«8> 


The  T-Plan  service 
program  provides 
bumper-to-bumper 
protection  for  years 


Open  'er  up. 


M<«j 


| Dtv-up  die  new 
intei  v.oeo  ucHNOLooY    sji/tudTc'  stanaard 
for  video  playback  in  your  multimedia 
presentations. 

Dual  PCMCIA  expansion  sbts- 
Type  II  and  an  oversized  Type  III-  can  run 
simultaneously  to 
give  you  almost 
limitless  flexibility. 


Now  you  can  keep  full  multimedia  files 
on  your  portable. 


INTRODUCING  THE  T4800CT.  Start  portable  multimedia  computing  in  high  gear.  With  a  75MHz  IntelDX4 
rocessor  racing  through  all  your  number-cmnching  and  graphics-intensive  applications.  See  your  work  in  256  simultaneous 
colors  on  the  vivid  TFT-LCD  active  matrix  display.  And  create  the  most  exciting  presentations  possible,  using  full  audio 
capabilities,  VL  Local-Bus  video,  and  the  added  thnist  of  an  integrated  graphics  accelerator.  See  how  it  feels. 
Call  1-800-457-7777  for  the  dealer  nearest  you. 


T4800CT  FEATURES: 

•  75MH:  lnteDX4™, 

3.3  volt  processor,  16K  cache 
•9.5"  dia.  color  SVGA  TFT-LCD 
active  matrix  display 

•  500MB  HDD 

•  8MB  RAM  expandable  to  24MB 


•  Two  PCMCIA  slots  (16mm  and  5mm)      •  NiMH  battery-  for  extended  lite 


•  VL  Local-Bus  video 

•  Integrated  graphics  accelerator 

•  Audio  jacks:  Headphone/Speaker 
and  Microphone 

•  .WAV  Audio 

•  6.9  lbs, 


•  3.5"  1.44MB  floppy  disk  drive 

•  Ballpoint rM  Mouse  withQuickPort™ 

•  Pre-installed  software:  DOS,  Windows 
tor  Workgroups  \  Windows  Sound 
System™,  Run  Time  and  Videi  i  tot 
Windows,  and  Indeo™  videi  i 
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In  Touch  with  Tomorrow 
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1 1994  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  rjademarked  .inJ/or  registered  by  their  respective  cornpanie 
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BY  GENE  G.  MARCIAL 


LOOKING  FOR  THE 

MAIN  CHANCE 

IN  THE  MAINSTREAM 


Money  manager  Michelle  Clay- 
man  is  a  maverick  of  sorts. 
She  ignores  initial  public  of- 
ferings and  won't  play  the  trendy 
small-cap  game.  This  CEO  and  chief  in- 
vestment officer  of  New  York's  New 
Amsterdam  Partners,  which  manages 
$150  million,  favors  already  discovered 
stocks  and  shuns  underfollowed  ones. 

So  far,  the  strategy  has  worked.  In 
the  six  years  ended  Dec.  31,  1993,  New 
Amsterdam  chalked  up  annual  gains 
of  19.7%  vs.  15.8%  for  Standard  & 
Poor's  500-stock  index. 

Formerly  an  options  trader  and  ana- 
lyst at  Salomon  Brothers,  dayman 
blends  quantitative  analysis  with  funda- 
mental research.  She  uses  a  proprie- 
tary model  to  screen  stocks  that  meet 
her  requirements— such  as  a  five-year 
record  of  solid  earnings,  daily  trading 
volume  averaging  $1  million,  and  cover- 
age by  at  least  four  analysts. 

dayman  thinks  three  recent  picks— 
CML  Group,  Clayton  Homes,  and  Music- 
land  Stores— may  be  big  1994  winners. 
see  and  ski.  cml,  a  specialty  retailer 
of  consumer  products  such  as  Nordic- 
Track,  has  been  under  pressure  be- 
cause of  a  battle  between  the  bulls 
and  the  shorts.  But  with  the  stock  at 
21,  down  from  32  late  last  year,  Clay- 
man  is  betting  with  the  bulls.  She  fore- 
sees earnings  of  $1.40  in  1994,  higher 
than  the  consensus  estimate  of  $1.35 
and  an  increase  on  last  year's  $1.12. 
And  with  a  price-earnings  ratio  of  15— 
well  below  the  s&p's  p-e  of  22— Clay- 
man  figures  CML's  price  should  be  back 
to  33  in  a  year.  "  Earnings  should  grow 
at  an  annual  rate  of  20%  to  27%  over 
the  next  few  years,"  she  says. 

Clayton  Homes,  a  maker  of  mobile 
homes,  has  also  come  under  pressure, 
falling  from  27  in  January  to  21  re- 
cently, because  of  rising  interest  rates. 
But  she  expects  earnings  to  rise  to 
$1.17  a  share  this  year,  up  from  95<f  . 
dayman  thinks  Clayton  Homes  is  a 
cheap  way  to  participate  in  the  re- 
bound in  low-cost  housing. 

Music-land,  the  nation's  largest  spe- 
cialty retailer  of  recorded  music  and 
home-entertainment  products,  operates 
more  than  1,250  outlets,  including  Mu- 
sicland,  Sam  Goody's,  Suncoast  Motion 
Picture,  and  Media  Play  stores.  Clay- 


IF  FEWER  THAN  FOUR  ANALYSTS  COVER 
A  STOCK,  CLAYMAN  ISN'T  INTERESTED 


man  says  plans  for  Media  Play,  a 
"superstore"  featuring  books,  videos, 
musical  records,  and  computer  soft- 
ware, will  boost  growth  to  about  20%. 
She  expects  earnings  this  year  of  $1.08 
a  share,  up  from  1993's  98<P.  Now  at  21, 
the  stock  could  hit  30  by  yearend. 


A  BIG  GULP 
OF  SOFTWARE 


The  name  International  Retail  Sys- 
tems hardly  rings  any  bells.  But 
the  company  it  has  linked  up 
with  certainly  does:  It's  Electronic 
Data  Systems  (EDS),  the  General  Mo- 
tors subsidiary.  What's  the  scoop? 

About  a  year  ago,  EDS  quietly 
signed  a  strategic  alliance  with  Retail 
Systems  to  enhance  the  small,  Irving 
(Tex.)  company's  software  design.  EDS 
put  in  $5  million  and  then  assigned  40 
of  its  own  employees  to  help  operate 
Retail  Systems.  The  company  designs 
and  makes  an  automated  point-of-sale 
software  system,  called  C-Serve,  that 
centralizes  and  controls  sales,  inven- 
tory, and  accounting  for  convenience 
stores  and  gas  stations.  C-Serve  en- 
ables headquarters  to  gather  data  from 
each  outlet.  One  big  customer  is  South- 
land, whose  7-Eleven  stores  are  to  be 
equipped  with  the  C-Serve  system 
over  the  next  five  years. 

The  agreement  allows  EDS  to  buy 
as  much  as  25%  of  Retail  System's 
stock,  starting  this  April.  Already,  EDS 
is  practically  running  the  company. 
Vice-President  Pat  Costa  is  in  charge 
of  operations.  Two  other  edis  execu- 
tives hold  top  positions.  "This  contract 
should  be  worth  at  least  $25  million 


to  Retail  Systems  and  could  exce< 
$50  million,"  says  Steve  Christenso 
director  of  research  at  Dallas  Resear 
&  Trading. 

He  says  the  stock,  trading  at  3,  ( 
fers  investors  a  chance  to  ride  with 
rapidly  growing  company  that  is  e 
pected  to  be  in  the  black  this  yes 
Christenson  sees  earnings  of  17<P 
share  on  sales  of  $18  million.  Ne 
year,  he  expects  profits  of  50<F  on  re 
enues  of  $40  million. 

Nancy  Romanica,  Retail  Systems  c 
founder  and  vice-president,  says  tl 
company  is  working  to  sign  up  oth 
convenience-store  operations.  It  alrea< 
does  business  with  several  oil  comp 
nies,  including  Arco,  and  Sun  Oil,  ar 
Phillips  Petroleum. 


SHARPER  IMAGES 
ON  THE  MRI  SCREEN 


Working  to  separate  hyj 
from  fundamental  value 
biotechs,  money  manag 
Mark  Lampert  believes  he  has  foui 
one  with  truly  exciting  products:  A 
vanced  Magnetics.  The  company,  1 
says,  has  the  technology  to  produ 
contrast  agents,  which  would  enhan 
images  of,  say,  the  lymphatic  system 
abdomen  when  viewed  through  ma 
netic  resonance  imaging  (MRI)  equi 
ment.  Contrast  agents  are  very  impc 
tant  in  the  diagnosis  of  cancer  ar 
other  diseases. 

Lampert  notes  that  Eastman  K' 
dak's  Sterling  Winthrop  Pharmaceui 
cals  unit  and  Bristol-Myers-Squibb  hai 
signed  agreements  with  Advanced 
position  themselves  in  this  fast-growii 
market.  Currently  trading  at  14,  Lar 
pert  says  Advanced  is  worth  25.  Pain 
Webber  analyst  Christina  Valauri  se< 
a  "dramatic  increase  in  revenues  ovi 
the  next  several  years  and  consistei 
earnings  growth  beginning  in  1991 
Sales  should  hit  $40  million  in  199 
with  earnings  of  $2  a  share,  she  say 
Advanced  President  Jerry  Goldste 
said  such  estimates  "are  not  impo 
sible,  considering  the  huge  potenti 
of  the  products."  The  company  recen 
ly  filed  a  Food  &  Drug  Administrate 
application  for  its  Gastromark  and  F 
ridex  agents.  Sales  of  Gastromark  ha^ 
already  been  approved  in  Europ 
where  Guerbet  has  the  license  to  ma 
ket  it.  Eiken  Chemical  will  handle  it 
Japan.  Mallinckrodt  Medical,  a  unit 
Imcera  Group,  along  with  Squibb  ar 
Sterling,  is  licensed  to  distribute  tl 
agent  in  the  U.  S. 
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Making  a  big  world  smaller. 


What  difference  does  it  make  that  Lufthansa  flies 
to  more  international  destinations  than  any  other 
single  airline9  Or  that  every  40  seconds  a 
Lufthansa  plane  takes  off  or  lands  in  one  of  180 
cities  around  the  world7  The  point  is  that  over  the 
years  every  experience  with  every  traveler,  from 
every  corner  of  the  world,  has  helped  us 
understand  you.  We've  come  to  know  cultures 
and  customs  from  around  the  globe.  All  the  better 
to  help  you  feel  at  home  everywhere,  on  the 
ground,  and  in  the  air.  Even  in  many  cities  we 
don't  fly  to,  you'll  find  a  Lufthansa  office  ready  to 
serve  your  needs.  Experience  that's  worldwide 
and  worldwise.  It's  a  difference  that's  helped  us 
make  friends  with  a  world  full  of  travelers. 
And  that  can  make  this  big  world  feel  very 
small  indeed. 

A  passion  for  perfection.*  W  Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


QUALITY  I 


MOTOROLA:  TRAINING 
FOR  THE  MILLENNIUM 


Already  known  for  product  quality,  Motorola  is  ballooning  its  commitment  to  employee  learning 


Motorola  Inc.  hardly  seems  in 
need  of  a  makeover.  It's 
marching  from  strength  to 
strength  in  cellular  and  paging  gear.  Its 
chip  business  is  straining  to  meet  de- 
mand. And  its  profits— excluding  special 
charges-leaped  77%  last  year,  to  $1.02 
billion,  as  sales  surged  28%,  to  $17  bil- 
lion. Helping  power  this  performance 
has  been  Motorola's  Six  Sigma  defect-re- 
duction program,  which  made  it  the  first 
large  company  to  win  a  Malcolm  Bal- 
drige  National  Quality  Award  in  1988. 
Indeed,  Motorola  has  one  of  the  finest 
reputations  for  quality  in  Corporate 
America. 

After  quality,  though,  what?  Motoro- 
la's leaders  fear  that  by  the  turn  of  the 
century,  rivals  will  have  caught  up,  and 
quality  will  have  changed  from  a  goal  to 
a  given.  In  the  business  wars  of  the 
coming  decade,  they  believe,  the  most 
crucial  weapons  will  be  responsiveness, 
adaptability,  and  creativity. 

To  develop  those  attributes,  Motorola 
is  gearing  up  a  new  campaign  built 
around  lifelong  learning.  Under  a  pro- 
gram conceived  by  Robert  W.  Galvin, 
the  71-year-old  former  chairman  who 
heads  the  board's  executive  committee, 
Motorola  will  dramatically  increase  train- 
ing of  all  employees,  from  the  factory 
floor  to  the  corner  office.  The  goal  is  a 
workforce  that  is  disciplined  yet  free- 
thinking.  The  initiative  will  aim  to  incul- 
cate thorn  with  company  procedures  so 
they're  a  well-oiled  machine  but  also  to 
develop  the  knowledge  and  independent- 
mindedness  that  Motorola  will  need  to 
conquer  rapidly  changing  technologies 
and  markets. 

"off  the  scale."  The  learning  campaign 
will  demand  huge  resources.  Motorola 
already  gives  all  employees  at  least  40 
hours  of  training  a  year,  one  of  the 
heavier  commitments  in  U.  S.  industry. 
It  hopes  to  quadruple  that,  perhaps  by 
2000.  That  "would  put  them  way  off  the 
scale,"  says  Anthony  Carnevale,  chief 
economist  of  the  American  Society  for 
Training  &  Development  (ASTDI.  It 
might  also  cost  $000  million  a  year— the 


same  as  a  big  chip  factory.  Motorola  is 
even  pushing  its  methods  in  public 
schools  to  prepare  the  next  generation 
of  employees  (page  100). 

Such  a  commitment  doesn't  get  made 
without  the  strong  support  of  top  ma- 
nagement. Calvin's  son,  President  Chris- 
topher B.  Galvin,  is  a  booster.  So  is 
Chief  Executive  Gary  L.  Tooker,  who 
concedes  that  he  doubted  the  concept 
when  it  came  up  in  the  early  1980s. 
Tooker,  who  ran  Motorola's  chip  busi- 
ness with  an  iron  hand,  was  seen  by 
some  as  a  tough  guy  who  might  dismiss 
training  as  costly  fluff.  But  when  he 
took  over  last  December,  after  George 
M.C.  Fisher  left  for  Eastman  Kodak 


Co.,  Tooker  made  it  clear  that  he  wo 
stay  the  course.  "If  knowledge  is 
coming  antiquated  at  a  faster  rate, 
have  no  choice  but  to  spend  on  edu 
tion,"  he  says.  "How  can  that  not  b 
competitive  weapon?'" 

One  reason  Motorola  dares  to  mi 
such  a  commitment  is  that  its  training 
date  has  paid  off  handsomely.  The  cc 
pany's  quality  depends  on  employ 
from  the  shop  floor  up  using  tools  si 
as  statistical  process  control.  That  pre 
dure,  which  involves  tracking  error  ral 
requires  arithmetic  and  a  bit  of  algel 
But  the  company  found  in  1985  that  6 
of  its  workforce  had  trouble  with  s 
enth-grade  math.  Around  that  time,  I 
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in,    then  chair- 
decreed  that 

of  payroll  would 
lent  on  training— a  1 
ijrtion  that  has  ris- 
i  4%.  The  company 

founded  Motorola 
ersity,  its  teaching 
p,  and  tightened  up 
ring.  It  now  requires 
ith-grade  math  profi- 
y  for  all  new  hires, 

for  technical  jobs, 
veral  other  big  compa- 
:rain  a  lot,  too  (table). 
Motorola  stands  out  in 
it  binds  education  to 
less  targets.  For  in- 
e,  it  will  set  a  goal  to 
e  product-development 

time,  then  create  a  course 
>w  to  do  it.  This  is  not  learn 
>r  its  own  sake:  Students  are  drilled 
lecific  tasks  until  they  get  them 
,  whether  it's  operating  a  tool  or 
|  more  persuasive  with  customers. 

intimacy  between  education  and 
ess  strategy  is  tighter  at  Motorola 

anyplace  I  know,"  says  Donald  K. 
ver,  AT&T's  recently  retired  vice- 
dent  for  education  and  training, 
good  example  came  two  years  ago, 
i  Fisher  decreed  that  the  company 
;o  do  better  at  software.  Motorola 


CEO  Tooker,  who  had 
run  the  chip  business, 
had  doubts  initially,  but 
he's  a  believer  now:  "If 
knowledge  is  becom- 
ing antiquated  at  a 
faster  rate,  we  have 
no  choice  but  to 
spend  on  educa- 
tion. How  can  that 
not  be  a  competi- 
tive weapon?" 


University  organized  a 
three-day  seminar  at  which  30  vice- 
presidents  mapped  out  a  plan  of  attack. 
It  also  taught  the  vice-presidents  how  to 
form  project  teams  and  techniques  for 
fostering  change.  As  a  result,  the  veeps 
decided  to  let  software  engineers  work 
at  home  more  often  and  dress  casually 
in  the  office.  The  engineers  also  started 
getting  banquets  and  awards— laurels 
once  preserved  for  the  hardware  side. 
And  Motorola  tried  harder  to  patent 
software.  Pleased  executives  won't  dis- 
cuss results,  except  to  say  that  the  an- 


A  COMMITMENT 
TO  TRAINING 

TRAINING  EXPENDITURES  IN  PROPORTION 
TO  PAYROLL  IN  1993 


nual  number  of  patents 
has  risen  20%. 

Symbolic  of  the  commit- 
ment is  Motorola  U.,  with 
headquarters  in  Schaum- 
burg.  111.,  14  branches  from 
Tokyo  to  Honolulu,  and  a 
budget  of  more  than  $120 
million.  Courses  designed 
by  "instructional  engineers" 
cover  such  topics  as  critical 
thinking,  problem-solving, 
management,  computers, 
remedial  English,  and  how 
to  run  a  robot. 

Motorola  U.  also  propa- 
gates the  company's  cul- 
ture—regimented, efficient, 
and  more  than  a  little  driv- 
en. Executives  of  Nextel 
Communications  Inc.,  the  upstart  cellu- 
lar-communications company,  ran  head-on 
into  those  qualities  when  they  negotiat- 
ed a  deal  for  Motorola  to  supply  them 
with  equipment  and  buy  a  stake  in  their 
company.  "It  was  18  months  of  agony," 
says  Nextel  Chairman  Morgan  E. 
O'Brien.  A  united  front  of  Motorola  ne- 
gotiators followed  procedures  on  every 
detail,  from  contract  to  press  release. 
"It's  bureaucratic,"  says  O'Brien,  "but 
that's  what  makes  them  efficient." 

Establishing  consistency  is  essential 
to  a  company  that  gets  more  than  half 
its  revenue  from  overseas  and  is  increas- 
ing foreign  production.  "We're  a  unifying 
force,"  says  Motorola  U.  President  Wil- 
liam A.  Wiggenhorn.  For  example,  Mot- 
orola U.  helps  ensure  that  the  commit- 
ment to  equal  opportunity  for  women 
applies  around  the  world,  including  Ja- 
pan, where  Motorola  is  one  of  the  few 
companies  in  which  women  engineers 
instruct  men. 

"EMPOWERMENT."  Translators  make  sure 
courses  communicate  the  same  message 
across  cultures.  In  Asia,  for  example, 
the  sports  metaphors  in  U.  S.  course 
materials  are  replaced  with  stories  about 
families.  Other  aspects  require  unifor- 
mity. For  instance,  "empowerment"  is  a 
key  word  in  Motorola's  vocabulary,  but 
many  languages— Japanese,  Chinese,  and 
German  among  them— have  no  exact 
equivalent.  So  Motorolans  in  those  coun- 
tries use  the  English  word. 

Motorola  doesn't  train  only  its  own 
either.  It  learned  long  ago  that  it 
couldn't  hit  quality  targets  if  it  got  bad 
parts.  Yet  some  suppliers  pretended 
they  knew  how  to  use  quality  methods 
and  agreed  to  specifications  they  couldn't 
meet.  "We  used  to  usually  end  up  hating 
each  other,"  says  Christopher  Magnella, 
process-engineering  manager  at  the  Aus- 
tin (Tex.)  chip  plant.  The  remedy:  Mag- 
nella helped  develop  a  class  for  suppliers 
on  statistical  process  control. 

Training  for  people  outside  the  compa- 
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ny  can  have  other  benefits,  too:  In  cen- 
tral China,  Motorola  U.  offers  courses 
to  students  studying  at  the  Nanjing  In- 
stitute of  Posts  &  Telecommunications. 
That  helps  it  spot  potential  hires  and 
educate  potential  customers.  In  Japan, 
Motorola  is  putting  together  courses  to 
explain  the  new  PowerPC  microprocessor 
to  salespeople,  engineers,  and  custom- 
ers. It's  not  all  education  for  export  ei- 

ther.  One  course  on  quality  methodology 
originated  in  Singapore  and  is  now  being 
used  in  the  U.  S. , 

Those  who  doubt  that  learning  is  a 
competitive  weapon  need  only  look  at 
the  new  Austin  chip  plant,  MOS-11.  It 
makes  some  of  the  most  sophisticated  ■ 
chips  in  the  world,  with  circuit  lines 
measuring  a  half-micron  across— &o  the 
width  of  a  human  hair.  Leading  chip 

plants  often  take  three  to  four  years 
open,  but  Motorola  needed  just 
months.  Says  Operations  Manager 
Dunnigan:  "We  surprised  everybody, 
eluding  ourselves." 

The  secret  was  "away  teams"— 
people  sent  around  the  world  to  becc 
expert  on  the  equipment  that  would 
the  plant.  Technician  Steven  Hender 
spent  his  first  13  months  with  Motoi 

AND  NOW,  MOTOROLA  JUNIOR  HIGH 

The  seventh-graders  in  Jan  Robin- 
son's class  at  Cooper  Junior  High 
in  Buffalo  Grove,  III,  no  longer 
receive  letter  grades.  Instead,  they  get 
written  evaluations  of  their  skills  in 
such  areas  as  communication,  problem- 
solving,  and  willingness  to  work  in 
teams.  Tests  and  quizzes  are  rated  on 
a  three-level  scale:  change  needed, 
achieves  standard,  and  exceeds  stan- 
dard. Traditional  seventh-grade  cours- 
es have  been  replaced  by  multidisci- 
plinary  "themes,"  such 
as  Meetings  &  Greet- 
ings, Changes,  and 
Checks  &  Balances. 

The  radicals  behind 
this  New  Age  ap- 
proach are  none  other 
than  the  engineers  of 
Motorola  Inc.  Through 
its  education  arm. 
Motorola  University, 
the  company  is  spear- 
heading a  campaign 
to  rewrite  district 
school  curriculums  in 
Florida.  Illinois,  and 
Massachusetts— three 
states  where  the  com- 
pany has  lots  of  em- 
ployees. It's  starting 
at  the  top,  with 
school  district  offices 
and  local  boards  of 
education. 
"CROSS-TEACHING."  Motorola  hasn't  lost 
interest  in  the  fundamentals— it  just 
wants  to  get  them  across  in  a  more  ef- 
fective way.  Rather  than  teaching  read- 
ing, writing,  and  math  as  distinct  sub- 
jects, Robinson  and  seven  other  Cooper 
Junior  High  teachers  cover  them 
through  "cross-teaching."  The  idea  is 
to  help  students  make  connections 
across  traditional  disciplines.  Christo- 
pher Columbus'  voyages,  for  instance, 
are  used  to  talk  about  history,  math, 
and  science.  In  "Newton's  Laws,"  stu- 
dents get  math  and  an  early  taste  of 
physics.  Students  in  the  Cooper  ex- 


periment, which  began  last  Septem- 
ber, haven't  been  tested  yet  to  see 
what  they're  learning.  But  Robinson 
says  absenteeism,  which  was  about  av- 
erage, is  way  down.  And  other  teach- 
ers at  the  school  are  eager  to  try  this 
approach. 

Motorola  executives  say  the  aver- 
age school's  emphasis  on  individual 
achievement  doesn't  prepare  students 
for  a  workplace  built  on  cooperation. 
So  Motorola  encourages  students  to 


solve  problems  using  teamwork.  Dur- 
ing the  Checks  &  Balances  section  at 
Cooper,  students  taking  physical  educa- 
tion work  together  to  build  human  pyr- 
amids. In  another  class,  teams  plan 
how  to  furnish  an  apartment  within  a 
budget. 

Motorola's  three-year-old  project 
seeks  out  school  districts  that  are  will- 
ing to  overhaul  their  curriculums  using 
teams  of  administrators,  principals, 
teachers,  and  parents.  It  offers  them 
training  in  such  skills  as  team-build- 
ing, the  loan  of  a  Motorola  "facilita- 
tor," and  advice  on  the  skills  students 


will  need  to  make  it  in  the  working  wor 
Some  teachers  resent  the  company 
intrusion,  concedes  Edv»ard  Bales,  M( 
orola  University's  director  of  extern 
education.  Nonetheless,  32  districts 
Illinois  have  gladly  accepted  the  tut 
lage.  One  believer  is  District  21  A 
sistant  Superintendent  William  Myei 
whose  district  encompasses  Coope 
"In  the  workplace  of  the  future,  kit 
will  need  problem-solving  skills  mo 
than  specific  bits  of  information." 

PARENTS,  TOO.  Whi 
the  emphasis  is  n 
on  money,  Motorc 
doesn't  mind  reac 
ing  into  its  wallet,  i 
budget  for  educati 
reform  was  over  $'. 
million  last  year.  F 
example,  it  picked 
the   86,000  tab 
teach  English  as 
second  language 
parents  of  studen 
at    Larsen  Midd 
School  in  Elgin, 
It  also  gave  $3,000 
train  teachers  in  ha 
dling  ethnically 
verse  classroom 
More  prosaically 
donated  compute 
and  walkie-talkie 
which  Principal  R< 
O'Neal  uses  to  poli 
Larsen's  halls.  Still,  the  emphasis 
on  hands-on  assistance.  Says  O'Ne: 
"Many  companies  give  money.  B 
Motorola  gives  time,  and  that  pu 
them  in  the  forefront." 

Motorola  encourages  employees 
tutor  students  and  to  lobby  tht 
school  boards.  It  urges  customers  ai 
suppliers  to  get  involved  as  well— ai 
distributes  videos  and  brochures  e 
plaining  what  they  can  do.  Says  Bak 
"That  student  in  third  grade  now  con 
be  our  employee  in  20  years."  And 
not?  Just  consider  it  a  good  turn. 
By  Kevin  Kelly  in  Schaumburg,  1 
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SCIENCE  &  TECHNC 


Three  out  of  four  new  rigs 
on  the  road  rely  on  Rockwell. 


i 

From  brakes  and  axles 
to  complete  drivetrains, 
we  gear  up  to  serve  all 
our  customers'  needs. 


Our  heavy-duty  commitment 
to  the  truck  market  continues  to 
pay  off.  More  than  half  of  the  big 
rigs  in  North  America  ride  on  our 
axles.  Three  quarters  stop  on  our 
brakes.  And  increasing  numbers 
benefit  from  the  compatibility 
and  performance  of  complete 
Rockwell  drivetrains  We're  also 
a  world  leader  in  automotive 
components  and  systems  for 
cars  and  light  trucks. 

Rockwell  continues  to  develop 


innovative  products  that  meet 
our  customers'  needs.  From  anti- 
lock  brakes  to  mobile  satellite 
communications,  we  approach 
automotive  the  way  we  approach 
each  of  our  businesses — driven 
by  a  restless  dissatisfaction  with 
the  status  quo. 

Throughout  a  broad  spectrum 
of  diverse  markets,  Rockwell  leads. 
Because  Rockwell  people  are  dedi- 
cated to  serving  their  customers 
for  the  long  haul. 


'i*  Rockwell 
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on  the  road:  "People  in  the 
ni  l  ice  didn't  even  know  who 
I  was,"  he  says.  Much  of  his 
time  was  spent  at  a  Moto- 
rola plant  in  Phoenix  and 
at  a  San  Jose  (Calif.)  suppli- 
er of  wafer-processing  gear, 
Silicon  Valley  Group  Inc. 
The  Motorola  team  helped 
Silicon  Valley  build  a  pro- 
duction mock-up.  For  real- 
ism, the  team  used  thou- 
sands of  $100  to  $150 
wafers— and  then  discarded 
them.  While  expensive,  this 
let  operators  and  techni- 
cians leam  the  gear,  get  the 
bugs  out,  and  write  training 
documents  for  Austin. 

Thus  prepared,  MOS-ll 
set  a  company  record  for 
yield  of  good  wafers  in  just  its  third 
lot.  (It  won't  disclose  the  numbers.)  With 
the  new  capacity,  Motorola  has  emerged 
as  the  leading  supplier  in  the  fast-grow- 
ing market  for  very  fast  static  RAMs, 
which  go  into  personal  computers  and 
other  products. 

Training  is  also  the  sine  qua  nan  for 
Motorola's  team  approach  to  manufac- 
turing. At  a  factory  for  pagers  and  two- 


way  radios  in  Swords,  Ireland,  outside 
Dublin,  80%  of  employees  belong  to 
teams,  where  membership  requires  sev- 
en days  of  training.  The  Waste  Watchers 
team  was  in  the  plant  cafeteria  early 
one  recent  Tuesday,  calculating  how  to 
save  $250  a  week  by  using  smaller  ship- 
ping boxes.  It's  much  the  same  at  the 
cellular-products  factory  in  Arlington 
Heights,  111.,  where  workers  schedule 


production  and  can  veto  i 
hiring  of  specific  indivi 
als.  Corporate  Vice-Pn 
dent  Richard  Chandler 
been  able  to  shift  teci 
cians  and  supervisors 
the  shop  floor  and  into 
search,  design,  and  custi 
er  service.  "How  could  I 
any  of  this  if  I  didn't  tr 
my  workers?"  he  says. 
give-and-take.  Natura 
some  employees  balk  at 
ing  back  to  school.  Ch 
dler  concedes  that  he 
had  to  threaten  some  w 
firing  to  get  them  to  dc 
But  most  incentives 
positive.  For  example, 
new  skills  can  qualify 
ployees  for  promotions, 
keep  classes  interesting,  problems 
derived  from  situations  at  Motorola, 
structors  use  a  lively  give-and-take.  I 
students  who  fall  behind  get  tutoring 
some  employees  still  don't  learn  wh 
required,  though,  they  may  be  demo' 
Actually,  classroom  training  is  cl 
part  of  the  learning  at  Motorola.  El 
more  important  is  "embedded  learnii| 
or  apprenticeship.  In  Arlington  Heig 


See  to  it  that  the  printer  you  choose 


Insist  upon  a  printer  with  genuine 
Adobe"  PostScript"  software  inside. 
It's  the  industry  standard  and  the 
only  way  to  guarantee  that  your 
printer  will  work  with  virtually  every 
software  application  and  hardware 
environment,  today  and  tomorrow. 
Adobe  PostScript  software  sets  the 
standard  for  new  color  and  network 
printers.  In  fact,  leading  printer  man- 
ufacturers offer  over  300  Adobe 
PostScript  printers.  Adobe  PostScript 
is  your  assurance  of  the  highest-quali- 
ty output  —  every  time  —  whether 
you're  printing  from  DOS,  Windows', 
OS/2*  Macintosh',  or  UNIX  .  So  if 


Set     Your    S  i  c;  h  t  s    On    Genuine    A  i 


nstance,  new  employees  earn 
lar  wages  while  learning  tasks 
ir  a  more  experienced  work- 
guidance,  astd's  Carnevale 
Motorola  is  a  national  leader 
at  style  of  learning— which  is 
idition  to  the  40-plus  annual 
s  of  formal  instruction, 
otorola  is  taking  a  risk  by 
ving  so  many  resources  into 
ing,  since  there  are  few  reli- 
yardsticks  to  measure  its  ef- 
reness.  A  mid-1980s  study  pur- 
id  to  show  that  each  training 
r  delivered  $30  in  productivity 
:  within  three  years.  And  Mot- 
claims  that  problem-solving 
s  and  other  work  groups  have 
i  around  $4  billion.  But  such 
jers  are  soft:  After  all,  what 
igs  might  have  been  achieved 
ray?  More  to  the  point  is  the 
;sment  of  Gary  Langely,  man- 
of  organization  and  human  ef- 
/eness  in  Austin:  "We  take  it 
ith  and  strong  belief  that  it  is 
Dving  our  bottom  line."  When  facto- 
ire  running  365  days  a  year,  Lange- 
ys,  "there's  no  time  to  slow  down  to 
E  it's  making  a  difference." 
e  lack  of  hard  evidence  is  unusual 
company  that  has  "metrics"  for 
/thing  down  to  catered  lunches.  An 


AN  INSIDER'S  LEXICON 


Motorola  uses  a  specialized  language  to  bind 
its  employees  together  and  describe  its  unique 
methods.  Here's  a  sample: 


ADAPTIVE  MANAGERS  Managers  who  tailor 
their  approach  to  subordinates  by  taking  account 
of  individual  needs. 


SIX-HATTING  Putting  on  six  different  hats  to  look 
at  a  problem  from  different  perspectives. 


SIX  SIGMA  An  accuracy  range — plus  or  minus 
six  standard  deviations  from  a  norm — that  means 
only  1 .2  parts  per  billion  are  defective.  Since 
processes  deteriorate  over  time,  Motorola 
considers  3.4  defects  per  million  as  six  sigma. 


RONA  Return  on  net  assets.  A  basis  for  bonuses. 


TOTAL  CUSTOMER  SATISFACTION  1  Motorola's 
guiding  slogan.  2.  An  annual  team  competition  for 
ideas  to  improve  customer  satisfaction. 


DATA:  MOTOROLA  INC. 


obvious  question  is  whether  training 
could  go  too  far.  Another  is  whether 
Motorola  could  stifle  initiative  by  teach- 
ing a  procedure  for  every  jot  of  the 
working  day.  Nextel  Chief  Executive 
Brian  McAuley  notes  that  while  the 
Motorola  deal  took  18  months  to  con- 


clude, a  deal  with  MCI  Communica- 
tions Corp.  took  4%  days.  "Motoro- 
la couldn't  have  done  that,"  he 
says.  Some  Motorolans  also  argue 
that  instructors  don't  spend 
enough  time  on  such  emerging  is- 
sues as  promoting  creative  think- 
ing or  workplace  diversity. 
TUNNEL  VISION?  Motorola's  leaders 
know  the  dangers  of  turning  in- 
ward. Tooker  vows  not  to  repeat 
the  mistake  of  Six  Sigma  several 
years  ago,  when  the  company  fo- 
cused so  hard  on  defect  reduction 
that  it  nearly  lost  sight  of  overall 
customer  satisfaction.  The  company 
shifted  its  focus  outward  after  be- 
ing stung  by  the  results  of  an  inde- 
pendent survey  of  customers. 

There  may  be  no  way  to  prove 
that  a  commitment  to  learning  will 
sustain  Motorola  into  the  next  cen- 
tury. But  it's  not  a  bad  bet.  With 
change  rendering  an  engineer's 
knowledge  obsolete  every  five 
years,  Tooker  sees  little  choice. 
For  a  company  that  seems  to  keep  sta- 
tistics on  everything,  the  biggest  lesson 
from  education  may  be  that  sometimes 
you  just  have  to  rely  on  intuition. 

By  Kevin  Kelly  in  Arlington  Heights, 
III.,  with  Peter  Burrows  in  Austin,  Tex., 
and  bureau  reports 


IS  THE  PRINTER  YOU  LL  USE  TOMORROW. 


you're  anyone  from  a  small  business 
owner  to  a  professional  publisher,  an 
Adobe  PostScript  printer  is  the  best 
long  term  value  tor  your  company, 
today  and  tomorrow.  For  a  tree  guide 
on  how  to  choose  a  printer,  call 
1-800-962-3623,  Dept.  N,  Ext.  4306. 
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It  s  not  just  printing, 
it's  Adobe  PostScript  printing 
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Can  you  recognize  this  individual? 
We  can. 

That 's  because  Sprint  is  proud  to 


1 

Hi 

CALL  AGENT 

■In 

introduce  its  new  voice  recognition 
technology     a    voice  activated 
FONCARD""  A  system  that 
will  draw  more  than  a  few 
"bravos"  from  the  seasoned 
business  traveler. 

The  voice  FONCARD  sets 
the  stage  for  individuals 
to  use  their  voices  not 
only  for  identification, 


but  as  a  way  to  virtually  "dial  "any 
ten  numbers  of  their  choice.  Just  by 
the  command  of  their  voice. 

The  voice  activated  FONCARD  is 
part  of  the  Sprint  Priority'  Gold  package 
which  also  features  other  services 
designed  to  enhance  your  perfor- 
mance-even if  you  aren  7  a  diva  like 
Beverly  Sills. 

The  Sprint  Priority  Gold  package. 
Special  recognition  for  special  people. 
For  vows,  call  1-800-597-5000. 


Sprint 


PRIORITY 


GOLD" 


'Sprint 

\Wce  FONCARD" 


VOICE  ACTIVATED 
FONCARD 


Certain  restrictions  apply  Sprint  Priority  Gold"  ©1993  Sprint  Communications  Company  LP 


evelopments  to  Watc 


)  BY  RUTH  COXETER 


PPING  THE  BUGS 

AT  CAUSE  TEETH  TO  FALL  OUT 


Periodontal  disease  is 
the  leading  cause  of 
adult  tooth  loss.  Bacte- 
ria produce  toxins  that 
destroy  a  tooth's  con- 
necting ligaments  and 
the  underlying  bone. 
Eventually,  the  tooth 
wobbles  in  its  socket  and 
infection  can  set  in.  Scal- 
ing away  calcified  plaque 
is  only  partly  effective, 
so  Jerusalem-based  Perio 
Products  Ltd.,  a  unit  of 
Israel  Chemicals,  devised 
Perio  Chip  to  oust  the  invaders  and  speed  healing, 
fter  plaque  has  been  cleared,  the  thin,  4-mm  by  5-mm  chip 
aced  in  the  gum  pocket  beside  the  tooth.  Over  a  week  or 
t  slowly  dissolves,  releasing  an  antimicrobial  agent  called 
'hexidine.  This  drug  is  already  on  the  market  as  a  pre- 
dion mouth  rinse  to  treat  gingivitis.  "Once  the  inflamma- 
is  eliminated,  healing  of  the  pocket  occurs,  resulting  in  re- 
ion  of  pocket  depth,"  says  Perio  President  Stanley  Fass. 
lan  trials  are  under  way  in  Europe  and  set  to  begin  soon 
le  U.  S.,  he  adds. 


MANAGEMENT  FIX 

R AGING  SOVIET  HUKES 


oping  to  prevent  another  Chernobyl,  the  West  is  spending 
billions  of  dollars  to  upgrade  nuclear  power  plants  in  the 
ter  Soviet  bloc.  But  that  money  may  be  misspent,  says 
omist  Roland  Sturm  of  the  RAND  Institute.  Problems 

Soviet-designed  reactors  may  be  due  as  much  to  misman- 
lent  as  to  design  flaws,  he  asserts. 

contrast  to  the  steadily  deteriorating  performance  of 
)ldest  Soviet-designed  reactors,  similar  pressurized-water 
tors  in  the  U.  S.,  Western  Europe,  and  Japan  experience 
r  equipment  failures  as  they  age.  The  reason:  Strict  reg- 
ons  and  pressure  from  antinuclear  groups  force  West- 
jperators  to  shut  down  for  routine  maintenance  and  take 
)led  reactors  out  of  service  for  longer  periods  to  find 
remedy  flaws.  Eastern  operators,  under  pressure  to  pro- 
,  go  for  the  quick  fix.  To  get  the  most  out  of  Western  aid, 
ocus  must  be  on  improving  management,  too,  says  Sturm. 


CHAT  AH  ANTICANCER  WEAPOH 
ATING  IH  THE  SEA? 


ngbyu  majuscula,  an  algae  found  off  the  island  of  Cu- 
acao,  may  not  look  like  much— long  stringy  hair  matted  to- 
er— but  it  holds  the  promise  of  a  new  anticancer  com- 
d.  It  contains  curacin  A,  a  substance  patented  by 
irchers  at  Oregon  State  University  that  they  have  found 
st-tube  studies  to  be  a  potent  weapon  against  many  types 
ncer,  especially  breast  and  colon  tumors.  Like  its  chemical 
n  taxol,  it  is  thought  to  wreak  havoc  upon  cancer  cells  by 
iting  the  growth  of  a  protein  essential  for  replication. 
-  the  National  Cancer  Institute,  where  some  of  the  initial 


studies  were  done,  the  attitude  is  "cautious  optimism,.",  says 
pharmacologist  Tony  Mead.  That's  because  hundreds  of  com- 
pounds show  some  success  in  the  test  tube  each  year,  only  to 
fail  miserably  when  tested  in  animals.  So  scientists  are  eager 
to  see  how  effective  curacin  is  in  mice  who  have  been  inject- 
ed with  human  cancer  cells.  To  ensure  an  adequate  supply  of 
curacin  A,  scientists  are  trying  to  create  it  synthetically.  It 
may  also  be  an  effective  insecticide  or  herbicide. 


FOR  THESE  HOLOGRAMS,  OHE  LASER 
IS  BETTER  THAH  TWO 


Shhh.  Don't  tell  Gregory  J.  Salamo  that  you're  supposed  to 
need  two  lasers  to  make  holograms.  That's  because  the  so- 
called  interference  patterns  produced  at  the  intersection  of  two 
beams— one  carrying  an  image,  the  other  serving  as  a  refer- 
ence—are what  make  it  possible  to  store  three-dimensional  im- 
ages on  film  or  in  crystals.  But  a  research  team  headed  by  Sa- 
lamo, a  physics  professor  at  the  University  of  Arkansas  in 
Fayetteville,  has  discovered  a  way  to  record  and  retrieve 
holographic  images  with  just  one  laser. 

The  trick?  Use  a  polarized  laser  beam  that  gets  split  in  two 
as  it  enters  the  angled  surface  of  a  barium-titanate  "memory" 
crystal.  If  the  polarity  of  the  light  is  oriented  just  right  with 
respect  to  the  crystal's  polarity,  the  crystal's  slanted  surface 
changes  the  polarity  of  the  two  half-beams  so  that  one  is  po- 
larized vertically,  the  other  horizontally.  One  half  can  thus 
serve  as  the  reference,  while  the  other  carries  the  image. 
Cleaving  the  beam  inside  the  crystal,  Salamo  explains,  elimi- 
nates a  major  headache:  keeping  two  lasers  tightly  aligned  so 
their  beams  intersect  at  precisely  the  right  spot.  Otherwise, 
the  hologram  can  be  flawed,  which  would  be  especially  nettle- 
some  when  computer  data  are  being  recorded.  The  single-beam 
approach  avoids  most  causes  of  alignment  "upsets,"  such  as  ex- 
ternal vibrations  that  affect  one  laser  more  than  the  other. 


WHY  SHOULD  SPIDERS  HAVE 
A  MONOPOLY  ON  SPIDER  SILK? 


Spider  silk  is  one  of 
nature's  wonder  ma- 
terials. It's  stronger  than 
steel  and  more  elastic 
than  nylon.  Currently, 
only  spiders  benefit.  But 
University  of  Wyoming 
researchers  in  Laramie 
say  they  have  identified 
two  key  ingredients  in 
spider  dragline— the  stuff 
spiders  dangle  from. 
More  important,  they 
have  engineered  E.  coli 
bacteria  to  produce  one 
of  these  proteins,  appropriately  named  Spidroin.  "We've  turned 
E.  coli  into  little,  protein-churning  factories,"  says  Randolph  V. 
Lewis,  a  professor  of  molecular  biology.  Manufacturing  the  oth- 
er protein  is  only  a  matter  of  time,  he  predicts. 

Both  proteins  have  the  same  genetic  structure  as  real  spider 
silk.  When  purified  and  processed,  Lewis  believes,  they  can  be 
spun  into  fibers  that  will  outperform  other  commercial  fi- 
bers, natural  or  synthetic.  "They  will  be  strong  enough  that 
you  can  make  fibers  one-quarter  to  one-tenth  the  diameter  of 
current  fibers  with  no  loss  in  strength,"  he  says.  They  might 
also  be  used  for  microsutures  or  artificial  ligaments. 
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COMPUTERS  I 


SERVERS:  A  PC 
MONEY  MACHINE 


Computers  that  manage  PC  networks  are  where  the  action  is 


Personal  computer  makers  haven't 
had  it  easy  for  a  long  time.  Sure, 
the  market  continues  to  expand 
at  a  healthy  rate.  But  price  wars  long 
ago  reduced  desktop  machines  to  com- 
modities, and  notebooks  aren't  far  be- 
hind. But,  at  least  for  now,  it  seems 
that  the  market  has  found  a  new  sweet 
spot— so-called  network  servers,  the  be- 
hind-the-scenes machines  that  coordinate 
networks  of  desktop  PCs.  Servers  are 
not  only  turning  out  to  be  hot  sellers, 
they're  almost  twice  as  profitable  as  oth- 
er PCs.  The  reason?  A  company  might 
pinch  pennies  when  buying  commodities, 
but  it'll  pay  top  dollar  for  the  hardware 
that  forms  the  backbone  of  its  business. 

The  fuel  that  is  igniting  the  market  is 
downsizing— trading  mainframes  and 
minicomputers  for  net- 
works of  powerful  PCs 
and  workstations.  The  PC 
server  business  will  climb 
from  $4.7  billion  in  1993 
to  $7.4  billion  in  1996,  ac- 
cording to  International 
Data  Corp.  And,  in  addi- 
tion to  providing  the 
30%-plus  gross  margins 
that  are  a  just  a  dim 
memory  in  desktops 
(chart),  the  server  busi- 
ness gives  PC  makers  a 
chance  to  move  upmar- 
ket to  provide  the  core 
computing  resources  of 
corporations.  "I  tell  PC 
makers  they  can't  afford 
to  miss  out  on  this  market 
analyst  Susan  Frankel. 
"BLOODTHIRSTY."  The  top  suppliers  have 
already  gotten  the  message.  Compaq 
Computer  Corp.  has  been  pushing  hard 
in  servers  for  five  years  and  last  year 
passed  IBM  to  snatch  the  lead  in  the 
market,  according  to  idc.  Last  year,  Dell 
Computer  Corp.  formed  a  new  Advanced 
Systems  division  to  come  up  with  more 
powerful  server  models.  Meanwhile,  IBM, 
Digital  Equipment,  and  Hewlett-Pack- 
ard are  preparing  to  launch  new  server 
products  that  will  offer  "mainframe-like" 


features  such  as  the  ability  to  keep  run- 
ning despite  component  failures  or  pow- 
er outages. 

PC  companies  that  don't  compete  suc- 
cessfully in  servers  could  find  them- 
selves in  trouble.  "There  has  to  be  prof- 
itability in  this  business  someplace,"  says 
Michael  Lambert,  vice-president  of  serv- 
er marketing  at  Compaq,  which  gets 
14%  of  its  revenues  and  28%  of  profits 
from  servers.  "This  enables  us  to  go  out 
and  be  bloodthirsty"  in  other  segments. 

So,  Compaq  and  other  PC  makers  are 
pumping  up  their  development  organ- 
izations to  produce  increasingly  powerful 
and  reliable  servers.  Compaq  spends 
about  one-third  of  its  $170  million  R&D 
budget  on  servers.  And  over  half  of  its 
server-development  staff  are  software 


follow-on  sales  of  20  or  so  desktops,  A 
as  corporations  do  more  of  their  corn]! 
ing  on  PC  networks,  the  demand  for  r| 
types  of  servers  seems  inexhaustill 
"The  wider  our  product  line  gets,  1 
more  each  model  seems  to  grow,"  I 
says.  "It  just  doesn't  follow  the  ssl 
rules  as  other  markets." 

In  mid-March,  Compaq  launched  wl 
could  be  its  highest-volume  server 
Called  the  ProSignia  vs,  the  machin 
priced  from  as  little  as  $2,800- 
enough  to  compete  with  the  "PCs 
their-sides"  that  now  pass  as  server; 
many  small  businesses  and  branch 
fices.  With  monthly  sales  of  more 
10,000  since  late  last  year,  "Our  mai 
share  should  grow  considerably— ma 
by  another  50%,"  predicts  Stimac. 

As  a  result,  competitors  are  now 
ing  to  keep  pace.  Fast-rising  Hewl 
Packard  Co.  doubled  its  market  sh 
in  1993,  to  10%,  and  announced  two  i 
lines  of  servers  on  Mar.  16,  comp 
with  new  software  to  help  control  : 
work  operations.  AST  Research  Inc. 
continue  to  push  its  servers.  And  n 
month,  Digital  Equipment  Corp.  is  p 
ning  to  announce  a  new  line  of  ser\ 
for  PC  networks,  based  on  its  Alpha 
croprocessor,  says  Terry  C.  Shannoi 
principal  with  market  researchers 
minata  in  Hollis,  N.  H. 


WHERE 
MARGINS 
ARE 

HIGHEST 


SERVERS  DELIVER  FATTER  PROFITS  AS  COMPAQ  CAN  TESTI 


20 


1993 

What  Compaq's  PC 
servers  contribute  to 
the  company 


PC  SERVERS         DESKTOP  PCs        NOTEBOOK  PCs 


PRICES  ► 


PROFIT  MARGINS  ► 


52,000-520,000 


20°/<>-34% 


51,000-56,000 


15%-18% 


51,000-57,000 


18%-22% 


DATA:  BIS  STRATEGIC  DECISIONS  INC ,  COMPAQ  COMPUTER  CORP 


SHIPMENTS  REVENUE 

A  PERCENT 


PROFIT 


says  IDC 


specialists.  Compaq's  network-manage- 
ment software  includes  programs  to  au- 
tomate installation  as  well  as  supervise 
network  activity  and  monitor  hundreds 
of  components  to  spot  overheating 
boards  or  disk  drives  before  they  break. 

That  commitment  is  paying  off.  Com- 
paq's market  share  leaped  from  26%  to 
37%  last  year.  And  executives  of  the 
Houston-based  company  say  sales  of 
servers  are  now  leading  to  additional 
sales  of  desktop  machines.  Gary  Stimac, 
general  manager  of  Compaq's  Systems 
Div.,  figures  every  PC  server  results  in 


IBM  isn't  sitting  still  either.  IBM 
sonal  Computer  Co.  President  Roberl 
Corrigan  says  the  company  "hasn't  d| 
as  well  as  I'd  like"  in  servers.  So  in 
uary,  Corrigan  appointed  Michael  C 
man  general  manager  of  a  new  PC  s< 
er  unit.   In   early   March,  Coler 
gathered  customers  and  computer  d 
ers  in  Boca  Raton,  Fla.,  to  share  som< 
his  plans  and  "to  make  sure  we're 
tune  with  the  marketplace."  But  it  r 
be  tough  convincing  customers  that 
has  caught  up  in  this  key  segmc 
"They're  always  a  generation  behii 
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"I  finally  found  a  company  who 
backs  up  their  dedicated  lines 
with  dedicated  people." 


"I  knew  I  could  choose  my  long 

distance  carrier.  I  didn't  know 

I  could  choose  my  local  carrier,  too." 

"It's  nice  to  have  an  option  in  local  private  line  service.  Especially  when 
that  option  is  Teleport  Communications  Group  (TCG).  They're  the 
ones  who  deliver." 

"Fast  installation,  99.99%  availability, 
customer  service  in  minutes  instead 
of  hours  or  days,  and  people  who 
treat  me  like  I'm  special.  What  more 
could  1  ask?" 

"Every  way  you  measure  private  line  performance,  TCG  measures  up. 
And  after  years  of  settling  for  what  1  could  get,  I'm  finally  getting  what 
I  want.  Why  didn't  I  think  of  this  sooner?" 


You'll  be  important  to  us.  Make  us  prove  it. 

Call  1-800-969-5686  ext.  110  for  a  free  network  evaluation  without  any  obligation. 
Or  fax  us  this  coupon  at  1-800-899-9155  for  literature  and  more  information. 
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says  Steven  Marks,  a  systems  manager 
and  vice-president  at  Lehman  Brothers 
Inc.  "They  promise  the  right  things  but 
never  deliver." 

To  redress  the  situation,  IliM  has 
granted  Coleman's  division  its  own  engi- 
neering and  marketing  units— a  first  for 
IBM  PC.  Another  plank  in  the  recovery 
platform:  a  new  line  of  servers  code- 
named  Pegasus  that  will  have  up  to  four 
of  the  new  PowerPC  microprocessors 


made  with  Motorola  Inc.,  says  Shannon, 
who  expects  that  they'll  he  introduced 
by  the  end  of  the.  year. 

And  don't  expect  Compaq  to  let  up. 
Stimac  says  that  his  top  goal  is  to  con- 
tinue to  steal  market  share  from  all  com- 
ers, especially  IBM.  "Their  lack  of  leader- 
ship in  this  market  has  left  a  window  for 
us,  so  why  not  take  advantage?" 

The  plan  seems  to  be  working.  Jerry 
Nave,  president  of  PC  reseller  cpl  Ltd. 


in  King  of  Prussia,  Pa.,  has  dropped 
as  a  supplier  and  now  gets  85%  of  his 
ventory  from  Compaq.  But  vict 
comes  at  a  price:  Compaq  boasts  of 
ing  its  servers  at  30%  to  40%  below 
prices,  and  rivals  that  want  to  kn 
Compaq  out  are  bound  to  cut  pr 
more  deeply.  That's  a  sure  way  to  s 
a  sweet  spot. 

By  Peter-  Burrows  in  Dallas,  with 
Soger  in  New  York  and  bureau  repot 


TELECOMMUNICATIONS  I 


CEO  MATTHEWS:  SALES 
COULD  HIT  $1  BILLION  A 
YEAR  IN  THREE  YEARS 


NEWBRIDGE'S  JOYRIDE 
ON  THE  INFO  HIGHWAY 


Suddenly,  sales  of  its  high-speed  data  switches  are  in  overdrive 


Telecommunications  companies  are 
the  hottest  stocks  on  Wall  Street 
these  days,  as  everyone  rushes  to 
place  their  bets  on  the  Information 
Superhighway.  Among  the  hottest  is  a 
little  Canadian  company,  Newbridge  Net- 
works Corp.,  whose  NASDAQ-traded 
shares  have  soared  from  3  in  late  1991 
to  around  60  today. 

Wait  a  minute,  readers  with  long 
memories  must  be  saying.  Just  three 
years  ago,  Newbridge  looked  like  an- 
other high-tech  startup  that  was  flaming 
out  fast.  This  eight-year-old  maker  of 
telecommunications  networking  gear  re- 
ported a  $13  million  loss  on  sales  of  $110 
million  for  its  1991  fiscal  year,  a  victim  of 


the  recession  and  out-of-control  costs. 
Smelling  blood,  short-sellers  moved  in 
for  the  kill  and  sent  the  stock  from  a 
high  of  18  to  that  3  mark.  That  led  dis- 
gruntled U.  S.  shareholders  to  file  a  class 
action,  which  Newbridge  settled  in  late 
1991  for  about  $5  million. 

All  this  bad  news  obscured  the  fact 
that  Newbridge  was  putting  together  a 
line  of  switches  and  other  products  ideal- 
ly suited  for  the  advanced  voice  and 
data  networks  that  corporations  are 
building  to  link  global  operations.  By 
the  end  of  the  decade,  some  of  this  same 
switching  technology  will  help  bring  a 
flood  of  digital  programming  to  millions 
of  homes.  Already,  sales  of  advanced 


networking  equipment  such  as  mi 
plexers  are  exploding— and  Newbridj 
sales  along  with  them.  Sales  for  fi 
1994,  ending  Apr.  30,  are  expectec 
top  $400  million,  more  than  triple 
1991  level.  With  gross  profit  margin 
69%,  earnings  should  hit  $110  mill 
analysts  estimate. 

And  there's  no  sign  of  a  slowdown 
May,  Newbridge  will  more  than  doi 
its  manufacturing  capacity  to  accom 
date  sales  of  more  than  $1  billion  a  y 
a  level  that  analysts  predict  it  will  r< 
within  three  years.  "We  want  to  br 
into  the  big  leagues"  of  telecommun 
tion-equipment  suppliers,  says  Chief 
nancial  Officer  Peter  D.  CharboniK 
To  do  so,  Newbridge  is  charging  in 
critical  switching  technology  for  se 
ing  the  reams  of  data  and  video  nee 
for  the  Info  Highway:  Asynchron 
transfer  mode  (ATM). 

OPEN    STRATEGY.   ATM    COllld    be  \ 

big  very  soon.  Analysts  expect  the 
ket  to  grow  from  under  $100  millioi 
1993  to  billions  by  the  late  1990s, 
tiny  Newbridge  faces  some  formid; 
competition:  AT&T,  Northern  Telec 
and  NEC  are  all  entering  the  mar 
But  the  company's  CEO  and  founder-, 
ence  H.  Matthews,  is  known  for  tal 
on  the  big  guys.  A  native  of  the 
Welsh  village  of  Newbridge,  he  cam 
Canada  at  age  26,  in  1969,  to  work 
Northern  Telecom  Ltd.  In  1972,  he 
to  co-found  Mitel  Corp  and  turne< 
into  one  of  the  world's  leading  produ 
of  office  phone  systems.  After  Bri 
Telecommunications  PLC  bought  a 
trolling  interest,  Matthews  left  in 
and,   with   $10  million  of  his  o 
launched  Newbridge. 

When  Newbridge  was  founded, 
world's  large  corporations  were  scr 
bling  to  build  private  networks  linl 
their  computers  and  telephones  aro 
the  world  into  a  seamless  whole.  N 
bridge's  strategy  was  to  build  netwi 
ing  equipment  that  met  the  standard 
all  the  world's  major  phone  syste 
while  its  competitors  typically  offe 
proprietary  technology  that  was  d 
cult  to  integrate  into  large  global 
works.  The  open  strategy  Newbri 
pursued  won  it  a  slew  of  multinatit 
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An  IRA.  at 
Twentieth  Century: 

A  good  idea 
made  better. 


Tax-deferred  earnings  could  mean 
more  witk  returns  like  tkese: 


Top-Performing  Funds  From  twentieth  Century 


Average  Annual  Total  Returns  as  of  December  31,  1993  * 


10  Years 

5  Years 

1  Year 

Life  of  Fund 

Select  Investors 

12.7% 

14.8% 

14.6% 

1  7.4%  (6/30/71)3 

Vista  Investors 

12.4% 

18.1% 

5.4% 

12.5%  (11/25/83) 

Heritage  Investors 

17.2% 

20.4% 

18.3%  (11/10/87) 

International  Equity 

42.6% 

20.7%  (5/9/91) 

In  today's  tax  climate,  the  tax- deferred  earnings  of  an  IRA  are 
more  important  than  ever.  Make  your  IRA  mean  more  by  investing 
it  in  Twentieth  Century's  family  of  no-load  mutual  funds.  Because 
the  funds  have  different  objectives,  you  can  choose  the  one  that  best 
meets  your  own  investment  goals.  While  past  performance  doesn't 
guarantee  future  results,  Twentieth  Century  has  a  history  of  strong 
performance  over  time.  A  Twentieth  Century  IRA:  It's  a  good  idea 
made  better. 

Call  or  write  for  your  free  IRA  information  kit.  The  kit  contains 
a  prospectus  with  more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully 
before  investing.  Our  family  of  no-load  funds  is 
also  available  for  401  (k)  and  Keogh  plans. 

Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


€j  199*  Twentieth  Century  Services,  Inc 
BSW 


Invest)iie>its  That  ll7or/?" 


NO  CUSTODIAL  FEES  FOR  IRAS  OVER  $10,OOOI 


■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 

'  Performance  for  the  period  reported  above  corresponds  with  Twentieth  Century's  implementation  of  its  current  invest- 
ment  philosophy  and  practices. 


MBHe^HDklSHBBffiHi 

customers  such  as  Bank  of  Amerl 
Matthews  then  went  to  work  on  lal 
phone  companies,  convincing  them  tl 
they  could  use  the  same  equipment! 
fend  off  competitive  threats  from  I 
vate  service  providers.  Nynex  Corp 
using  Newbridge  equipment  to  offer 
vanced  services  such  as  video  con 
encing  to  New  York-based  corporate 
Because  Newbridge's  switching  eqi 
ment  allows  Nynex  to  manage  the 
work  from  a  computer  workstation, 
can  hook  up  two  offices  in  Manhattat 
a  matter  of  minutes,  where  it  usee 
take  weeks,"  says  Carl  Douglas,  n 
ager  of  Nynex  Enterprise  Servi< 
That,  he  says,  "has  helped  us  stop 
bleeding  of  markec  share"  to  rivals  t 
skirt  local  phone  networks  to  link  c 
panies  directly  to  long-distance  cam 
BATTLE  STATIONS.  All  this  has  m 
Newbridge  a  standout  in  the  market 
networking  equipment,  says  Yan 
Group  Inc.  analyst  Jennifer  Pigg.  Eq 
ment    sales  to 


A  HOT  INI 
HIGHWAY  SI 


DATA:  8RIDGF  INFORMATION ! 


phone  companies 
already  account 
for  two-thirds  of 
Newbridge's  rev- 
enue,   up  from 
about  one-third 
two  years  ago. 
Lap  Lee,  an  ana- 
lyst at  Gordon 
Capital    Inc.  in 
New  York,  pre- 
dicts that  sales 
will  soar  to  more 
than  $600  million 
in  fiscal  1995.  "And  in  three  to 
years,  I  wouldn't  be  surprised  to 
them  reach  $1.5  billion,"  while  earni 
should  nearly  double  in  the  next 
years,  he  predicts. 

Longer-term,  Newbridge's  prosp 
hinge  on  ATM,  a  switching  technol 
that  can  simultaneously  transmit  ev 
thing  from  broadcast-quality  video 
huge  data  files  to  voice  calls,  all  at  bl 
ing  speeds.  The  company  has  aire 
taken  an  early  lead  in  building  s< 
small-scale  switches,  with  which  Pa 
Bell  is  building  an  ATM  network  for 
porate  customers  in  California.  This  { 
erful  network  "will  be  the  foundatior 
our  future,"  says  Jose  Verger,  ATM  p 
uct  manager  for  Pacific  Telesis  Groi 

But  it's  still  early  days  for  ATM, 
"everyone  who  is  anybody  in  tele( 
munications  will  have  an  ATM  pn> 
in  five  years,"  acknowledges  Ja 
Mackie,  head  of  business  developn 
for  Newbridge.  Analysts  warn  that 
ATM  battle  will  be  bloody.  Luckily,  > 
bridge  already  has  some  experienc 
how  to  weather  tough  times. 

By  William  C.  Siprumds  in  Kanata, 


INFORMATION  PROC 


ace 


Commentary/by  Aaron  Bernstein 


WHY  UNIVERSAL  HEALTH  COVERAGE  IS  SMART  MEDICINE 


n  early  February,  United  Airlines 
Inc.  decided  to  stop  providing  med- 
ical insurance  for  new  hires.  By 
d-March,  the  carrier  had  added  450 
;ervations  agents  and  other  nonunion 
iployees  who  agreed  to  forgo  cover- 
3.  United  isn't  alone.  In  recent  years, 
jusands  of  employers  have  cut  out 
/erage  for  new  workers  or  yanked  it 
im  current  ones.  Many  startups, 
anwhile,  simply  don't  offer  a  plan  at 
,  As  a  result,  millions  of  families  are 
w  uninsured— unless  their  bread- 
nners  are  blind,  disabled,  or  on  wel- 
•e,  and  thus  qualify  for  Medicaid, 
;  government  program  that  provides 
alth  care  for  the  indigent. 
The  retreat  of  employers  from  health 
urance  spotlights  a  central  issue  in 
s  health-care  debate:  Should  every 
^zen  have  medical  insurance,  as  Pres- 
ent Clinton  insists?  Or  is  this  ad- 
rable  goal  simply  too  expensive?  The 
swer:  Universal  coverage  is  essen- 
I— and  not  just  because  it's  the  right 
ng  to  do.  It  also  is  virtually  impos- 
le  to  achieve  the  other  primary  goal 
reform— cost  control— without  bring- 
;  everyone  into  the  system. 
RPORAYE  CASTOFFS.  "We  don't  let 
)ple  bleed  on  the  street.  So  we're 
ring  for  the  uninsured  anyway,"  says 
lliam  S.  Custer,  the  research  direc- 
at  the  Employee  Benefit  Research 
titute  (ebri),  a  nonprofit  Washington 
•up  that  doesn't  endorse  a  particular 
dth-care  bill.  "Also,  as  employers 
luce  the  number  of  people  in  the 
k  pool,  the  pool  gets  riskier,  and 
miums  go  up  for  everyone  still  pay- 
for  insurance." 

rhe  problem  is  evident  in  the  fig- 
;s  on  employer  coverage.  Compa- 
s  and  other  employers  provided  pri- 
ry  health  insurance  for  55.6%  of 
lericans  in  1992,  the  latest  year 
lilable,  down  from  59.7%  in  1988, 
ording  to  EBRl's  tabulations  of  Cen- 

Bureau  statistics  (chart).  That  rep- 
ents more  than  10  million  workers 
1  dependents  who  either  lost  cov- 
ge  or  didn't  get  it  when  they  start- 
a  new  job.  The  actual  figure  is  even 
her,  because  ebri  includes  some  3.6 
lion  workers  who  get  coverage 
augh  their  employers  but  must  pay 

entire  cost  themselves, 
taxpayers  and  those  who  remain  in- 
ed  pick  up  the  tab  for  these  corpo- 


rate castoffs.  Some  of  the  uninsured 
have  sought  refuge  in  Medicaid,  where 
the  number  of  recipients  soared  40% 
between  1988  and  1992,  to  20.5  million 
people,  according  to  ebri.  Part  of  the 
increase  occurred  because  Congress 
eased  Medicaid's  eligibility  rules.  But 
some  of  those  left  stranded  by  com- 
panies—such as  part-timers  making  low 
wages— joined  up  as  well,  experts  say. 
Add  in  continuing  medical  inflation, 
and  taxpayers'  bill  for  Medicaid  has 
jumped  159%  since  1988,  to  $140  billion 
last  year. 

Most  of  the  other 
people  abandoned  by 
employers  have  no 
coverage  at  all.  The 
ranks  of  uninsured 
have  risen  by  15% 
since  1988,  to  38.8 
million,  according  to 
ebri.  But  as  Custer 
says,  taxpayers  foot 
the  bill  for  them,  too. 
Experts  aren't  sure 
how  much  health  care 
the  uninsured  get 
from  public  health 
clinics,  city  ambu- 
lances, and  hospital 
emergency  rooms. 
But  the  estimates 
range  from  about  half 
to  two-thirds  of  what 
the  insured  get.  The 
funds  for  such  ser- 
vices either  come 
from  public  coffers  or 
are  rolled  into  health- 
care providers'  prices 
for  everyone  else. 

Given  the  highly 
inefficient  nature  of 


A  MILLIONS  OF  PEOPLE 


HEALTH-CARE  CRUNCH 

AS  EMPLOYER-PROVIDED 
150—  COVERAGE  SHRINKS... 


w  0^Lr 


...THE  UNINSURED 
ARE  INCREASING 


...AND  SO  ARE 
MEDICAID  RECIPIENTS 


emergency  care,  un- 
checked growth  in 
the  numbers  of  uninsured  could  negate 
the  various  cost-control  ideas  being 
considered  in  Washington.  Preventive 
care,  which  usually  is  cheaper  than 
waiting  for  an  emergency,  is  virtually 
nonexistent  for  these  people.  Also, 
most  of  the  managed-care  cost-control 
measures  employers  are  applying  to 
the  insured  don't  work  in  hospital 
emergency  rooms.  And  since  the  poor 
aren't  paying  for  their  care,  the  market 
competition  envisioned  by  reformers, 
such  as  Representative  Jim  Cooper  (D- 


DATA  EMPLOYEE  BENEFIT  RESEARCH  INSTITUTE 


Tenn.),  wouldn't  have  much  impact  on 
its  cost  either.  "There's  a  strong  reason 
to  move  to  universal  coverage:  to  get 
rid  of  the  cross-subsidies  and  other  in- 
efficiencies," says  C.  Eugene  Steuerle,  a 
health  expert  at  the  Urban  Institute,  a 
Washington  think  tank  that  hasn't  en- 
dorsed any  health-care  bill. 

So  far,  Congress  isn't  rushing  to 
embrace  coverage  for  everyone.  Only 
two  of  the  reform  initiatives  swirling 
around  the  Capitol  insist  on  universal 
coverage:  Clinton's  and  one  from  Rep- 
resentative Jim  Mc- 
Dermott  (D-Wash.) 
that  calls  for  a  Cana- 
dian-style system. 
hefty  hike.  Most  oth- 
er reformers  object 
to  the  projected  ex- 
pense for  insuring  39 
million  extra  people: 
It  ranges  from  $25 
billion  to  $60  billion 
a  year,  depending  on 
assumptions  about 
how  many  health-care 
dollars  the  uninsured 
already  use.  That 
translates  into  about 
$260  to  $625  a  year 
per  household.  Clin- 
ton expects  most  of 
this  to  be  offset  by 
the  slowdown  in  med- 
ical cost  hikes  his 
plan  envisions.  But 
most  polls  show  that 
taxpayers  may  be 
willing  to  pony  up 
even  if  that  doesn't 
happen.  For  instance, 
a  1993  ebri  poll  found 
that  76%  of  Ameri- 
cans want  Washing- 
ton to  provide  health 
insurance  to  everyone,  even  if  it  means 
a  tax  hike.  On  average,  respondents 
said  they  would  pay  $169  a  year  more 
in  taxes. 

It  makes  no  sense,  in  short,  to  leave 
the  uninsured  out  of  the  equation.  If 
that  happens,  any  reform  plan  will  face 
a  never-ending  battle  to  rein  in  the 
runaway  costs  created  as  employers 
abandon  health  insurance. 

Bernstein  is  BUSINESS  week's  Work- 
place editor. 
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The  first  computer  software 
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The  first  index  to  provide 
1         a  performance  benchmark 
for  mid-capitalization  stocks. 
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Pile    Edit    Browse    Search      Find  Location 

The  first  encyclopedia  of 
mammalian  biology  with 


text,  still  images,  sound 
and  full-motion  video. 


Hie  Multimedia  Encyclopedia  of  Mammalian  Biology  on  CD-ROM 

At  McGraw-Hill,being  first 
is  almost  second  nature. 


The  first  multimedia  learning 
system  integrated  with  a 
public  television  series  for  the 
study  of  Spanish. 
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The  first  real-time  Japanese 
bond  and  money  market 
analysis  for  financial 


professionals  worldwide. 


The  first  major  U.S.  business 
news  magazine  published  in  Russian 


Business  Week/Russian  Language  Edition 


The  first  on-line  database 
devoted  exclusively  to 
the  aviation  and  aerospace 
industry  worldwide 

■HHHHT~ 


Aviation/ Aerospace  Online 


In  nrint  through  books,  magazines  and  newsletters  •  On-line 
oveS  nf  works  •  Over  the  air  Wel^.  ^«Je  and  FM 
sideband  •  On  software,  videotape,  facsimile  and  compact  disks. 

Mcfcraw-Hill  provides  information  in  many  frequencies:  ins tantly, 
riailv  wlklv  molhly,  annually-to  meet  the  growing  and  changing  global 
needs  ofbusiness  industry,  education,  the  professions  and  government. 


INVESTMENT  CHALLENGE 


LEADERS 


Week  6*  Closing  Values  as  of  3/09/94 


Here  arc  the  leaders  in  ihe. 
Fidelity  Investment 
Challenge.  On  February  I, 
over  5,500  amateur  investors 
began  trading  with  a  fictional 
!25O,00O  portfolio.  Over  the 
course  ol  the  nexl  2  months, 
they  will  buy,  sell,  or  short 
sell  any  slock  listed  mi  the 
NYSE.  AMEX.orOTC. 


THE  TOP  30  AMATEUR  INVESTORS 


At  the  end  ol  competition, 
March  31, 1994,  the  paniti- 
panl  witli  ihe  highest  equity 
value  will  win  a  1994  Lincoln 
Mark  VIII  plus  '2,000  in  cash. 
Other  winners  will  win  cash, 
financial  software  and  Market 
Masier  t-shirts  for  their 
performance, 


Rank  Investor 

City.  State 

Equity  Value 

1 

Raymond  Olson  Jr 

Ocean  Grove.  NJ 

$455,390 

2 

Julia  M.  Russell 

Orange  City.  FL 

$355,524 

3 

John  E.  BragrJon 

Temple  Hills.  MD 

$353,656 

1 

Jay  Christiansen 

Bradenton.  FL 

$348,654 

5 

Enc  Newman 

Fairfield,  CT 

$327,721 

G 

Doug  Mcneely 

Fort  Worth,  TX 

$327  016 

7 

Jeff  Wallet 

Aromas,  CA 

$326,394 

8 

Chris  Costanzo 

Austin,  TX 

$325,834 

9 

Jerry  Gerhardt 

Alameda.  CA 

$324,479 

10 

William  Babcock 

Columbus.  OH 

$322,684 

11 

William  Duffy 

Juliet,  IL 

$322,026 

12 

Michael  Groff 

Tolland,  CT 

$321,805 

13 
14 

C.R.  High 
Leonard  Kosson 

League  City,  TX 
Chffside  Park.  NJ 

$321,782 
$318,847 

15 

Iim  Hasara 

Springfield.  IL 

$317,859 

16 

John  Borell 

Medfield.  MA 

$316,716 

1? 

Peter  Ferrero 

Houston.  TX 

$315,657 

18 

Lawrence  H.  Cheung 

Houston.  TX 

$312,754 

19 

zo 

Fred  Blum 
Simon  Chan 

Farmington  Hills.  Ml 
Columbia,  SC 

$312,400 
$311,660 

21 

Howard  Mackey 

Teaneck,  NJ 

$311,531 

22 

Cristopher  Rosad 

Floral  Park.  NY 

$310,330 

23 

James  Simon 

North  Andover.  MA 

$309,300 

24 

Doug  Hammond 

Corinth.  MS 

$309,169 

25 

Betty  Rogers 

Dallas.  TX 

$309,11  1 

26 

Dick  Bennett 

Overland  Park.  KS 

$309,043 

27 

Bogdan  Brycki 

Mount  Laurel.  NJ 

$308,383 

23 

Harry  Hoffman 

Brooklyn.  NY 

$307,874 

29 

Chuo-Kee  Bo 

Fremont,  CA 

$306,892 

30 

Bon  Black             Redmond.  WA  $306,513 

THE  COMPETITION  UP  CLOSE 

Ai/eraim  Pnitlnlin  Value 

$238,600 

Avk 

aoe  Percentaoe  Increase 

-4.56% 

Averane  Numher  nl  Trarins  Used    

 18 

Portfolio  Value  ol  the  100th 

tanked  Account 

 $283,952 

The  Fidelity  Investment  Challenge  is  Sponsored  By 


Fidelity 


Investments 

^*         Discount  Brokerage 


With  Special  Thanks  To 

1  LINCOLN 
^  MERCURY 


For  information  on  upcoming  Fidelity  Challenges,  call 

1  800  858.1994  e*25 
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BASKETBALL  I 


PUTTING  THE  GLOBETROTTERS 
BACK  ON  THE  MAP 


Owner  and  alumnus  Mannie  Jackson  is  out  to  restore  the  magic 


As  the  lights  dim  at  Madison 
Square  Garden,  silence  settles 
over  the  audience.  Suddenly,  the 
finger-popping  melody  of  Sweet  Georgia 
Brown  fills  the  air— and  the  crowd 
erupts.  Through  a  curtain  of  smoke  and 
lasers,  the  Harlem  Globetrotters  jog  onto 
the  court,  zipping  basketballs  to  each 
other.  But  as  the 
team  warms  up,  one 
man  is  eyeing  their 
entrance  with  the 
intensity  of  an  over- 
budget  Hollywooc 
director. 

Dressed  in  a  dark 
double-breasted  suit, 
Globetrotter  owner 
Mannie  Jackson 
strides  out  and  takes 
a  seat  on  the  bench. 
While    the  crowd 
roars  approval  of  the 
team's  "Magic  Circle," 
a  dazzling  display  of 
ball-handling,  Jackson 
scribbles  notes  on  a 
pad.  Occasionally,  he 
whispers  to  his  as- 
sistant or  beckons 
a  player  for  some 
last-minute  strate- 
gizing.     At  one 
point,  he  shakes  his 
head     at  center 
"Sweet  Lou"  Dun- 
bar, who  has  missed 
several  of  his  patent- 
ed   pregame  hook 
shots  from  half-court. 
"I've  told  him  that  i 
he      misses  three 
straight,  he  should  just 
walk  away,"  Jackson 
says. 

EMPTY  LOCKER.  Three  decades  ago,  that 
might  well  have  been  Jackson  out  there. 
In  the  1960s,  he  was  a  Globetrotter  point 
guard  known  for  his  poetic  passes  and 
radar-accurate  jumpers.  But  in  1968,  he 
traded  in  his  high-tops  and  joined  Min- 
neapolis-based Honeywell  Inc.,  where  he 
is  currently  a  senior  vice-president  head- 
ing the  company's  $2.3  billion  Interna- 


tional &  Home  Buildings  Control  ( 
sion.  Last  year,  Jackson  bought 
Globetrotters  from  Minneapolis-b£ 
International  Broadcasting  Corp.,  w 
went  into  Chapter  11  in  1991.  No; 
gia?  Maybe  a  touch.  But  Jackson 
hard-nosed  businessman.  "My  goal  i 
improve  the  image,  fix  the  infrastj 


JACKSON,  A  HONEYWELL  EXECUTIVE, 
PLAYED  FOR  THE  TEAM  IN  THE  1960s 

ture,   and   drive   value,"  he 

Years  of  languishing  under  a  si 
of  owners  have  left  the  68-yeai 
Los  Angeles-based  Globetrottei 
outdated  as  an  underhand  free  tl 
While  Jackson  declines  to  discuss 
enues,  he  maintains  that  the  tean" 
been  profitable  over  the  years 
biggest  strength  being  strong  nam« 
ognition  in  the  80  U.  S.  and  50  fot 
cities  it  hits  each  year.  Howevei 
various  owners  treated  the  team 
cash  cow  rather  than  a  business  t 
vest  in.  Until  now,  that  is.  When  I 
national  Broadcasting  operated  u 
Chapter  11,  the  Globetrotters' 


SPORTS  1 


Sure  they're  fast. 


Sitting  behind  the  wheel 
of  a  Pentium  "  processor  is 
like  driving  one  of  those 
sports  cars  that  private  eyes 
in  Hawaii  drive. 


screen,  windows  open  like 
they've  got  some  grease  in 
the  tracks,  and  everything 
just  plain  moves  faster. 
But  it  that's  not  fast 


Pentium 

■processor 


But  at  these  prices, 


But  maybe  you're  not  a 
private  eye  in  Hawaii. 
Maybe  you  have  to  stick 
to  a  budget. 

That's  not  a  problem 
anymore. 


enough  for  you,  we'll  soup 
the  whole  thing  up  to  66 
MHz  for  a  few  bucks 
more.  Just  ask  for  our 
LPx  566. 


you  can  arrori 


ffi 


The  new  DECpc' 'LPx 
560  has  a  high-performance 
Pentium  chip  and  a  low 
sticker  price.  Just  $2,499. 

Not  only  that,  the  LPx 
has  our  local  PCI  bus. 


Of  course, 
both  models 
come  standard  with 
our  three-year  limited 
warranty. 

Now  you  can  blow 


he  speeding  tickets. 


Put  any  other  bus  with  a 
Pentium  chip  and  you're 
sticking  a  dinky  carburetor 
on  a  racing  engine. 

With  a  local  PCI  bus, 
graphics  snap  onto  the 


down  the  highway  without  a 
lot  of  money  in  your  pocket. 

That  expensive  speed 
trap  is  gone. 

Call  1-800-670-9545. 

Please  reference  BUV  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fn  ET. 


m 

ID 

t 
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D 

PC 

Beyond  the  box. 


O  DIGITAL  EQUIPMENT  CORPORATION  1994.  The  DIGITAL  logo  and  DECpc  are  trademarks,  and  Beyond  The  Box 


GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 
CALL  1  -800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


MICHAEL   30  years  old.  Captain,  U  S 
An  Force  and  Veteran  of  the  Gulf  War 
Michael  learned  he  was  HIV  positive 
two  years  ago 

CAROL  30  years  old  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
for  several  years  she  was  diagnosed  with 
AIDS  two  years  ago  Carol  and  Michael 
plan  lo  renew  their  wedding  vows  on 

'SAN     FRANCISCO     AIDS     FOUNDATION     1993       PHOTOGRAPHED     BY     ANNIE     LEIBOVITZ  their  10th  Anniversary 
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'ifty- eight  Solden  ^JVCalts. 


xty-ihree  ^Manicured  Sreens. 
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nly  One  Qleneagles. 


Deep  in  the  heart  of  Scotland,  Gleneaglcs  presents  its  guests  with  some  very  tough  choices.  Do  you  head  for  the 
ric  King's  golf  course  first ?  Or  the  beautiful  Queen's?  Or  do  you  make  straight  for  the  newly  opened  Monarch's  course, 
ned  by  Jack  Nieklaus?  Should  you  sit  back  and  relax  in  our  spa,  or  head  for  the  glens  and  a  day's  riding,  shooting  and  fishing? 

Choosing  from  the  menu  is  no  less  difficult.  Our  game  and  seafood  are  the  finest  Scotland  has  to  offer. 

Perhaps  you  should  just  head  for  the  bar  and  savour  a  fine  single  malt.  A  single  malt?  Easier 
ban  supped;  there  are  fifty  eight  to  choose  from. 

It's  such  variety  that  makes  your  choice  of  resort  so  easy.  Because  in  the  end  there's  only  one  Clcneaglcs. 
ike  a  bookiiw  or  for  tuoff  information  and  n  hrorhurr  nhnnr  (Ran)  ???  hRnri  nr  mil  \mur  tr/ivrl  nnpytt 
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BE  Friday  1 


Boy  Casio  Z-7O0O 


Lunch  wiBi 
Finance  Dtpf" 


Datebook 

Organize  your  schedule 
with  convenient 
6-month,  month, 
week  and  day  views, 


-4 


9  \ 


America  Online® 

Built-in  software  (plus 
optional  modem)  lets 
you  access  electronic 
mail,  news  and  stock 
quote  services. 


.1 

-1 

Man 

i 

Pocket  Quicken® 

Manage  your  money 
with  easy  checking,  credit 
cant  and  cash-account 
Inn  king  with  the  world's 
~  I  finance  sop  ware. 


K  McNally,  Ed 


Address  Book 

Enter  and  index  both 
text  and  graphic  data 
by  simply  tapping 
on  any  of  16  pre- 
defined fields. 


Available  at:  Service 

178D-CA 


Everything 
you  need  to  master 
the  Casio  Z-7000 

you  learned 
in  the  third  grade. 


Willi  :.uin.iii 


r, 

m 


a 


all  w 


CasKjj  Inc.  570  Mt.  Pleasant  Avenue,  Dover,  NJ  078( 

Merchandise  •  Office  Depot  •  Office  Max  •  Adrays  •  Good  Guys  •  Fry's  Electronics 


If  you  learned  the 
fine  art  of  writing 
back  in  grade  school, 
you  possess  all  the 
skills  necessary  to 
master  the  advanced 
technology  of  the  new 
Casio  Z-7000  Personal 
Digital  Assistant. 

Just  pick  up  the  Casio 
pen  and  print  on  the 
screen.  Not  only  does 
the  Z-7000  recognize 
your  handwriting,  it 
stores  and  organizes 
your  notes,  or  sketches 
in  a  variety  of  helpful, 
intuitive  ways.  It  also 
comes  with  a  host  of 
built-in  productivity 
programs.  Tools  you 
can  put  to  use  today, 
such  as  Datebook, 
America  Online,  Pocke 
Quicken,  and  Address 
Book,  to  name  a  few. 

Optional  link  package; 
can  also  connect  with 
computers  or  printers 
Unlike  other  PDAs, 
the  Z-7000  operates  u 
to  100  hours  on  just 
3  AA  alkaline  batteries 
The  Casio  Z-7000 
Personal  Digital 
Assistant.  So  advancec 
it's  downright  simple. 

I 
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Introducing 
Flat  Fee  Trading: 

any  stock, 
any  amount  * 
any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
Ihe  belief  Ihal  people  who  make  their  own 
invest mcni  decisions  shouldn't  have  to 
overpaj  to  execute  them. 

Instead  of  commissions  that  escalate 
with  the  price  of  a  slock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  AMY  NASDAQ  equity  transaction.  And 
the  same  $30  fee  for  up  to  5.000  shares 
of  any  listed  equity.*Listed  orders  in 
excess  of  fi.OOt)  shares  will  incur  an 
additional  one  cent  per  share  lee  on  the 
entire  order. 

Whether  you're  trading  5,000  shares  of 
IBM  or  25,000  Intel,  our  price  is 
guaranteed.  And  so  is  your  satisfaction.  If 
you  have  any  problems  with  our  service, 
tell  us.  And  your  $30  will  be  returned.  No 
hassles.  And  no  catches. 

So  call  for  your  new  account  kil  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

BROKERS 

Discounting  Redefined 

1-800-4-1 -PRICE 


Member  NASI)  I  sin: 

New  York  •  Los  \ngeles  •  Chicago  •  Dallas  •  W.Palm  Beach 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


"I'm  a  vice  president  because  I  sold  22.000  gizmos 
this  year.  How'd  yon  become  a  p.p.?' 


Call  (708)  690-0010 


P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today. ..student  opportunity  tomorrow 


iflsngsraii 
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Computers 


READY  TO  CRUISE 
THE  INTERNET? 


ardly  a  day  goes  by 
when  there  isn't  some 
story  in  the  paper  or 
on  the  tube  hyping  the  Inter- 
net. You  may  have  noticed 
shelves  in  your  bookstore  de- 
voted to  Internet  guides. 
Friends  have  been  boasting 
about  the  contacts  they've 
made  schmoozing  on  this 
forerunner  to  the  In- 
formation Highway, 
while  exhorting  you  to 
crash  the  party  as  well. 
The  Internet  seems  to  be 
everywhere,  but  frankly, 
you're  still  puzzled  about 
what  it  is  and  what  it 
means  to  you. 

The  object  of  all  this 
fuss  is  a  massive  "net- 
work of  networks" 
linking  some  20 
million  people 
and  more 
than  1.5  mil-  3 
lion  comput-  < 
ers  at  govern- 
ment sites,  corpo- 
rations, and  univer 
sities    around  the 
world.  Members  of 
the  "Net"  commu- 
nity can  exchange 
messages   in  real 
time    with  folks 
halfway  around  the 
planet. 

NEW    FRONTIER.  A 

gaggle  of  databases 
lets  people  retrieve  eco- 
nomic data  and  texts  of  trea- 
ties such  as  the  North  Amer- 
ican Free  Trade  Agreement. 
You  can  tap  into  the  Library 
of  Congress  catalog  or  read 
U.  S.  Supreme  Court  opinions. 
Millions  of  computer  files, 
many  with  sound  clips,  pic- 
tures, and  even  video,  are 
there  for  the  taking,  and  us- 
ers can  exchange  views  with 
one  another  via  thousands  of 
"usenet  newsgroups"  or  bul- 
letin boards.  Job  seekers  can 


post  resumes;  cybercomedians 
can  try  out  their  latest  Tonya 
Harding  zingers. 

Finding  the  information  you 
want  is  daunting.  In  some  re- 
spects, the  Internet  is  a 
throwback  to  the  nascent 
days  of  personal  computing, 
before  user-friendliness  be- 


"You  have  to  have  a  frontier 
mentality,"  says  John  Maku- 
lowich,  an  Internet  trainer  in 
Gaithersburg,  Md.  "If  an  or- 
derly universe  is  important  to 
you,  you're  not  going  to  enjoy 
the  Internet." 

In  all,  the  number  of  Inter- 
net users  has  been  growing 


came  part  of  the  lexicon. 
The  Internet's  sheer  size 
and  the  fact  that  it  isn't 
owned  by  anyone  are  weak- 
nesses as  much  as  strengths. 
And  the  Net  is  still  best 
tamed  by  those  who  learn  a 
few  arcane  commands  from 
the  Unix  operating  system. 
After  all,  the  Internet  dates 
back  to  a  1969  Defense  Dept. 
project  and  was  designed  by 
techies  for  their  own  kind. 


by  about  10%  a  month. 
You  may  be  able  to  get  an 
Internet  account  through  your 
office  or  school;  a  flood  of  col- 
lege freshmen  add  to  the  traf- 
fic every  year.  Other  new  us- 
ers, aka  "newbies,"  can  hook 
up  by  modem  through  Inter- 
net service  providers.  You  can 
obtain  a  provider  list  and  oth- 
er startup  information  by  call- 
ing the  InterNIc  (800  444- 
4345).  The  Electronic  Frontier 


Foundation  (202  347-5400) 
makes  available  The  Big  L 
my's  Guide  to  the  Interm 
no  cost. 

Prices  to  connect  var; 
comparing  rates,  make 
the  outfit  offers  not  ju; 
mail  or  the  newsgroups 
a  full  slate  of  Internet  se 
es  such  as:  Gopher  (w 
helps  you  search),  f 
tool  to  retrieve  f 
and  Telnet  (a  way  t 
cess   other  comput 
Delphi  (800  695-4005 
online  service,  provid< 
Internet  access  for  $; 
month  above  the  co 
ny's    regular  pr 
schemes:  $10  per  n 
gives  you  four 
hours  with  addit 
time  at  $4 
1  r        hour;  $20 
>     20  free 
°  per 
p    with  add 
al  usage 
$1.80  per 
The  company  off 
five-hour  free  tria 
A  costlier  conn« 
enables  your  own 
puter  to  become  pi 
the  Net.  Known  in 
jargon  as  SLIP  for 
Line  Internet  Proto< 
PPP  for  Point  to 
Protocol,  these  cc  t- 
tions  let  you  tra 
files  directly  to  youi 
personal  computer.  Tha 
give  you  the  ability  to 
data  around  more  rapidl 
can  also  run  a  friendly,  \ 
ical  "interface"  such  as  IV 
which  you  can  downlo  \ 
no  cost  from  the  Na 
Center  for  Supercomp 
Applications  at  the  Univ  I 
of  Illinois  (217  244-3473) 
But  SLIP  and  PPP  C(  \ 
tions  can  be  a  nightm 
set    up   even   for  cei 
nerds.  A  speedy  mod 
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lmended,  and  you'll  need 
stall  commercial  software 
as  Internet  Chameleon 
Windows  ($199  from  Net- 
ge)  or  TCP/Connect  II  for 
and  Windows  ($495 
InterCon  Systems), 
1  makes  it  easy  to  man- 
s-mail,  zip  files  around, 
surf  the  Net.  Msen,  an 
net  provider  in  Ann  Ar- 
tfich.,  has  a  typical  pric- 
cheme.  There's  a  one- 
startup  fee  of  $20,  plus 
)er  month  and  $2  per 
of  connect  charges.  Add 
i  hour  for  toll-free  800 
;e.  ANS  CO+RE  Systems, 
1  Communications,  cerf- 
)igital  Express,  and  Per- 
nce  Systems  Internation- 
r),  among  others,  provide 
ir  service. 

IL  floodgate.  Once 
:d  up,  e-mail  is  a  good 
to  start.  Internet  e-mail 
sses  conform  to  a  unique 
x.  Thus  you  have  con- 
ms  like  prez@white- 
i.gov,  representing  the 

name,  the  computer 
,  and  the  organization 

(If  you  use  an  online 
:e  like  America  Online, 
uServe,  GEnie,  or  Prodi- 
>u  already  have  the  abil- 

send  and  receive  Inter- 
i-mail.)  You  can  send 

I  to  "subscribe"  to  count- 
newsgroups,  most  of 
i  adhere  to  their  own 
lg  conventions.  Groups 
the  "comp"  prefix  are 
iter  related  (comp.multi- 
t)  and  those  starting 
"rec"  cover  fun  and 
s  (rec.collecting).  Others 
le:  "sci"  (sci. physics), 
'soc. singles),  and  "misc" 
investing).  Newsgroups 
wistantly  evolving,  and 

II  will  be  available  to 
user.  You  should  sub- 
selectively  or  you  may 
amped  with  more  mail 
'ou  can  possibly  digest, 
some  groups,  newbies 
exactly  welcomed  with 
urns.  When  encounter- 
?roup  for  the  first  time, 

tb  the  urge  to  answer 
iway,"  says  John  R.  Le- 
:o-author  of  The  Inter- 
r  Dummies  (IDG  Books, 
.  It's  0.  K.  to  seek  help, 
rst  make  sure  you've 
the  FAqs  (frequently 
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DECIPHERING  THE  JARGON 


ARCHIE  A  system  for  locating  computer  files  on  the  Net. 

EM0TIC0NS  Visual  cues  for  expressing  emotions  in  e-mail  or 
newsgroup  postings.  Common  variations  include  happy  or 
smiley  faces  (viewed  from  the  side)  :-)  and  sad  faces  :-( 

FTP  Stands  for  File  Transfer  Protocol.  Method  of  transferring 
files  from  one  computer  to  another. 

GOPHER  A  menu-based  system  of  exploring  the  Net. 

IRC  Stands  for  Internet  Relay  Chat.  Live  party  chat  line. 


NEWSGROUPS  Internet  bulletin  boards  or  discussion  groups. 
TELNET  A  method  of  logging  one  computer  onto  another. 


VERONICA  A  search  tool  used  with  Gophers. 

WAIS  Stands  for  Wide  Area  Information  Server.  A  system  for 
retrieving  information  in  databases  and  libraries. 

WWW  Stands  for  World  Wide  Web.  A  "hypertext"  or  linked 
system  for  finding  resources. 

DATA.  BUSINESSWEEK 


asked  questions)  posted  by 
most  groups.  When  you're 
ready  to  jump  in,  keep  your 
missive  focused.  "I'm  looking 
for  an  obscure  Coltrane  re- 
cording" is  better  than  ask- 
ing: "Does  anyone  want  to 
talk  about  jazz?" 
NO  naturals.  Those  who 
breach  the  rules  of  "neti- 
quette"  may  get  excoriated  or 
"flamed."  Beginners  can  al- 
ways find  respite  in  the  al- 
ternative group,  alt.newbie. 
A  sampling:  "Didn't  you 
know?  Nobody  that  flames  a 
newbie  was  *ever*  one  them- 
selves ....  They  all  learnt  to 
use  usenet  in  the  womb." 

Figuring  out  how  to  get 
around  is  a  challenge.  Go- 
phers can  help.  These  are 
powerful  computers  on  the 


Net  that  serve  up  a  menu  of 
other  places  you  can  jump  to. 
The  initial  Gopher  menu  on 
Delphi  offers  19  broad  choices. 
Select  "business  and  econom- 
ics," and  another  menu  ap- 
pears with  selections  such  as 
Clinton's  economic  plan  or  the 
EDGAR  Dissemination  Service 
(for  Securities  &  Exchange 
Commission  filings). 

Many  Internet  service  pro- 
viders set  up  their  own  Go- 
phers or  let  you  connect  to 
others  around  the  world.  Ken- 
ny Greenberg,  the  owner  of 
Krypton  Neon  in  Long  Island 
City,  N.Y.,  needed  to  find  out 
the  power  specifications  for 
transformers  in  the  African 
nation  of  Gabon  so  he  could 
produce  a  neon  sign  for  a 
company  there.  Through  a 


READING  UP  ON  THE  NET 


CONNECTING  TO  THE  INTERN 

dates,  $15.95)  All  you  need 

DOING  BUSINESS  ON  THE  INTERNET  by  Mary  Cronin  (Van  Nostrand 
Reinhold,  $29.95  )  Book  discusses  how  your  business  can  benefit. 

THE  INTERNET  COMPANION  by  Tracy  LaQuey  (Addison-Wesley, 
$1 2.95)  A  non-techie  guide  dotted  with  examples  of  how  people 
use  the  Net. 

THE  INTERNET  GUIDE  FOR  NEW  USERS  by  Daniel  P.  Dern  (McGraw- 
Hill,  $27.95)  Covers  the  span  for  new  and  experienced  users. 

ZEN  AND  THE  ART  OF  THE  INTERNET  by  Brendan  P.  Kehoe  (Prentice 
Hall,  $22).  A  simple  primer  for  beginners. 

DATA:  BUSINESSWEEK 


Gopher  in  Africa,  he  found 
someone  at  an  electrical  en- 
gineering college  in  South  Af- 
rica who  produced  an  answer 
in  a  few  hours. 

The  World  Wide  Web  is 
another  useful  tool  for  surf- 
ing the  Net,  especially  when 
coupled  with  Mosaic  software, 
www  features  powerful  "hy- 
pertext" searching  capabilities, 
so  you  can  click  on  color-cod- 
ed pointers  or  links  to  move 
to  related  documents  and 
files. 

ONLINE  MAGAZINE.  Many  com- 
panies are  scrambling  to 
make  the  Net  easier  to  use. 
On  Mar.  8,  Performance  Sys- 
tems International  and  Conti- 
nental Cablevision  announced 
plans  to  give  Boston-area  sub- 
scribers Internet  access  on 
their  PCs  via  cable-TV  lines. 
O'Reilly  &  Associates  recently 
launched  the  Global  Network 
Navigator,  an  online  magazine 
highlighting  places  to  go  on 
the  Net.  This  spring,  SPRY 
and  O'Reilly  are  planning  to 
bring  out  Internet-in-a-Box  for 
about  $1(J0,  containing  Mosaic, 
a  subscription  to  GNN,  a  copy 
of  The  Whole  Internet  User's 
Guide  and  Catalog,  by  Ed 
Krol  (O'Reilly,  $24.95),  and 
Windows  software.  In  coming 
months,  Quarterdeck  and  oth- 
ers plan  to  sell  their  own 
commercial  versions  of  Mo- 
saic, an  improvement  over 
cruder  early  offerings. 

A  friendlier  Internet  is  al- 
ready on  display  through  the 
Pipeline,  a  New  York  service 
provider  with  slick  Windows 
dashboard  software  that  cam- 
ouflages most  of  what's  going 
on  under  the  hood.  Pipeline 
software  lets  subscribers  use 
a  mouse  to  click  on  picture 
icons  and  menus  to  read  in- 
coming e-mail,  locate  comput- 
er files,  or  chat  with  others. 
The  service  (212  267-3636) 
costs  $15  a  month  with  five 
free  hours  ($2  for  each  addi- 
tional hour),  $20  a  month  for 
20  hours,  and  $35  for  unlimit- 
ed monthly  access.  The  com- 
pany is  licensing  Pipeline  soft- 
ware to  other  providers. 
Before  long,  people  driving 
along  on  the  Information 
Highway  may  not  have  to 
stop  for  directions  quite  so 
often.  Edward  Baig 
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This  was  our  dream 
home?  A  10-foot-high 
mound  of  red  Georgia 
clay  obscured  the  entrance  to 
our  house.  Inside,  the  builder 
was  preparing  to  lay  carpet- 
ing in  the  living  and  dining 
rooms,  where  we  had  bar- 
gained for  an  oak  floor.  The 
fireplace  damper  didn't  work. 
The  deck  was  laid  not  on  con- 
crete blocks  but  directly  onto 
the  ground,  an  invitation  to 
termites.  With  less  than  two 
weeks  to  go  before  the  clos- 
ing, I  was  more  than  a  little 
nervous.  But  constant  nagging 
on  my  part  helped  get  every- 
thing done  properly 
and  on  time. 

So  it  goes  in  the 
demanding  world  of 
home  construction. 
With  1.25  million 
single-family  hous- 
ing starts  expected 
in  1994,  nearly  that 
many  buyers  will 
watch  a  hole  in  the 
ground  become 
home  and  hearth. 
Some  will  build  a 
custom-designed 
house,  others  will 
use  a  cookie-cutter 
plan.  They'll  all 
share  a  need  to  se- 
lect the  right  build- 
er, monitor  work  at 
key  times,  keep 
written  records  of 
agreements,  and 
follow  up  aggres- 
sively even  after 
moving  in. 
LEGWORK.  Choosing 
the  right  builder  is 
the  first  and  most 
important  step.  Be 


Real  Estate 


SIDEWALK  SUPERVISING 
YOUR  OWN  HOUSE 


Remember  to  ask  if  touch- 
es such  as  fancy  molding,  re- 
cessed lighting,  or  masonry 
fireplaces  are  standard.  Check 
the  quality  of  any  appliances 
to  make  sure  the  builder  isn't 
cutting  costs  by  using  poor 
products.  If  you  plan  to  ex- 
ceed the  amount  the  builder 
budgets  for  items  like  land- 


fore  making  an  offer,  visit  the 
builder's  finished  homes.  Look 
for  signs  of  shoddy  craftsman- 
ship, such  as  gouges  in  mold- 
ing. Ask  how  many  homes 
the  builder  is  working  on  to 
get  a  sense  of  his  accessibility. 
If  he  is  putting  up  more  than 
10  homes  at  once,  you're 
probably  going  to  deal  more 
with  the  foreman,  so  get  a 
read  on  that  person,  too.  Ask 
how  long  the  subcontractors 
have  worked  with  the  builder. 
Frequent  turnover  can  be  a 
sign  of  trouble.  And  don't  hes- 
itate to  ask  past  customers 
about  their  experience. 


scaping,  carpeting,  and  light- 
ing, ask  if  you  can  add  the 
extra  amount  to  the  sales 
price  so  it  can  be  financed 
through  your  mortgage  to  re- 
duce out-of-pocket  expenses. 

Find  out  if  the  builder  sup- 
plements the  standard  one- 
year  warranty.  Many  builders 
will  provide  an  extended  war- 
ranty offered  by  the  National 
Association  of  Home  Builders 
that  covers  major  systems  for 
2  years  and  structural  defects 
for  10.  The  cost  is  usually 
built  into  the  house  price.  But 
the  warranty  alone  is  no  guar- 
antee against  problems. 


Before  you  sign  any  papers, 
make  certain  the  contract 
clearly  states  that  everything 
promised  will  be  completed 
before  the  transaction  closes. 
Builders  try  to  give  them- 
selves wiggle  room  on  the 
completion  date,  but  an  inabil- 
ity to  close  on  time  can  cost 
you  plenty  if  you  lose  your 
mortgage  commit- 
ment and  have  to 
pay  a  higher  inter- 
est rate.  Define  the 
acceptable  reasons 
for  delay  narrowly 
and  write  in  a  pen- 
alty amount  that 
will  put  the  onus  on 
the  builder  to  finish 
your  house  on  time. 

Construction  falls 
into  distinct  phases: 
design,  foundation, 
framing,  systems, 
finishing,  and  land- 
scaping. Vigilance  is 
essential,  particular- 
ly at  the  completion 
of  each  phase.  Re- 
tain an  inspector 
immediately  rather 
than  waiting  until 
construction  is 
done.  For  about 
$200  a  visit,  a 
qualified  inspector 
might  identify  prob- 
lems that  would  lat- 
er be  covered  over 
be  fixed 


or  can 
with  relatively  little  hassle  if 
caught  early. 

Tell  the  builder  in  writing 
that  you  expect  to  be  advised 
in  advance  before  key  events, 
such  as  the  laying  of  the  foun- 
dation. Outside  St.  Louis,  Ke- 
vin and  Leslie  Monahan  visit- 
ed their  home  site  after  the 
foundation  was  poured  only 
to  discover  that  the  builder 
had  framed  the  house  for  a 
front-entry  garage  instead  of 
the  side-entry  one  they  had 
ordered.  As  a  result,  they  ne- 
gotiated a  price  cut. 

Keep  written  records  of 
any     agreements,  design 


changes,  or  upgrades  that  j 
make.  Beyond  their  imp 
tance  in  case  of  a  dispi 
these  records  are  helpful 
making  certain  nothing  g 
overlooked.  They  may  a 
serve  as  a  foundation 
which  to  resolve  disputes  t 
arise  without  resorting  t 
lawsuit. 

UNFINISHED   BUSINESS.  ' 

final  phase  is  when  evt 
thing  happens  fast— and  w 
the  buyer  needs  to  move  i 
too.  Dents  in  appliances,  s 
py  painting,  and  woodw 
gouges  all  merit  attention, 
evitably,  the  closing  date 
proaches  and  a  few  items 
main  unfinished.  List 
outstanding  items  on  a  sh 
agree  on  a  completion  d 
and  attach  the  signed  ag 
ment  to  the  sales  contrac 
the  closing.  You  may  war 
establish  an  escrow  f'un< 
hold  back  the  value  of  u 
ished  items  until  they 
completed.  Smaller  mat 
can  be  listed  on  a  "pi 
sheet"  that  the  subcont 
tors  will  attend  to  as 
are  able. 

After  the  move,  list  pi 
items  you  didn't  notice  ea 
Hairline  cracks  in  the  v 
or  foundation  are  not  un 
mon  as  gravity  pulls 
house  down.  When  you 
settled  in  and  ready  to 
repair  people  visit,  tran 
the  list  to  your  builder 
follow  up  until  all  items 
addressed.  Oh— enjoy 
new  home.  You've  he 
build  it.  David  Gre 


Worth  Noting 


■  MONGOL  MANIA.  An 

Mongolian  artifacts  ea 
seen  for  the  first  time  i 
U.  S.  in  "Genghis  K 
Treasures  from  Inner  M 
lia"  at  the  Los  Angeles  ( 
ty  Natural  History  Mu 
through  May  22.  The  * 
which  will  tour  North  A 
ca,  features  over  200  art\ 
from  2  B.  C.  to  the  14th  ( 
ry.  Call  213  744-5054. 

■  BROKER  BREAK  A  neV 
rate  dealer,  National  Dk 
Brokers  (800  888-3999), 
cutes  listed-stoek  orders 
to  5,000  shares  for  a  $3( 


182  BUSINESS  WEEK/MARCH  28,  1994 


PERSONAL 


ATON 

and 
Data  General 


n  systems  success  story! 


The  AViiON®  success  story  began 
five  years  ago  with  an  open 
systems  vision.  Today,  AViiON 
servers,  storage  products  and 
services  are  a  global  best  seller 
with  a  more  than  $1  billion 
installed  customer  base. 

And  our  customers  keep  giving 
AViiON  rave  reviews.  For  two 
years  running,  AViiON  has  been 
voted  the  No.  1  RISC  server  for 
customer  satisfaction  by 
Computerworld  readers,1  beating 
IBM,  SUN,  Hewlett-Packard  and 
Digital  in  everything  from 
reliability  to  value. 

The  AViiON  success  story  also 
includes  a  dramatically 
expanding  customer  base. 
A  recent  IDC  report  found  AViiON 
to  be  the  leading  platform  in  the 
U.S.  medium-scale  UNIX  systems 
market  in  1 992.2  And  our  CLARiiON ™ 
open  storage  system  has 
won  praise  as  the  fastest,  and  most 
flexible,  hardware-based  RAID 
system.3  To  make  this  a  real  page- 
turner,  we've  added  over  3,000 
software  applications  and  a  full 
suite  of  services  for  a  complete 
open  enterprise  solution. 

What's  the  next  chapter  in  the 
AViiON  success  story? 
To  see  for  yourself,  come  to 
UNIFORUM  Booth  #2441 
or  call  1-800-DATA  GEN 

i  Data  General 

The  Open  Systems  Experts 


nn^ma,0  Servers."  Computerworld,  March  22, 1 993  and  "The  CW  Guide  to  Servers  and  Supersets,"  Computerworld  January  31  1 994 
onal  Data  Corporation,  Data  General's  Ascent  in  the  UNIX  Market,"  October  1993  ^mpuierwono.  January  31, 1994. 

f  the  Drive  Arrays,"  PC  Week,  October  1 1 , 1 993 

1  registered  trademark  and  CLARiiON  is  a  trademark  of  Data  General  Corporation,  ©  Data  General  Corporation  1994 
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Smart  Money 

FINALLY,  ARM  FUNDS  MAY 
GET  A  LEG  UP 


In  the  three  years  that  ad- 
justable-rate mortgage 
funds  have  been  widely 
available,  most  have  not 
lived  up  to  their  promise  to 
provide  stable  share  prices 
and  higher  yields  than  mon- 
ey-market or  certificate  of 
deposit  accounts.  But  with 
interest  rates  rising,  they 
may  finally  get  a  chance  to 
prove  themselves. 

arm  funds  buy  pools  of 
mortgages  that  have  been 
packaged  into  securities  by 
government  agencies  or  pri- 
vate firms.  Declining  rates 
prompted  homeowners  to  re- 
finance many  of  the  underly- 
ing mortgages,  pushing  down 
the  funds'  returns.  The  use 
of  risky   derivatives  also 


SOME  TOP  ARM  FUNDS 


FUND 


TOTAL  RETURN' 

3-YR.  AVG.  ANNUAL  ONE  YEAR 


Pilgrim  adj.  rate  securities  I  4.72% 
Kemper  adj.  rate  U.S.  govt.  4.4 
Federated  ARMs  institutional  4.29 
Keystone  institutional  adj.  rate  3.65 
Benham  adj.  rate  govt,  securities  3.58 

•Through  Mar.  11,1994 


proved  disastrous  for  many 
funds.  "Stable  net  asset  val- 
ue proved  to  be  a  complete 
falsity,"  says  Michael  D. 
Hirsch.  manager  of  Fund- 
Trust,  a  family  of  multifund 
mutual  funds  that  avoids 
ARM  funds. 

NEW   LIFE.    But    now,  ARM 

funds  are  getting  a  lot  more 
interesting.  Fixed-rate  cor- 
porate and  government 
bonds  measured  by  the 
Lehman  Bros.  Aggregate 
bond  index  fell  1.74%  as 
rates  climbed  in  February. 
But  ARM  funds,  with  their 
short  durations,  have  merely 
stumbled,  dropping  in  total 
return  .03%— and  should  be 
able  to  regain  lost  market 
value   as   their  mortgage 


holdings  reset  to  the  new 
higher  rates. 

arm  funds  use  a  variety 
of  strategies,  some  riskier 
than  others.  "You  really  have 
to  know  a  fund  well  to  fig- 
ure out  where  the  manager 
is  getting  the  yield,"  says 
Scott  Lake,  a  mutual-fund 
analyst  for  Standard  & 
Poor's  Ratings  Group.  Plain 
vanilla  ARM  funds,  such  as 
Fortress  Adjustable  Rate 
U.  S.  Government  Fund  and 
Overland  Express  Variable 
Rate  Government,  are  safest 
because  they  shun  deriva- 
tives and  stick  mainly  to 
government  agency  arms. 

Other  funds  will  use  pri- 
vate mortgage  pools,  lever- 
age, and  various  derivatives. 

For  example,  Pil- 
grim Group's  arm 
funds  buy  lower- 
credit-quality  and 
cheaper  private 
ARMS,  called  "B 
pieces,"  to  boost 
yield.  With  this 
strategy,  Pil- 
grim's Adjustable 
Rate  Securities 
Trust  I  has  Mor- 
ningstar  Inc.'s 
top  three-year  to- 


.97 
.53 
.33 
.67 
.74 


DATA.  MORNINGSTAR  INC 


tal  return  in  the  ARM  group. 

To  choose  an  arm  fund, 
don't  just  look  at  yield. 
Check  the  fund's  share-price 
volatility  over  the  past  year 
and  see  if  it  contains  any  de- 
rivatives. Be  mindful  of  sales 
charges  and  expenses.  Loads 
of  around  3%  on  many  arm 
funds  can  wipe  out  any  edge 
you  get  in  the  first  year. 
Aside  from  T.  Rowe  Price, 
most  major  no-load  fund 
groups  eschew  ARM  funds. 
But  if  rates  gradually  rise, 
ARM  funds'  total  return  could 
beat  that  of  money  markets 
and  CDs  as  well  as  short- 
term  bond  funds.  After  a 
rough  first  few  years,  ARM 
funds  could  finally  have  their 
day  in  the  sun.  Amey  Stone 


Taxes 


THE  IRS  IS  ON 
TO  TRICKS  OF 
YOUR  TRADE 


Watch  out:  The  IRS 
is  getting  its  act 
together.  It  has 
launched  a  program  to  help 
agents  ferret  out  tax  cheats  in 
specific  businesses.  So  if  you're 
audited,  the  agent  may  be  hip 
to  the  tax  tricks  of  your  trade. 

As  part  of  its  Market  Seg- 
ment Specialization  Program 
(MSSP),  the  IRS  is  training 
agents  to  identify  problems 
unique  to  some  90  businesses. 
In  the  past,  it  randomly  chose 
audits  by  type  of  return,  such 
as  1040s  or  Schedule  Cs,  in- 
stead of  type  of  business. 
"MSSP  makes  the  [IRS]  experts 
in  the  business,"  says  Ron 
Friedman,  a  former  IRS  law- 
yer, now  a  tax  director  for 
Ernst  &  Young.  "The  theory 
is  the  agent  will  know  where 
the  chance  of  making  a  mis- 
take might  be."  Thus,  the 
lawyer's  guide  tells  auditors 
to  look  for  fees  hidden  as 
trust  or  escrow  funds. 

Although  the  IRS  is  drafting 
guides  for  most  jobs,  it  hopes 
to  target  groups  with  low 
compliance.  Compliance  is  80% 
to  90%  for  salaried  employees 
who  have  taxes  withheld  or 
have  income  from  investments 
and  other  sources  that— 
though  not  withheld— is  re- 
ported. But  for  many  small 
businesses,  which  often  deal 
with  cash,  compliance  falls  to 


says  Corn< 
Coleman,  a  former  IRS  re| 
al  director  now  consulting 
Coopers  &  Lybrand.  E> 
pies  include  auto  repair  si 
beauty  parlors,  child  care, 
restaurants.  Big  busine 
are  on  the  list  too,  inclu 
jewelry    dealers,  garn 
makers,  banks,  entertair 
and  real  estate  developer 
no  show.  So  far,  guide 
only  seven  segments  are 
plete:  lawyers,  bed  and  bi 
fasts,  taxis,  mortuaries 
stations,  air  charters 
trucking.  If  an  agent  aud 
mortuary,  say,  the  guide 
instruct  him  to  ask  about 
paid  funerals,  says  Cole 
"Such  income  wasn't 
captured  because  there 
no  funeral  to  indicate 
should  be  income."  Like 
the  IRS  found  that  sonu 
stations   rigged  pump 
record  less  gas  than  was 
If  the  owner  is  claiming 
less  income  than  rivals 
guide  would  direct  the 
look  at  his  lifestyle  anc 
invoices  from  suppliers. 

The  irs  hopes  to 
overall  compliance  from 
to  90%  by  2001,  says  sp 
man  Henry  Holmes,  with 
1%  equaling  $7  billion  t  k 
billion  in  revenues.  If 
in  one  of  the  seven  gi 
and  worried  about  an 
get  a  guide  by  writing 
Freedom  of  Information 
ing  Room,  P.  O.  Box  3St 
Franklin  Station,  Washii 
D.C.  20044.  Will  the  pr« 
work?  If  you  heard  tl 
was  setting  its  sights  or 
type  of  business,  wouldr 
be  more  inclined  to  tc 
line?  Pam 
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capability :  executive  programs 


Keynote  speakers  include: 


The  1994  Business  Week  Symposium  of  Chief  Executiv 
and  Business  Week's  65th  Anniversary  Celebration 

The  Spirit  of  Enterprise:  Reviving  Entrepreneurship  in  Large  Corporati 

Date:  September  26 -27,  1994 
Place:  The  Willard  Hotel,  Washington,  D.C. 


General  Colin  Powell 

Chairman,  U.S.  Joint 
Chiefs  of  Staff 
(1989-1993) 


John  F.  Welch 

Chairman  and  Chief 
Executive  Officer, 
General  Electric 


Presented  in  association  with: 

SAS  Institute  Inc. 

Symmetrix  Inc. 

Wharton  Executive 
Education 


Executive 
programs 


The  future  of  American 

BUSINESS  is  taking  shape.  To  win, 
American  firms  need  to  adopt  an  entre- 
preneurial spirit  today  in  order  to  com- 
pete successfully  tomorrow.  But,  how 
can  corporate  giants  be  encouraged  to 
become  more  innovative,  faster  and  more 
enterprising?  What  are  the  issues?  Who 
is  winning?  And  where  are  the  rewards? 

At  this  critical  time,  Business  Week  is 
pleased  to  provide  American  Chief 
Executives  and  corporate  sponsors  the 


opportunity  to  meet  and  discuss 
strategies  lor  success. 


thei 


A  limited  number  or  additional 
corporate  sponsorships  are  availabl 
For  sponsorship  information,  pie 
call  William  H.  DeGraff,  Direct 
of  Sales,  Strategic  Programs 
212-512-6012 


C 


Copyright  1994  McGraw-Hill,  Inc. 


Business  Week  Executive  Program 
A  company  capability. 
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Beyond  news.  Intelligent 
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EDUCTION 

ie  from  last  week:  -0.3% 
]e  from  lost  year:  2.0% 


1967=100  (four-week  moving  average) 


Mar  5 
190  6 


Feb.  26 
191  lr 


July 
1993 


Mar 
1994 


1993  1993  1993 

production  index  fell  during  the  week  ended  Mar.  5,  as  the  averaged 
continues  to  reflect  mid-February  weakness.  Seasonally  adjusted  output  of 
c  power  and  rail-freight  traffic  were  up  strongly,  while  production  levels  of 
autos,  trucks,  crude-oil  refining,  coal,  and  lumber  fell.  Data  for  paper  and 
board  were  unavailable.  Before  calculation,  the  index  rose  to  191.8,  from 
in  the  previous  week. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc 


LEADING 

Change  from  last  week:  -0.2% 
Change  from  last  year:  8.2% 

236  


Mar.  5 
232.7  ■ 


230. 


224_ 


218. 


212 


lllllllllllllll 


Feb.  26 
233  2r 


Ma 
1993 


July 

1993 


Nov. 
199  3 


Mar 
1994 


The  leading  index  fell  during  the  week  ended  Mar  5  the  third  weekly  drop  rn 
a  row.  Lower  stock  prices  and  sharply  higher  bond  yields  contributed  to  the  decline 
The  weakness  in  the  financial-market  indicators  offset  the  positive  signs  of  faster 
growth  in  real  estate  loans,  materials  prices,  and  M2.  The  number  of  business 
failures  was  unchanged.  Before  calculation  of  the  four-week  moving  average,  the 
index  rose  to  232.3,  from  23 1 . 1  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  (or  International  Business  Cycle  Research 


ODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

3/12)  thous.  of  net  tons 

1,892 

1,872# 

4  9 

(3/12)  units 

145,320 

147,157r# 

9  5 

$  (3/12)  units 

1 16,397 

1 15,614r# 

13.8 

IC  POWER  (3/12)  millions  of  kilowatt-hours 

56,932 

59,3 12# 

0.5 

-OIL  REFINING  (3/12)  thous.  of  bbl./day 

12,935 

12,780# 

0  3 

3/5)  thous.  of  net  tons 

21,259# 

21,743 

16.0 

50ARD  (3/5)  ihous.  of  tons 

NA# 

879.3r 

NA 

(3/5)  thous.  of  tons 

NA# 

849.  Or 

NA 

R  (3/5)  millions  of  ft. 

492. 1# 

493.5 

0.6 

REIGHT  (3/5)  billions  of  ton-miles 

21. 6# 

21.6 

4  9 

s:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
in  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPAJ,  Association 
ican  Railroads 


IGN  EXCHANGE 


Latest 
week 

Week 
ago 

Year 
ago 

SE  YEN  (3/16) 

106 

106 

116 

N  MARK  (3/16) 

1.69 

1.71 

1.64 

1  POUND  (3/16) 

1.49 

1.49 

1.48 

1  FRANC  (3/16) 

5  75 

5.81 

5.60 

IAN  DOLLAR  (3/16) 

1  36 

1.35 

1.24 

FRANC  (3/16) 

1  43 

1  43 

1  51 

iN  PESO  (3/1 6)! 

3.295 

3.245 

3  116 

»:  Major  New  York  banks.  Currencies  expressed 
(pressed  in  dollars 

in  units  per 

J.S.  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

3/16)  $/troy  oz. 

385.500 

375.300 

17.3 

CRAP  (3/15)  #1  heavy,  $/ton 

139.50 

139.50 

28  6 

UFFS  (3/15)  index,  1967=100 

222.7 

221  8 

10  5 

[3/12)  C/fb. 

92  3 

91.2 

-7.8 

UM  (3/12)  C/lb. 

61  5 

61.5 

15.5 

(3/12)  #2  hard,  $/bu. 

3  56 

3  71 

-2.7 

(3/12)  strict  low  middling  1-1/16  in.,  c/lb. 

73  02 

73.15 

26.7 

:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Meto/s 
insos  City  market,  Memphis  market 

1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/ii) S&P 500 

466.04 

464.83 

2.7 

CORPORATE  BOND  YIELD,  Ana  <3/ii) 

7.44% 

7.36% 

-1.3 

INDUSTRIAL  MATERIALS  PRICES  (3/1 1) 

96.7 

96.8 

-4.5 

BUSINESS  FAILURES  (3/4) 

349 

349 

-14.3 

REAL  ESTATE  LOANS  (3/2)  billions 

$416.1 

$414.2r 

2.0 

MONEY  SUPPLY,  M2  (2/28)  billions 

$3,536.6 

$3,5306r 

2.7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/26)  thous. 

314 

375 

-16.5 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Feb.)  total  index 

115.1 

1  14.6r 

4.7 

CAPACITY  UTILIZATION  (Feb ) 

83.4% 

83.3%r 

2.7 

RETAIL  SALES  (Feb.)  billions 

$1816 

$178.9r 

7.5 

PRODUCER  PRICE  INDEX  (Feb  .)  finished  goods 

125.1 

124  5 

0.2 

Sources:  Federal  Reserve,  Census  Bureau,  BLS 

■!(.! 1 1  ,rUJ  1 !  1 .!  IJ.Wi!  r^BH-^BHtn^BUMMHI 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/28) 

S  1 , 1 40  8 

$1,139  2r 

10  1 

BANKS'  BUSINESS  LOANS  (3/2) 

284  0 

281. lr 

-0.1 

FREE  RESERVES  (3/2) 

1,1  54r 

l,053r 

124.1 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/2) 

154.5 

151  7 

4.1 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yew 
ago 

FEDERAL  FUNDS  (3/15) 

3.25% 

3.24% 

3.04% 

PRIME  (3/16) 

6  00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (3/15) 

3.85 

3.84 

3.18 

CERTIFICATES  Of  DEPOSIT  3-MONTH  (3/16) 

3.75 

3  76 

3.1  1 

EURODOLLAR  3-MONTH  (3/11) 

3.75 

3.68 

3.13 

Sources:  Federal  Reserve,  First  Boston 

ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r= revised     NM  =  Not  meaningful 


(Ky'zen) 


Observe  Firsthand 
What's  Behind 
Japan's  Competitive 
Success 

KAIZEN  Seminar  in  Tokyo 

The  KAIZEN  management  philos- 
ophy and  practices  have  made 
Japanese  companies  world 
competitors.  The  KAIZEN® 
Institute  will  sponsor  a  seminar 
in  Japan  with  Masaaki  Imai, 
author  of  KAIZEN,  The  Key  to 
Japan's  Competitive  Success. 

June  20-28  How  to  Implement 
KAIZEN 

Plant  visits  show  TQC,  TPM  and 
JIT  in  action.  Lectures  by 
Masaaki  Imai  and  top  managers. 

Comments  from  past  participants 

"The  best  learning  experience 
since  I  left  school." 
"The  opportunity  to  observe 
KAIZEN  in  practice!' 

Also  Available: 

Three-volume  video  series  on 
Just-in-time,  with  examples  from 
Japan  and  the  U.S.  (1993). 


JIT  Pays 
(35  mm.) 
JIT  in  Actum 
(29  mm.) 
JIT  Technologies 
(42  min.) 


a  KAIZEN 

KAIZEN®  Institute  of  Japan,  Inc. 

MY  Akasaka  Bldg.  3F  2-11-15  Akasaka 
Minato-ku,  Tokyo  107,  Japan 

Tel:  +81-3-5563-9391 
Fax:  +81-3-5563-9381 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Adobe  Systems  40 
Advanced  Magnetics  156 
Aldus  40 
Alliance  Capital 

Management  150 
AlliedSignal  8 
American  Capital  Family  of 

Funds  22 
American  Express  26 
American  Funds  150 
America  Online  56 
Arco  156 
AST  Research  166 
AT&T  26,  72,  158,  170, 

190 

B 


Banamex  50 
Banc  One  154 
Bank  of  America  170 
Bell  Atlantic  154,  190 
Boiron  144 
Booz  Allen  & 

Hamilton  146,  154 
Borland  International  12 
Bristol-Myers  Squibb  72, 

156 

British  Telecom  170 
Burger  King  40 

C 


Carlyle  Group  31 
Caterpillar  64 
Central  Maine  Power  72 
Checkers  Drive-In  40 
Chemical  Bank  154 
ChicagoLand  Television  56 
Chrysler  26,  64,  72,  190 
Citibank  146 
Citicorp  26,  72 
Clayton  Homes  156 
Clothestime  36 
CML  Group  156 
Coats  Eastern  Europe  53 
Coco-Cola  26 
Columbia/HCA  72 
Columbia  Pictures  28 
Compaq  Computer  64, 

166 
CompUSA  36 
Continental  6 
Coopers  &  Lybrand  146, 

184 
CPL  166 

Crestar  Bank  154 


Dallas  Research  & 
Trading  156 
Deere  64 

Dell  Computer  64,  166 
Deloitte  &  Touche  146 
Delphi  182 
Delta  Air  Lines  6 
DEC  166 
DESC  50 


Donaldson,  Lufkin  & 
Jenrette  152 
Dreyfus  150 
Dun  &  Bradstreet  22 


Eastman  Kodak  26,  156, 
158 

EDS  154,  156 

Eiken  Chemical  156 
Equitable  Life 
Assurance  152 
Ernst  &  Young  184 
Exxon  26,  64 


Fidelity  150 
Financial  Research  150 
Fleet  Financial  22 
Ford  38,  72,  190 
Fox  Broadcasting  56 
France  Telecom  154 
Fujitsu  28 
FundTrust  184 


Gateway  2000  64 
GE  30,  64 
General  Dynamics  31 
General  Instrument  32 
General  Magic  28 
General  Mills  72 
Geoffrey  34 
GM  156,  190 
Goldman  Sachs  56,  148 
Gordon  Capital  170 
Grumman  31 
Guerbet  156 

H 


Kellogg  72 
Kemper  30,  150 
Kmart  36,  144 
KPMG  Peat  Marwick  26, 
34,  36 


Lehman  Brothers  64,  166 
Lewis  Galoob  Toys  26 
Lockheed  31 
Loral  31 
Lowes  72 
LTV  31 

M 


Putnam  150 


Heinz  (H.J.)  72 
Hewlett-Packard  64,  166 
Hickey  Chemists  144 
Home  Depot  72 
Honda  190 
Honeywell  26,  178 
Hospital  Corporation  72 
Huntington  Bancshares  154 

I 


IBM  26,  31,  146,  166 

llluminata  166 
Imcera  Group  156 
Intel  64 
International 

Broadcasting  178 
International  Data  166 
International  Retail 

Systems  156 
International  Strategy  & 

Investment  Group  22 
Internet  154 
Interplay  Productions  28 
Israel  Chemicals  165 


J  C  Penney  64 


Mallinckrodt  Medical  156 
Martin  Marietta  31 
MCA  28 
McDonald's  40 
MCI  72,  158 
McKinsey  64,  146 
Media  Play  156 
Mercer  Management  146 
Merrill  Lynch  26,  64,  150 
Mitel  170 
Mitsubishi  28 
Mobil  72 
Morningstar  184 
Motorola  26,  64,  72,  158, 
160,  166,  190 
Musicland  Stores  156 

N 


National  Discount 

Brokers  186 
NatWest  Securities  30 
Navistar  72 
NEC  170 
New  Amsterdam 

Partners  156 

Newbridge  Networks  170 
Nextel  28,  158 
Nippon  Telegraph  & 
Telephone  28 
Nissan  190 
Northern  Telecom  170 
Northrop  31 
Northwest  Airlines  6,  40 
Nynex  170 

O 


Ogden  Projects  72 
Online  Resources  & 
Communications  154 
Oppenheimer  8 
Oracle  28 


Pacific  Bell  170 
Pacific  Gas  &  Electric  72 
Pacific  Telesis  Group  170 
PaineWebber  22,  156 
Pan  Am  64 
Paramount 
Communications  32 
Payment  Systems  154 
Perio  Products  165 
Philip  Morris  26,  72 
Phillips  Petroleum  156 
Phoenix  Home  Life  152 
Pilgrim  Group  184 
Pioneer  28 

Premark  International  64 
Primerica  72 
Prudential  Mutual 
Fund  150 


Qualcomm  28 


Rally's  Hamburger  4< 
Raytheon  22 
RCA  30 

RJR  Nabisco  26,  40 
Rockwell  26,  64 
R.R.  Donnelley  26 

S 


Salomon  Brothers  50, 
156 

Sam's  Wholesale  Clul 
Sanford  Bernstein  15< 
Scecorp  72 
Scientific-Atlanta  32 
Silicon  Valley  Group 
Solectria  12 
Southland  156 
SportsTown  36 
Sprint  72 
Standard 

Homeopathic  144 
Strategic  Decisions 

Group  146 
Sumitomo  28 
Sun  Microsystems  64 
Sun  Oil  156 
Suncoast  Motion 

Picture  156 


Technical  Data  22 
Technical  Insights  12 
Tele-Communications 
32,  190 
Televisa  50 
Telmex  50 
Texas  Instruments  64 
Time  Warner  56 
Toshiba  28 
Towers  Perrin  6,  26 
Toyota  190 
Toys  R'  Us  34 
Travelers  72,  152 
Tribune  56 
Tuesday  Morning  3t 

U 


United  Airlines  171 
U.S.  Surgical  72 
U  S  West  154 


Vanguard  150 
Viacom  32,  56 
Vietnam  Airlines  6 
Vought  Aircraft  31 

W 


Wal-Mart  72 
Walt  Disney  26 
Wong  Laboratories 
Wells  Fargo  72,  15 
Wisconsin  Public 
Service  72 


Xerox  14 
Y 


Yankee  Group  170 


vestment  Figures  of  the  Wee 


ENTARY 

action  this  week  was  in  the 
jrket  Inflation  fears  and 
3ter  worries  sent  the  yield 
0-year  U.S.  Treasury  bond 
y7%  on  Mar.  10.  But 
ick-to-back  reports  on 
at  the  wholesale  and  con- 
vels  calmed  the  markets 
ds  staged  a  nifty  rally  on 
.  U.S.  stocks  remained  lit- 
ged  for  the  week  despite 
ijor  merger  news.  But 
e  stocks  logged  a  hefty 
lin  as  its  dicey  trade  rela- 
h  the  U.S.  seemed  to 


STOCKS 

Mar.      Sept.      Mar.    Mar.  10-16 


BONDS 

Mar.      Sept.     Mar.    Mar.  10-16 


THE  DOLLAR 

Mar.     Sept      Mar.     Mar.  9-16 





I  


52-week  change 
+4.7% 


1  -week  change 
+0.5% 


52-week  change 


1  -week  change 


52-week  change 


1  -week  change 


-0.7%  +0.2% 

-0.2% 

■0.2% 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.60% 

3  61% 

3.02% 

30-YEAR  TREASURY  BOND  YIELD 

6.81% 

6.84% 

6.87% 

S&P  500  DIVIDEND  YIELD 

2.74% 

2.47% 

2.74% 

S&P  500  PRICE/EARNINGS  RATIO 

21.3 

21.2 

23.3 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

466  4 

466.2 

Positive 

Stocks  above  26-week  moving  average 

46. 1  % 

46.6% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.37 

0.41 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.82 

1.67 

Positive 

?KET  ANALYSIS 


%  change 


OCKS 

Latest 

Week 

52-week 

NES  INDUSTRIALS 

3848.2 

-0.1 

12.3 

COMPANIES  (S&P  MidCap  Index) 

183.0 

1.1 

12.6 

0MPANIES  (Russell  2000) 

269.1 

1.0 

17.6 

IPANIES  (Russell  3000) 

272.6 

0  8 

6  3 

%  change  (local  currency) 

;n  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100) 

3242.9 

-0.1 

12  2 

NIKKEI  INDEX)  20,677.8 

4.2 

13.8 

D  (TSE  COMPOSITE) 

4525.6 

1.8 

27.8 

USTRY  GROUPS 


AYEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC. 


4-week 


52-week 


Price 


CONDUCTORS 

12.3 

40.8 

ADVANCED  MICRO  DEVICES 

33.9 

20.5 

285/a 

RTMENT  STORES 

10.7 

17.1 

NORDSTROM 

16.8 

24.0 

40 

ALTY  APPAREL  RETAILERS 

10.4 

-2.1 

GAP 

14  0 

40.1 

46  3A 

SIEERING  AND  CONSTRUCTION 

9.8 

22.6 

MORRISON  KNUDSEN 

1  1.7 

31  1 

275  8 

ITAL  MANAGEMENT 

9.6 

101.3 

NATIONAL  MEDICAL  ENTERPRISES 

11.4 

77  9 

17  V<l 

AfEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

iBUILDING 


ILINE  INSURERS 


NES 


IMG  MATERIALS 


DCASTING 


-12.5 


8  0 


CENTEX 


-7.7 


1  1 


AETNA  LIFE  &  CASUALTY 


-7.4 


0  5 


USAIR  GROUP 


-7.3 


-1.0 


OWENS-CORNING  FIBERGLAS 


-6.3 


NA 


TELE-COMMUNICATIONS 


-19.5 


-1  1.8 


-34  3 


-1  1.4 


-16.3 


3  9 


19.2 


-48.9 


-12.6 


-89 


33  Vi 


56% 


8:8 


38 


21% 


UAL  FUNDS 


IS 

k  total  return 

% 

LAGGARDS 
four-week  total  return 

% 

ILL  LYNCH  TECHNOLOGY  A 

11.3 

G.T.  LATIN  AMERICA  GROWTH  A 

-12.6 

TY  SELECT  ELECTRONICS 

9  8 

FIDELITY  LATIN  AMERICA 

-12.2 

TY  SELECT  COMPUTERS 

9  5 

SCUDDER  LATIN  AMERICA 

-12.0 

total  return 

% 

52-week  total  return 

% 

GT0N  STRATEGIC  INVESTMENTS 

D  SERVICES  WORLD  GOLD 

AN  STANLEY  IN  STL.  EMERGING  MARKETS 

124.8 
78.1 
77.6 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
PILGRIM  CORPORATE  UTILITIES 
FORUM  INVESTORS  STOCK 

-21.4 
-17.8 
-14.4 

■H  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 

I  I    Average  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


mounts 
it  the  present 
$10,000 
I  one  year  ago 
sortfolio 

ges  indicate 
total  returns 


Foreign  stocks 
$13,618 

+0.58% 


Gold 
$11,802 

+2.92% 


Hi 


Treasury  bonds 
$10,779 

-0.55% 


U.S. stocks 
$10,704 

+0.24% 


DRl/McG  RAW-HILL 


llll 


Money  market  fund 
$10,206 

+0.04% 


this  paqe  ore  as  of  market  close  Wednesday,  Mar.  1  6,  1  994,  unless  otherwise  indicated. 
,  sups  include  S&P  500  companies  only;  performance  and  share  prices  are  os  of  market  close 


Mar.  15.  Mutual  fund  returns  are  as  of  Mar.  1  1.  Relative  portfolios  are  valued  as  of  Mar.  15.  A  more 
detailed  explanation  of  this  page  is  available  on  request.  NA=Not  available 
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ALLOWING  JAPAN  TO  SAVE 
FACE— AND  OPEN  MARKETS 

Just  when  it  appeared  that  Tokyo  was  giving  a  firm  "No" 
to  the  Clinton  Administration's  demand  that  it  open  its 
markets,  the  outlines  of  a  possible  deal  are  now  visible. 
The  Ministry  of  International  Trade  &  Industry  (MITI)  is 
floating  a  trial  balloon  suggesting  that  a  "private"  deal  can  be 
worked  out  between  the  Japanese  and  U.  S.  auto  industries. 
It's  a  face-saving  offer  the  U.  S.  should  seize  immediately. 

But  the  Administration  must  play  its  cards  shrewdly— just 
as  it  played  its  Motorola  hand.  The  U.  S.  negotiating  team 
achieved  its  goals  of  measurable  benchmarks  and  deadlines 
for  expanding  Motorola's  cellular-phone  market  share.  The 
Japanese  team  was  able  to  pretend  that  the  government 
merely  "confirmed"  a  private  agreement  between  two  private 
companies,  even  though  officials  from  the  Ministry  of  Posts 
&  Telecommunications  and  Ichiro  Ozawa,  a  top  government 
politician,  masterminded  the  negotiations. 

Autos  should  afford  the  next  big  breakthrough.  It's  no  ac- 
cident that  Toyota  Chairman  Shoichiro  Toyoda  happened  to 
say  recently  that  his  company  is  "voluntarily"  setting  a  tar- 
get for  buying  more  U.  S.  auto  parts.  Nissan  Chairman  Yu- 
taka  Kume  offered  to  set  purchasing  targets  as  well. 

This  is  good  news,  and  U.  S.  Ambassador  Walter  F.  Mon- 
dale,  who  played  a  key  behind-the-scenes  role  in  the  Motorola 
talks,  is  jumping  on  it.  Since  autos  constitute  two-thirds  of 
the  U.  S.  trade  deficit  with  Japan,  an  agreement,  "volun- 
tary" or  not,  "private"  or  not,  would  be  a  major  victory. 

The  next  step  is  crunching  the  numbers.  Toyota,  Honda, 
and  Nissan  import  more  than  S6  billion  in  auto  parts  and  S4 
billion  in  engines  into  the  U.  S.  today.  Since  the  U.  S.  is  the 
low-cost  producer,  they  could  cut  their  import  costs  signifi- 
cantly by  shifting  to  made-in-the-U.S.A.  parts  and  engines. 

Much  the  same  is  true  for  their  home  market.  Toyota  is  of- 
fering to  boost  its  imports  of  U.  S.  parts  by  6%  a  year. 
That's  a  beginning.  The  U.  S.  should  insist  on  a  20%  annual 
increase  for  the  next  four  years.  Min  appears  willing  to  un- 
officially broker  the  negotiations  and  oversee  implementation. 

The  U.  S.  should  also  push  Japanese  auto  companies  to  get 
their  dealers  to  sell  American  cars.  But  if  Ford,  General 
Motors,  and  Chrysler  really  want  to  sell  in  Japan,  they 
must  establish  their  own  distribution  systems. 

The  Clinton  Administration  seems  to  be  getting  results  in 
its  Tokyo  talks.  This  is  not  the  time  for  Washington  to  punt. 


MOTOROLA  U 

HAS  A  LESSON  FOR  ALL 


Motorola  Inc.  wasn't  invited  to  participate  in  the 
recent  Detroit  jobs  conference  where  seven  major 
industrial  nations  met  to  discuss  job  growth.  Pity. 
With  so  much  discussion  about  education  and  job  skills,  one 
of  America's  most  successful  high-tech  companies  could  have 


taught  the  government  bureaucrats  some  real-life  less 
Motorola  is  best  known  for  its  obsession  with  qualit 
was  the  first  large  company  to  win  the  Malcolm  Baldrige 
tional  Quality  Award.  But  Motorola's  top  managers  1 
now  concluded  that  global  competitors  will  soon  catch  I 
the  quality  game.  By  the  turn  of  the  century,  quality  wi 
a  given.  Creativity,  adapatability,  and  responsiveness 
decide  the  winners  and  losers  in  the  year  2005  ipage  li 

Those  attributes  can  only  be  developed  through  a  coi 
ny's  workforce.  So  Motorola  has  decided  that  lifetime  I 
ing  is  critical  to  generate  the  knowledge,  independence, 
team  discipline  it  will  need  for  the  future.  It  could  soo 
spending  S600  million  a  year  i  the  price  of  a  new  chip  pi 

Motorola  runs  its  own  school  system,  Motorola  U.,  wit 
branches  around  the  world,  including  Tokyo.  There  is 
little  learning  for  its  own  sake.  Instead,  students  are  ta 
specific  tasks,  such  as  how  to  run  a  robot,  as  well  as  cr 
thinking  and  problem-solving.  The  company  also  runs  a 
apprenticeship  program  where  new  employees  work  i 
more  experienced  workers. 

Germany  has  a  long  tradition  of  worker  training  an< 
prenticeship.  Between  1975  and  1991.  its  per  capita  gros 
tional  product— the  broadest  measure  of  living  stands 
rose  at  2.4%  a  year.  The  U.  S.'s  increased  by  L5%  a  year 
Motorola,  education  and  training  are  competitiveness  toe 
enhance  the  bottom  line.  For  America,  they  are  the  mea 
a  better  life  for  all. 


LET'S  KEEP  THE  INFO 
HIGHWAY  FREE  AND  CLEAI 

The  "divorce"  of  Bell  Atlantic  Corp.  and  Tele-Comrl 
cations  Inc.  provides  an  unexpected  moment  to  I 
stock  and  contemplate  the  future  of  the  Informl 
Highway.  For  in  their  urge  to  merge,  the  two  giants  fail 
ponder  the  consequences  of  uniting  two  very  different 
porate— and  technological— cultures. 

To  their  credit,  the  phone  companies  have  long 
champions  of  open  systems,  to  which  everyone  who  cai 
has  equal  access.  AT&T  and  the  Baby  Bells  are  commoi 
riers:  They  act  as  pipelines  connecting  anyone.  They  hav 
plied  the  same  open  approach  to  their  technology,  lonj 
surrendering  control  of  equipment  used  in  the  home.  Tl 
suit?  A  raft  of  innovation,  from  call  waiting  to  inexpe 
answering  machines  that  allow  users  to  retrieve  their 
sages  by  using  any  touch-tone  phone. 

In  contrast,  cable  companies  decide  what  is  transn 
over  their  wires.  They  continue  to  own  the  TV  converte 
in  each  home  and  thus  control  the  technology  that  p 
through  the  TV,  such  as  picture-in-picture  features.  Th 
lot  of  power.  Whoever  controls  the  box  controls  the  int* 
between  the  consumer  and  the  marketplace. 

A  proprietary  approach  to  technology  would  only 
the  development  of  the  Information  Highway  and  dels 
new  services  consumers  might  want.  If  there  is  going 
one  guiding  principle  for  the  Info  Highway,  this  should 
Keep  it  open  for  innovation. 
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Once  agaia 
the  safest 
insurance  company 

in  America  is 
headquartered  in: 


iifw  lUm 

-  Doston 
—Hartford 


Columbus,  GA. 

For  the  second  year,  Financial  World  has  looked  beyond  the  traditional 
money  centers  and  found  the  nation's  safest  insurance  company  in 
Columbus,  Georgia,  headquarters  of  AFLAC.  We  have  only  one  thing  to 
say  about  that.  Surprise.  For  mo- 1  information,  call  1-800-99  AFLAC 
(1-800-992-3522).  Or  write  AFLAC  Worldwide  Headquarters, 
1932  Wynnton  Road,  Columbas,  Georgia  31999. 

hv  ;uting  Of  'er  5S  Milium 
People  Wittlilivide 


Financial  World  is  the  nation's  oldes  t  business  magazine,  with  a  biweekly  circulation  of  over  500,000. 
©1993  AF  LAC  Incorporated.  All  rights  reserved. 


The  Client/Server  Soli 


The  SAS  System  tor  Information  Delivery 
is  a  new  concept  in  client/server  software  It 
provides  workable  strategies  for  overcoming 
the  harriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  Sy  stem  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  "islands  of  information  "— including 
host  system  files,  flat  files, 
and  corporate  DBMS  s  such 
as  DB2f  ORACLE  : 
and  dBASE 


.  •  ,  » 


An  exclusive  MultiVendor  Architec 
is  behind  the  SAS  System's  strategy  fo 
hardware  independence.  Applica 
run  the  same  way  across  PCs,  workstat 
and  host  systems  — making  true  client, 
computing  a  reality  while  exploiting  tl 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  ever) 
with  the  SAS  System's  strategy  for  into 
versatility.  An  EIS  interface  puts  dec 
makers  in  command  of  the  facts— win 
need  them.  There's  also  a  task-oriente< 
menu-driven  interface  for  business 


%  %  %  «  %  • 
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I  IDDflDV 


YOU'RE  ALREADY  DOING  FN 
THIS  JUST  LETS  YOU  [ 


Its  Friday  again.  And  there  are 
still  things  on  your  plate  from 
Monday.  Seems  like  there's  more 
and  more  you  have  to  know  and 
always  a  bigger  range  of  jobs  you 
have  to  pull  together.  All  at  once. 

So  what  do  you  do? 

Well,  common  wisdom  has  a 
suggestion:  simplify. 

That's  where  the  Microsoft 
Office  comes  in.  The  basic  idea 
here  is  a  diverse  group  of  first-rate 
computer  programs  that  are  so 
similar  to  use,  so  intelligently 
designed  and  so  neatly  interlinked, 
that  as  far  as  you  can  tell,  it's  all 
one  amazing  program.  That  does 
everything.  In  one  place. 

Simple  enough? 

It  means  you  can  stay  focused 


on  what  you  want  to  accomplish 
instead  of  hunting  for  ways  to  fit  all 
your  work  together  into  one  piece. 

Think  about  how  involved  it's 
been  up  till  now  to  send  a  person- 
alized letter  to  all  your  customers. 

Now  it's  a  cakewalk. 

First  you  write  your  letter  in 
Word,  our  intuitive  word  proces- 
sor. Like  all  programs  in  the 
Microsoft  Office,  it's  recognized  as 
the  very  best  of  its  kind. 

Say  you  want  to  highlight  some 
point  in  your  letter  with  a  chart  that 
shows  what's  up,  business-wise. 
You  can  skate  effortlessly  between 
programs  into  the  spreadsheet, 
Microsoft  Excel,  make  that  chart 
and  drop  it  back  into  Word. 

Nothing  to  it. 


Then  you  open  your  list  of  cu 
tomers  in  Microsoft  Access,  the 
database  program.  You  can  instan 
ly  merge  the  addresses  into  your  I 


File    Edit    View    Insert  Form? 


Da"id  Ibsen 

Ibsen  Sights  &  Sounds 

2747  Elrn  Court 

Ft.  Worth,  TX  76102 


Dear  Mr.  Ibsen: 

Last  year  was  our  biggest  ever  for  syn< 
are  utilizing  alternative  synth -driven  nr; 
are  no  longer  the  whole  story. 


What's  'Driving  The  Synthesizer? 


So  the  question  is,  are  you  making  the  < 
You  know  music  is  where  you  make  ltl 


MM 


'1 


It  doesn't  get  more 
automatic  than  this. 
The  word  processor  in 
the  Microsoft  Office 
lets  you  instantly  cre- 
ate all  kinds  of  great- 
looking  reports  and 
letters.  It  can  even  fix 
your  typos  just  as  fast 
as  you  make  them. 


Our  spreadsheet  is 
the  easiest  way  to 
analyze  numbers  and 
turn  them  into  com- 
pelling charts  and 
tables.  It's  so  insight- 
ful, it  actually  tracks 
your  work  and  offers 
tips  on  how  to  do 
things  more  easily. 


mk'w  ^ « i  "Microsoft  support  is  no-charge;  however,  normal  Telephone  company  charges  mav  apply  ©  1994  Microsoft  Corporation  All  rights  reserved-  Microsoft  Office  Professional,  shown  here,  includes  Microsoft  Excel.  Word,  the  PowerPoint 
WINDOWS'.  Outside  the  H  S  and  (  anada.  call  youl  local  Mlctosofl  subsidiary  or  (2lth>  Ti(vK(,f,|  Microsoft,  Mien 


FFERENT  THINGS  AT  ONCE. 
IEM  ALL  IN  ONE  PLACE. 


iter  and  print  out  personal  copies 
your  favorite  clients.  All  ten  or 
n  thousand  of  them. 
Work  this  good  calls  for  just  a 


°l   ,  ,  -  ,  Ll 

s.  Now  more  and  more  musicians 
>ard  sales,  while  still  dominant 


liars  25%     |  Dr  ums  15% 

therS% 

wet  ad«  ixd  u^mitj  <rai  imn 


i  and  instruments  in  your  studio? 
ry,  your  options  are  getting  a  lot 


little  showing  off.  So  you  simply 
move  into  PowerPoint^  the  presen- 
tation graphics  program,  and  turn 
your  thinking  into  some  persuasive 
slides  for  the  head  honcho. 

Won't  she  be  surprised. 

Along  the  way,  every  program 
has  been  following  your  work, 
making  everyday  tasks,  like  fixing 
common  typos,  automatic.  As  well 
as  guiding  you  through  complex 
jobs  so  they're  a  lot  easier.  All 
thanks  to  what  we  call  IntelliSense " 
technology.  Nobody  else  has  built- 
in  assistance  that's  nearly  this 
friendly,  this  extensive,  or  this  smart. 

If  you've  got  any  questions  or 
want  extra  help,  call  us  for  the  most 
useful  product  support  around. 
And  the  Microsoft  Office  is  the 


only  product  of  its  kind  that  has 
unlimited  no-charge  support! 

In  fact,  you  can't  get  this  kind 
of  overall  smooth  sailing  anywhere 
but  the  Microsoft  Office.  So  make 
a  mental  note  to  do  one  more 
thing  today.  Give  us  a  ring  at  (800) 
370-8957,  Dept.  3D3,  and  we'll 
send  you  our  Office  info  kit.  Then 
ask  around  or,  better  yet,  drop 
by  your  nearest  computer  store  and 
check  it  out.  They'll  probably  let 
you  play  with  it  right  there. 

And  by  the  next  time  Friday 
rolls  around,  the  Microsoft  Office 
could  put  you,  and  all  the  things 
you're  doing,  in  a  much  better  place. 


McrosoftOffice 


The  most  powerful 
and  flexible  way  to 
ii'ork  with  informa- 
tion is  right  here  in 
our  database.  So 
it's  simple  to  merge 
something  like  a 
mailing  list  directly 
into  your  letter. 
Automatically. 


fir 


Want  to  turn  it  all 
iiita  beautifully  effec- 
tive slides?  A  simple 
click  moves  your 
data  into  the  presen- 
tation graphics  pro- 
gram. And  it  helps 
vim  organize  yoin 
thoughts,  design  lay- 
outs, even  rehearse. 


n,  [he  Microsoft  Access  database  management  svsrem  and  a  Mail  wotltstation  license  (server  and  software  musr  be  acquired  separately).  For  information  only  In  the  W  United  States,  t  ill  iwmi  TO-leW.  Dept.  3D3.  In  Canada,  call  1800)  56.19048. 
the  Windows  logo  ate  registered  trademarks  .ind  IntelliSense  and  Windows  are  ttadem.itks  of  Miemsofi  (.  orpounon 
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PREMMIA 
HIGH-PERFORMANCE 
SYSTEMS 


PREMMIA 

Incorporates  the  fastest  Intel486" 
technology  available.  Up  to  512KB 
second-level  cache.  Five  EISA  slots. 
Intel  Verified:  for  the  Pentium" 
OverDrive"  Processor.  Midsize  chassis. 
Starting  at  $1,525." 


PREMMIA  LX 

Optimized  Intel  Pentium  micro- 
processor design.  256KB  second-level 
cache  standard.  Two  available 
PCI  local  bus  expansion 
slots.  Low-profile  chassis. 
Starting  at  $2,865." 


GRAPHICS 

Integrated  local  bus  graphics  - 
PCI  on  Premmia  LX.  1MB 
video  memory  expandable  to 
2MB.  AST  LocalMotion" 
full-screen,  full-motion  video  drivers. 


LIGHT 

Light  travels  186,281 
miles  per  second,  even 
on  a  slow  day. 


RELIABLE 

Three-year  warranty,  with 
first-year  on-site  coverage 
for  hard-drive  models.' 
Technical  assistance  24  hours 
a  day,  seven  days  a  week. 


p  set  capable  of  displaying  over  16  million  colors  —  instantly.  No  wonder  BYTE 

fit  to  take  you  about  4.2  seconds^)  AST,  COmPUTER 


Call  for  more  information 
and  the  nearest  reseller. 

800-876-4AST 


demark,  and  Intel486,  Pentium  and  OverDrive  are  trademarks,  of  Intel  Corporation  in  the  USA  and  othe 
two  years  are  carry-in  coverage.  Three-year  carry-in  warranty  for  non-hard-drive  models. 
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TALK  SHOW 


Last  weekend,  for  the  first  time,  there  were  more 
subpoenas  delivered  to  the  White  House  than  pizzas 

—Massachusetts  GOP  Governor  William  Weld,  at  Gridiron 
Club  dinner  in  Washington  on  Mar.  19 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


TRADE  WARS 


FOR  KOREA,  A  TASTE  OF 
ITS  OWN  MEDICINE 


GOING,  GOING... 


IN  THE  ROUGH 

UNCLE  SAM, 
THE  REPO  MAN 


igh  roller  Ken  Mizuno 
knew  how  to  profit  from 
the  love  of  his  fellow  Japa- 
nese for  golf.  Starting  in  1988, 
he  allegedly  oversold— by 
about  20  times-$20,000  mem- 
berships to  his  Ibaragi  Coun- 
try Club,  two  hours  north  of 
Tokyo.  Then,  authorities  say, 
he  unlawfully  tunneled  about 
$100  million  of  the  proceeds 
into  U.  S.  investments,  not- 
ably two  country  clubs.  But 
now,  Mizuno  (no  relation  to 
the  sporting-goods  makers) 
has  pleaded  guilty  in  Japan 
to  fraud  and  tax-evasion 
charges.  Mizuno's  lawyer  in 


Japan  didn't  return  calls  for 
comment. 

Result:  Mizuno's  U.  S.  as- 
sets, one  of  the  largest  non- 
drug  seizures  ever,  will  be 
auctioned  off  to  pay  back 
bilked  Japanese  golfers.  On 
the  block  on  May  19  will  be 
the  famed  Indian  Wells  Coun- 
try Club  &  Hotel  outside 
Palm  Springs,  Calif.  Founded 
by  the  late  entertainer  Desi 
Arnaz,  Indian  Wells  is  a  home 
to  the  Bob  Hope  Classic.  The 
other  club,  the  Royal  Kenfield 
outside  Las  Vegas,  will  go 
Apr.  28.  It's  doubtful,  though, 
that  100%  of  the  money  will 
be  recovered.  Officials  admit 
falling  real  estate  prices  have 
cut  Indian  Wells's  value  to 
about  half  the  $60  million  that 
Mizuno  paid.  □ 


South  Korea's  five  auto 
makers  call  it  the  Second 
Wave— an  ambitious,  $26  bil- 
lion plan  to  double  production 
by  the  year  2000.  But  the 
Second  Wave  is  headed  for 
rocky  shores  in  Europe  and 
the  U.  S.,  the  world's  biggest 
car  markets,  where  trade  offi- 
cials and  manufac- 
turers decry  Ko- 
rea's impenetrable 
trade  barriers. 

Both  the  Euro- 
pean Union  and 
the  U.  S.  Trade 
Representative's 
Office  are  com- 
plaining to  Seoul 
about  unfair  prac- 
tices. They  talk 
about  slapping 


year,  imports  took  a  m: 
scopic  0.2%  share  of  the  1 
lion  cars  sold  in  Korea. 

Every  import  to  K< 
faces  onerous  approval  pr 
dures.  Other  barriers  rs 
from  "intimidation  of  wo 
be  owners  of  foreign  ca: 
the  phrase  used  by  the  B! 
sels-based  ACEA-Euro 
Automobile  Manufactur1 
Assn.— to  levies  that  make 
ports  cost  30%  to  40% 
than  equivalent  domestic 


EN  GARDE:  Hyundai  dealership  in  Paris 


higher  duties  and  other  penal- 
ties on  Korea,  whose  domestic 
market  is  so  hermetically 
sealed  that  it  makes  Japan's 
look  positively  open.  Last 


But  there  has  been  progrt 
Korea  says  tax  audits  of  p 
pie  who  bought  impo 
stopped  last  year.  John  T< 
pieman  and  Laxmi  Nakarrr 


BALLPARK  FIGURES 


EXTRA  INNINGS  FOR  THE  ANTITRUST  EXEMPTION? 


Seems  like  dark  days  lie 
ahead  for  baseball  team 
owners.  Look  how  acting  com- 
missioner—and Milwaukee 
Brewers  owner— Bud  Selig 
got  beaned  at  a  Mar.  21  U.  S. 


'X  =i  AMI"  Y     <  \\  =i  <  !< 


CLIPPER  CHIP  BACKERS  SA Y  the  micro 

processor  will  be  limited  to  phone  gear,  keep- 
ing Big  Brother  away  from  the  Information 
Highway.  The  chip  transforms  mes- 
sages into  a  code  that  commer 
cial  competitors  can't  break, 

IN  REALITY,  various  arms 
of  the  government  are  already 
planning  to  slip  the  same  basic 
Clipper  technology  into  federal  com 
puters.  And  that  raises  the  fear  that 
the  feds  eventually  will  require  all 
who  do  business  with  them  to  do  the  same.  The 
National  Security  Agency,  for  instance,  has  so- 


but  still  lets  government  eavesdrop  in  the  nation- 
al interest,  catching  crooks  and  such.  The  White 
House  hopes  to  persuade  a  distrustful  Corpo- 
rate America  to  adopt  the  chip  by 
insisting  the  feds  will  stay  out  of 
companies'  computer  banks. 

licited  bids  for  an  encryption 
card,  containing  a  Clipper-like 
chip,  that  can  be  used  to  make  com- 
munications on  any  network  secure. 
The  card,  NSA  tells  bidders,  will  be 
used  widely  in  government  com- 
puter networks,  including  those  in  the  House 
and  Senate.  John  Carey 


Senate  hearing.  Its  chairm 
Howard  Metzenbaum 
( >hio),  a  longstanding  critic 
the  owners,  led  a  chorus 
threats  to  revoke  the  ma 
leagues'  cherished  antitr 
exemption.  Sena- 
tor Connie  Mack 
(R-Fla.),  grandson 
and  namesake  of 
the  Hall  of  Fam- 
er,  said  the  sport 
needs  "free-mar- 
ket discipline." 

But  the  owners 
are  really  in  pret- 
ty good  shape.  Metzenbau 
retires  this  year.  And  Ma 
may  be  mollified  if  a  franchi 
is  granted  to  Tampa  Ba 
Plus,  Senate  Majority  Lea 
er  George  Mitchell  (D-Me.), 
friend  of  Selig  and  other  ow 
ers,  may  land  the  commish 
job,  which  would  boost  the 
Capitol  Hill  clout.  Richard  , 
Dunham  and  Bob  Andelman 


MITCHEH 

Owners] 
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Canon  has  created  a  totally 
new  concept  in  digital  office 
equipment  systems  that  redefines 
productivity  and  performance.  The 
Digital  Imaging  System  GP55  Series. 
It's  the  culmination  of  Canon's  tech- 
nological vision  that  is  designed  to 
meet  your  needs  now  and  in  the 
future.  It  functions  on  your  network 
as  a  30-ppm,  400  dpi  laser  printer 
that  can  staple,  sort,  and  duplex.  It's 
also  a  digital  copier  and  can  serve  as 
a  Group  3  Fax.  All  this  without  ever 
having  to  leave  your  desk. 

The  GP55  Series  does  it  all  — 
with  a  unique,  optional  Multi-Device 
Controller  (MDC)  that  gives  you  the 
flexibility  to  configure  function 
boards  to  suit  your  needs.  And  since 


the  GP55  Series  utilizes  parallel  pro- 
cessing technology,  it  can  perform 
more  than  one  function  at  a  time. 
But  best  of  all,  the  GP55  Series  inter- 
faces with  standard  network  proto- 
cols and  page  description  languages. 
So  now  everyone  on  your  LAN  can 
sit  behind  their  desk  and  benefit 
from  the  power  of  Total  Document 
Management.  Which  makes  this  a 
true  instrument  of  efficiency  and  pro- 
ductivity —  with  the  reliability  you've 
come  to  expect  from  Canon. 

As  usual,  Canon's  advanced 
technology  moves  you  further  ahead. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 

For  more  information,  call 
1-800  OK  CANON. 


EDIFICE  COMPLEX 

TALK  ABOUT 
GETTING  UPPITY 


WORLD'S 
TALLEST 
BUILDING? 


TOKYO 
MILLENNIUM 

TOWER" 
2,624  FT. 


Since  1974,  Chicago's  110- 
story  Sears  Tower  has 
held  the  title  as  the  world's 
tallest  building.  But  the  reign 
of  the  Windy  City  landmark, 
which  soars  1,454  feet,  may 
soon  be  over  (chart).  Or  will 
it? 

A  rival  is  under  construc- 
tion in  Malaysia:  the  88- 
story  Kuala  Lumpur  City 
Centre,  twin  towers  that  are 
due  to  top  out  in  1990.  Part- 
owned  by  Petronas,  the  state 
oil  company,  the 
$1  billion-plus  proj- 
ect will  be  1.470 
feet  tall.  "Come 
spring,  1996,  it 
will  be  the  high- 
est in  the  world," 
brags  Steven  Poh, 
a  spokesman  for 
the  project. 

But  hold  on. 
Poh  is  including 
the  decorative 
steel  spires  that 
crown  the  struc- 
tures. The  highest 
point  on  the  Sears 
Tower  (other  than 
the  two  253-fool 
broadcast  anten- 
nas) is  inhabitable 
space.  Poh  won't 
reveal  how  tall 
the  spires  will 
lie,  insisting  that 
i  hi  \\  are  "part  of 
the  structure,"  as 
with  New  York's 
Chrysler  Building. 

Meanwhile,  oth- 
er skyscrapers 
are  in  the  works 
that  threaten  to 
steal  the  honors. 
Groundbreaking  is 
set  to  start  next 
year  on  a  1,500- 
t'oot,  114-story 
building  in  Chong- 
qing, China,  that 
will  lie  done  in 
1998.  Developer 
Jian  Min  Fan's  co- 
lossus "will  lie  the 


KUALA  LUMPUR 
CITY  CENTRE' 
1,476  FT. 


SEARS  TOWER 
1,454  FT. 


leader,"  crows  Robert  Djere- 
jian,  senior  managing  partner 
at  Manhattan-based  Haines 
Lundberg  Waehler,  project  ar- 
chitect. Not  so  fast.  Japanese 
contractor  Ohbayashi  wants  to 
erect  the  2,624-foot  Millennium 
Tower  in  Tokyo.  No  site  has 
been  selected,  though,  and  it's 
still  just  a  concept.  □ 


AFTER  NAFTA 


DID  THE  BORDER  LEAK 
MEXICAN  CREAM? 


fear- 


With  more  goods  set  to 
move  across  the  U.  S.- 
Mexico border,  post-NAFTA, 
just  how  thorough  are  cus- 
toms checks  for  contamina- 
tion? A  brouhaha  over  26 
tankers  of  allegedly  uninspect- 
ed raw  cream  from  Mexico 
raises  big  questions. 

North  Dakota  official.' 
ing  a  high  level 
of  tuberculosis 
and  other  diseas- 
es in  Mexican 
cows,  have  shut 
down  the  Wynd- 
mere  I  N.D.I 
creamery  that 
they  say  re- 
ceived the  1.25 
million  pounds  of 
cream  in  Janu- 
ary and  processed  it  into  but- 
ter. Officials  say  a  routine 
check  uncovered  this.  About 
500, 000  pounds  were  sold  to 
Chicago's  Danish  Maid  Butter, 
which  won't  comment,  with 
the  rest  shipped  back  to  Mex- 


DR  AWN  AND  QUARTERED 


A  SUIT?  A  BRIEFCASE  f  3UBP06AJAS?  0OAieS,WJf?£  TURMlffc 
"THIS  CIRCUS  IM72?  A  WHITEWATER  HEARING/ 


ico.  While  later  testing  showed 
the  butter  was  properly  pas- 
teurized, it  wasn't  sold  to  the 
public. 

U.  S.  Customs  officials  are 
puzzled  how  that  much 
Mexican  cream  could  enter 
the  U.  S.  undetected.  Lou  Sa- 
menfink.  Cus- 
toms' program 
manager  for  in- 
spections, says 
the  feds  are 
taking  the  mat- 
ter "very  seri- 
ously" and  have 
stepped  up  bor- 
der inspections. 
In  the  mean- 
time, Wyndmere 
owner  Clayton 
is  in  hiding  after 
answer  state  sub- 
North  Dakota  officials 
His  wife,  Jan,  denies 


Creamery 
Rawhouser 
refusing  to 
poenas, 
report. 


that  the 
Mexico. 


cream  came  from 
Dennis  Blank 


THE  BIG  PICTURE 


SMALL  ISN'T  ALWAYS  BEAUTIFUL 


If  you're  a  professional 
with  a  company  of  1  00 
employees  or  fewer,  it 
may  be  time  to  start 
fretting.  A  recent  survey 
shows  that,  on  average, 
69%  of  positions  cut  by 
small  companies  that 
downsized  during  1  993 
were  held  by  salaried 
professionals. 


AVERAGE  PERCENTAGE  OF  EMPLOYEES 
CUT  AT  SMALL  COMPANIES: 


DATA  AMERICAN  MANAGEMENT  A5SN 


CRIME  PAYS 

DEATH-ROW 
REMBRANDT 


(9 


ere's  one  way  to  t 
prison-system  costs: 
tach  killers'  art  earnings.  S 
til  murderer  John  Wa 
Gacy  has  caused  a  stir  v 
his  sometimes-macabre  pa 
ings.  Like  his  self-portrait: 
Pogo  the  Clown,  the  chara 
he  played  as  an  entertai 
at  children's  parties,  on 
lookout  for  victims.  Prices 
a  Gacy,  once 
about  $200, 
are  climbing: 
One  painting 
at  a  recent 
Gacy  show  in 
Los  Angeles 
was  priced 
at  $20,000. 
Why?  Gacy, 
found  guilty 
in  1980  of 
murdering  33 
young  men  and  boys,  will 
executed  by  lethal  inject 
on  May  10. 

So  the  state  of  Illinoif 
suing  Gacy  to  recover 
$141,000  his  incarceration 
cost.  Since  the  suit  won't 
heard  until  Apr.  25,  the  st; 
will  likely  end  up  suing  Gac 
estate.  Does  he  have  1 
cash?  Authorities  aren't  su 
but  they  know  he  has  had 
to  $3,000  in  his  prison  ba 
account.   They  suspect 
i  rangers  money  to  somebc 
outside  the  prison.  His  att 
ney,  Greg  Adamski,  den 
Gacy  has  made  big  buc 
from  his  art.        Kevin  Ki 


SELF-PORTR 

John  Wayne 


Management  Aptitude  Test  (GMAT)  registrants,  peak  year  1991-92:  305,000.  In  1993414:  255,000.  In  1994-95:  245,00( 
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M's  say  that  you  operate  a  major  investment  firm.  And 
hat  you  handle  in  the  neighborhood  of  17,000  transactions 

t^/\Y  Thing  is,  as  market  activity  increases, 
our  computer  system  can  have  trouble  keeping  up.  Response 
me  starts  to  lag.  Your  clients  begin  to  notice.  The  solution? 
7bu  install  an  EMC  disk  storage  subsystem.    You  realize  a 

G^C^   1 1^  E/V^^  E  '*'n  Performance'  That  means 

on  can  handle  an  additional  5,950  transactions  each  business  day. 


ich  means  that  your  computer  system  can  process  almost  1.5  million 


ore  transactions  per  year.  Of  course,  the  more  transactions  you  complete,  the 


ORE  PROFITABLE 

ink.  Our  disk  storage  solutions  are  so  advanced,  they  can  improve  your 
>ottom  line.  For  more  information  on  a  disk  storage  Hl^ygg 


olution,  call  1-800-424-EMC2,  extension  GM4001B. 


)  1994  EMC  Corporation.  EMC  and  the  EMC  logo  are  trademarks  of  EMC  Corporation. 
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PLACES9 
work  stations  can 
be  shipped  in  as 
little  as  five  days. 


To  paraphrase  a  famous  saying,  punctu- 
ality isn't  everything.  But  sometimes  it  really  is 
the  only  thing. 

When  you're  expecting  your  furniture 
to  be  delivered,  for  example. 

That's  when  you'll  be  glad  you  ordered 
from  Haworth.  Because  our  on-time  track  record 
is  one  of  the  best  in  the  industry. 

And  when  "on  time"  means  practically 
no  time,  our  Quick  Ship  Program  can  send  your 
systems,  seating  or  freestanding  furniture  on  its 
way  to  your  office  in  as  little  as  five  days. 

We  also  offer  Electronic  Order  Processing, 
day  or  night.  A  Service  Parts  Program  for  quick 
access  to  commonly  needed  replacement  parts. 
And  a  Customer  Satisfaction  Team,  available  to 
answer  your  questions  anytime. 

All  of  which  should  reassure  you  that 
when  your  employees  are  ready  to  work,  their 
furniture  will  be,  too. 


HAWORTH 

FURNITURE  Tl  1AT  WORKS  '" 


Is  your  company  going  places?  Ask  for  a  copy 
of  our  free  booklet,  "How  to  Move  Your  Busi- 
ness: A  Complete  Guide  to  Office  Relocations'.' 
Call  1-800-344-2600. 
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A  TRIBUTE  TO  CONSISTENCY 


When  it  comes  to  recognizing 
achievement,  Hollywood  has 
its  Oscars,  newspapers  have 
their  Pulitzers.  In  the  world  of  maga- 
zines, the  most  coveted  honor  is  the 
National  Magazine 
Award.  I'm  very 
proud  to  announce 
that  BUSINESS  WEEK 
has  been  nominated 
as  a  finalist  for  gen- 
eral excellence  among 
magazines  with  a  cir- 
culation of  more  than 
1  million.  We  are  rep- 
resented in  the  com- 
petition by  the  three 
issues  shown  here. 
The  other  finalists: 
Rolling  Stone,  Time, 
Vanity  Fair,  and  Vogue. 

The  awards  are  spon- 
sored by  the  American 
Society  of  Magazine  Edi- 
tors and  the  Magazine 
Publishers  of  America, 
with  judging  performed 
under  the  auspices  of 
the  Columbia  Graduate 
School  of  Journalism- 
much  like  the  Pulitzer 
Prizes.  In  all,  332  maga- 
zines submitted  1,395  en 
tries.  The  winners  will  be 
announced  on  Apr.  20. 

Since  the  National  Mag- 
azine Awards  began  in 
1966,  BUSINESS  WEEK  has 
been  a  finalist  23  times  in 
various  categories  and 
has  won  five  awards. 
This  is  the  third  year  in 
a  row  that  we  have  been 
nominated  for  the  prestigious  general 
excellence  award  and  the  sixth  such  ci- 
tation in  the  last  eight  years.  No  other 
business  magazine  comes  close  to  our 
record,  and  few  magazines  of  any  kind 
have  done  better. 

The  issues  honored  this  year  are 


wow> 


examples  of  the  blend  of  news  an 
analysis  that  characterizes  BUSINES 
WEEK.  "Wow,"  the  cover  story  on  th 
proposed  Bell  Atlantic-TCI  deal,  wen 
to  the  presses  the  very  day  the  tw 
companies  announced  th 
hookup.  Despite  the  fas 
turnaround,  the  story  was  wel 
leavened  with  the  "howevers 
and  "ifs"  that  finally  played 
role  in  scuttling  the  deal. 

At  the  opposite  extreme  o 
our  repertoire  is  "Enterprise," 
120-page  bonus  issue  examin 
ing  the  role  of  small  busines 
in  the  U.  S.  economy  and  th 
efforts  to  kindle  the  spirit 
entrepreneurialism  in  big  com 
panies.  We  spent  nearl. 
nine  months  from  concep 
tion  to  final  production  oi 
the  issue. 

Then  there  was  "Th< 
Economics    of  Crime, 
where  we  spotted  a  grow 
ing  concern  and  providec 
a  timely,  thorough  analy 
sis.    The    story  helpe( 
shape  the  debate  over  th( 
issue   by  demonstrating 
that  crime  costs  th< 
economy  some  $425  bil 
ion  a  year.  The  storj 
also  discussed  the  mos 
cost-efficient  ways  t( 
deal  with  the  problem. 

We  are  grateful  for  al 
the  recognition  we  hav€ 
received.  But  the  ulti 
mate  judge  of  editoria 
excellence   is   you,  the 
reader.  We  pledge  to  con 
tinue  doing  our  best  t( 
win  your  continued  respect 
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SOMETIMES 
OVERNIGHT 

IS 

OVERKILL 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable  option. 
Priority  Mail  "from  the  Postal  Service.  It's  not 


overnight  but  it's  delivered  fast,  specially  handled  and 
only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  465  for_ 
more  information 
on  Priority  Mail. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


UNITED  STATES 
POSTAL  SERVICE. 


1993  U  S  Postal  Service 


We  Deliver  For  You. 


"There  are  plenty  of  reasons  why  Akzo  and  Nobel  reasons.  But  that  isonly  part  of  thestory. The  main  i 
Industries  decided  to  join  forces.  Financial  reasons,  son  why  our  partnership  will  work  is  that  we  have 
economic  reasons,  industrial  reasons,  geographical         same  mind  set.  We  are  both  client  driven,  we  have 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and  fibers.  K 
than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  writ 
call:  Corporate  Communications  Department/R  1  3,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


Ove  Mattsson,  member  Board  of  Management  Akzo  Nobel,  previously  President  Nobel  Industries 


rofessional  ambitions  and  we  share  the  same 
eneurial  spirit.  We  fit  both  in  body  and  soul, 
it  is  what  it  takes  to  create  the  right  chemistry." 


CREATING  THE  RIGHT 


HEMISTRY 


^  Transfer  ^ 
^    your  ^ 

IRA!  ^ 


The  case  for  adding  an 
international  component  to 
your  portfolio  is  clear.  Over  the 
past  ten  years,  the  stock  markets 
of  foreign  countries  have,  on  average, 
outperformed  the  U.S.  market— in  some 
cases  by  dramatic  margins* 


That's  why  we  have  introduced  Dreyfus 
International  Equity  Fund.  Under  normal 
market  conditions,  this  Fund  invests  substantially 
all  of  its  assets  in  foreign  markets.  So  you  can  be  in 
a  position  to  seek  worldwide  growth— while  the  Fund 
managers  handle  the  complexities  of  investing  abroad. 
In  the  pursuit  of  greater  rewards,  investments  in  foreign 
securities  involve  different  and  additional  risks. 

Furthermore,  in  keeping  with  its  international  focus, 
the  Fund  is  managed  by  a  US-British  investment  team: 
Dreyfus  and  M  &  G  Investment  Management  Limited. 

M  &  G  has  over  60  years  of  investment  experience. 

Dreyfus  International  Equity  Fund,  Inc. 


1-800-DREYFUS 

(1-800-373-9387) 

Please  Ask  for  Extension  4433 


401(k) 

Plan  provider! 


'  The  Dreyfus  Trust  Company,  as  custodian,  is  waiving  its  Dreyfus  IRA  annual  maintenance 
fees  for  investments  in  the  Dreyfus  International  Equity  Fund.  There  are  no  minimum 
balance  or  special  transaction  requirements.  If  this  waiver  is  terminated,  Dreyfus  IRA 
investors  will  receive  notice. 

'Source:  Lipper  Analytical  Services,  Inc.  For  the  period  ended  12/31/93.  Based  on  the 
average  annual  total  returns  of  the  countries  in  the  Morgan  Stanley  Capital  International 
Europe,  Australasia,  Far  East  (EAFE")  Index,  which  is  an  unmanaged  index  of 
non-U.S.  equity  performance.  In  some  years,  the  average  of  international  markets  has 
underperformed  that  of  the  U.S.  market.  Past  performance  is  no  guarantee  of  future  results. 
EAFE"  is  the  property  of  Morgan  Stanley  &  Co.  Incorporated. 
M  &  G  is  the  Fund's  sub-investment  advisor.  For  a  Prospectus  with  more  complete 
information  on  management  fee,  charges,  and  other  expenses,  call  our  toll-free  number. 
Please  read  the  Prospectus  carefully  before  you  invest. 
Dre)  fus  Service  Corporation,  Distributor. 


WILL  THE  INFO  HIGHWAY 
EDUCATE  US— OR  ADDLE  US?  | 

■  n  response  to  Mark  Landler's  cM 
I  mentary  regarding  the  entertainm | 
industry's  potential  to  sap  American 
ilization  ("Are  we  having  fan  yet?  Ma; 
too  much,"  Cover  Story,  Mar.  14):  Li; 
en  up.  Although  catchphrases  such 
"edutainment"  do  nothing  to  turn  me 
to  our  world's  advances  in  entert; 
ment  technology,  it  is  clear  that  en 
tainment  and  education  are  not  mut 
ly  exclusive.  Observe  the  Japanese 
of  the  most  literate  and  industrious 
cieties,  where  electronic  paperbacks 
becoming  the  rage  as  commuters 
through  pages  and  pages  of  reading  d 
ing  their  daily  commutes. 

Whether  gambling  becomes  Amej 
ca's  favorite  pastime  or  whether  a  la: 
er  percentage  of  our  society  earns  a  II 
ing  as  cocktail  waitresses  and  valets 
not  what  is  at  issue.  What  is  at  issue 
that  Americans  are  demanding  more 
the  form  of  more  TV,  more  telephoi 
more  services— and  that  is  not  just 
teractive  but  proactive. 

Soo  J.  Ho 
Bost 

Voices  such  as  Landler's  are 
heard  often  enough.  With  all  t 
high  hopes  and  hysteria  over  multin 
dia,  interactive  entertainment,  and  t 
Information  Superhighway,  too  few 
our  society  have  thoughtfully  reflect 
on  the  potential  negative  consequenc 
of  this  brave  new  world. 

In  the  home,  newfangled  med 
promise  to  further  overwhelm  kids'  sei 
es,  turning  them  into  social  misfits  wi 
scrambled  brains.  Meanwhile,  at  schoi 
the  increasing  and  widely  heralded  u 
of  these  technologies  will  help  create 
tellectually  retarded  youth  who  cann 
think  for  themselves. 

If  we  take  the  wrong  detour,  the  I 
formation  Superhighway  may  quick 
transport  us  to  a  dreadful  dystopia. 

Mike  Loi 
Durham,  N. 1 

NO,  THE  FED  ISNT 
FUMBLING  THE  BALL  

I rarely  take  the  time  to  respond  with 
letter  to  the  editor,  but  Robert  Kut 
ner's  article  "Wanted:  A  Fed  th; 
doesn't  jump  when  inflation  says  'boo 
(Economic  Viewpoint,  Mar.  14)  is 
flawed  I  feel  I  have  no  choice. 

The  Federal  Reserve  Board  over  tf 
past  14  years  has  done  a  marvelous  jc 
of  wringing  inflation  out  of  the  eeonom 
with  no  cooperation  from  a  spendthri 
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U.  S.  Congress.  Just  because  the  infla- 
tion figures  currently  look  tame,  it  is 
no  time  for  the  Federal  Reserve  to  relax 
its  guard. 

I  would  suggest  that  if  Kuttner  would 
like  to  see  faster  economic  growth,  the 
answer  is  lower  taxes  and  fewer  gov- 
ernment regulations  that  punish  indi- 
vidual initiative. 

Marc  A.  Ferries 
Salem,  Ore. 

Both  Robert  Kuttner' s  article  and  "A 
full  head  of  steam  is  choking  the 
bond  market"  (Business  Outlook,  Mar. 
14)  have  brought  the  fine  art  of  Fed- 
bashing  to  an  abject  level.  Using  cur- 
rent inflation  rates  as  evidence  of  con- 
tinued lower  inflation,  both  articles  bash 
the  Federal  Reserve  for  the  last  rate 
increase.  Using  current  inflation  figures 
as  an  indicator  for  future  inflation  rates 
is  simply  a  dangerous  assumption.  To 
add  insult  to  injury,  your  writers  imply 
that  the  Fed  is  as  myopic  as  the  rest  of 
the  financial  world,  which  is  prone  to 
overreact  to  good  news  as  well  as  bad 
news.  Has  anyone  had  the  audacity  to 
look  at  the  current  growth  rate  of  the 
money  supply  or  the  effects  of  the  Clin- 
ton budget  package? 

Patrick  D.  Kjellberg 
Richmond,  Va. 

WHY  ALAN  GREENSPAN 

IS  A  MISUNDERSTOOD  MAN  

Regarding  "Quotations  from  the  chair- 
man, translated"  (Up  Front,  Mar. 
14):  Art  Buchwald  once  remarked  that 
the  problem  is  that  "Greenspan  speaks 
no  English— and  the  rest  of  us  speak  no 
Greenspan." 

Alan  M.  Perlman 
Highland  Park,  111. 


DEFINING  THE  CREDIT-CARD 
INDUSTRY'S  TERMS  

■  find  it  personally  shocking  that  I 
I  would  defend  corporate  doublespeak, 
but  I  am  afraid  you  erred  when  you 
stated  that  credit-card  issuers  use  the 
terms  "market  share"  and  "share  of  wal- 
let" interchangeably  I  "A  learner's  guide 
to  Corpo-Babble,"  Up  Front,  Mar.  7). 

To  financial-service  providers,  market 
share  is  the  number  of  units  you  have  as 
a  percentage  of  all  those  in  the  market- 
place. A  simplistic  example  would  be 
that  if  there  are  100  credit-card  holders 
in  ;h.-  marki  t  and  25  carry  yours,  your 
market  share  is  25 /< . 

However,  if  the  total  annual  charges 
those  100  cardholders  rack  up  are,  say, 
$50,000  ($500  apiece  on  average),  but 
your  customers  only  spend  a  total  of 
$2,500  ($100  on  each  card),  then  your 
overall  share  of  wallet  is  only  5%  (or 


CORRECTIONS  &  CLARIFICATIONS 

In  the  alphabetical  list  of  companies 
for  "The  Business  Week  1000"  (Mar. 
28)  the  correct  address  for  Sears,  Roe- 
buck &  Co.  is  Sears  Tower,  Chicago, 
111.  (50684.  The  correct  phone  number  is 
312  875-2500. 

The  flying  pteranodon  image  used  in 
"Nintendo's  Yamauchi:  No  more  play- 
ing around"  (Cover  Story,  Feb.  21) 
should  have  credited  Greystone  Tech- 
nology Inc.  and  Angel  Studios. 


$2,500  into  $50,000).  It  tells  you  that 
your  customers  aren't  spending  as  much 
as  those  of  other  companies  and  you 
should  focus  on  usage  stimulation,  etc. 

Both  are  very  useful  measures  and 
definitely  different. 

Stephanie  J.  Fierman 
Vice-President  for  Marketing 
Chemical  Bank 
New  York 

NEVER  MIND  THE  BOMB. 

GUHS  ARE  DOING  THE  JOB  

■  n  your  article  "Talk  about  a  loaded 
I  issue"  (Top  of  the  News,  Mar.  14),  how 
ironic  that  Russia  and  the  U.  S.— the 
principal  protagonists  in  the  cold  war 
nuclear  drama  that  threatened  the  world 
with  Armageddon— now  face  self-de- 
struction at  the  hands  of  undisciplined 
citizens  armed  to  the  teeth  with  the 
cheapest,  and  deadliest,  weapons  of  all. 
What  SS-20s  and  MIRVed  Minutemen 
promised,  shotguns  and  Saturday  night 
specials  can  now  achieve. 

William  L.  Valenti 
Seattle 

THE  DHC  IS  IN  THE  RED 
BECAUSE  IT  SUPPORTED  NAFTA 

■  n  "Empty  war  chest:  How  the  Dems 
Bblew  $30  million"  (Washington  Out- 
look, Mar.  14),  your  criticism  of  the 
Democratic  National  Committee's  $2  mil- 
lion deficit  for  1993  neglects  to  mention 
that  part  of  the  DNC's  current  troubles 
arise  from  their  standing  on  principle 
in  their  vigorous  fight  to  support  Presi- 
dent Clinton  in  the  passage  of  NAFTA. 
Organized  labor  withheld  its  contribu- 
tions to  the  I  >N'C  in  reaction  to  that  fight. 

Joseph  T.  Wilkins 
Pleasantville,  N.  J. 

WHY  IS  GM  KEEPIHG 

SATURN  EARTHBOUND?  

■  am  writing  in  response  to  the  article 
I  "Suddenly,  Saturn's  orbit  is  getting 
wobbly"  (Top  of  the  News,  Feb.  28).  In 
this  article,  William  E.  Hoglund  of  Gen- 


eral Motors  was  quoted  as  saying  th 
"Saturn  has  got  to  fight  for  capital  lil 

any  other  business  It's  causing  the 

some  trouble." 

I  am  shocked  and  dismayed  at  GU 
apparent  attitude  toward  Saturn.  G 
seems  to  be  finally  producing  a  car  th 
makes  us  look  at  our  Toyotas  and  Ho 
das  and  say,  "Next  time,  a  Saturn."  Bi 
GM  then  cripples  this  successful  starti 
by  demands  for  immediate  operatir 
profit  and  postponement  of  expansion. 

These  actions  have  already  hurt  Sa| 
urn  and,  judging  by  this  article,  jeopa 
dized  Saturn's  future.  As  the  owner  of 
10-year-old  Honda  Civic,  I  have  planne 
to  replace  my  Honda  this  year  or  ne) 
with  a  Saturn.  But  now,  I'm  left  woi 
dering  if  I  should  stay  with  Honda.  A 
least  I  know  Honda  cares  about  its  pnx 
uct  and  will  be  there  in  five  years. 

Wilma  J.  Smit 
Pittsburg 

A  CONSUMPTION  TAX?  THERE'S  A 
BETTER  WAY  TO  FOSTER  SAVINGS 

In  your  article  "A  consumption  tax 
Now,  that's  tax  reform"  (Top  of  th 
News,  Mar.  14),  the  inherent  disparit; 
between  the  savings  rates  of  the  uppe 
2%  and  the  remaining  98%  of  the  popu 
lation  speaks  volumes  against  the  adop 
tion  of  a  consumption  tax  in  place  o 
the  personal  income  tax.  While  the  toj 
2%  can  and  will  shelter  much  of  their  in 
come  from  taxes,  the  rest  of  the  popu 
lation  spends  a  much  higher  proportior 
of  their  incomes  simply  because  thej 
have  to.  They  are  thus  left  with  much 
less  of  an  opportunity  to  avoid  taxatior 
by  saving  and  investing. 

If  the  public  policy  goal  is  to  increase 
savings,  why  not  simply  "tinker"  with 
the  taxability  of  interest  income?  Rathei 
than  taxing  all  interest  income,  why  not 
just  tax  interest  income  over  $5,000? 
This  would  promote  savings  by  making 
a  tax-free  vehicle  for  investing  available 
to  the  majority  of  the  population. 

Robert  Bell 
Deer  Park,  N.Y. 
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If  you  could  drive 


igh  s 
Is  would  be  It. 


one  ear 
reunion, 


As  YOU  SWING  IN  TO  your  alma  mater  you  can 
almost  see  the  heads  turn  as  your  classmates 
ask,  "Isn't  that...?" 

A  fantasy?  It  doesn't  have  to  be.  You  can 
lease  a  new  XJS  for  just  two  years,  with 
surprisingly  affordable  payments. 


You'll  enjoy  two  plus  two  seating, 
dual  air  bags,*  ABS  brakes,  and 
the  exhilarating  performance  of  a 
2  19-horsepower  engine. 

Our  commitment  to  quality  is 
backed  by  a  four-year,  50,000-mile  war- 
ranty. And  we'll  even  let  you  return  the 
car  within  30  days  of  purchase  if  you're 
not  completely  satisfied. 

Call  1-800-4-JAGUAR  for 
the  Jaguar  dealer  nearest  you.  JAGUAR 


You're  moving  a  $2  billion  portfolio  through  11  markets  in  11  days. 
And  you  have  zero  room  for  error. 

You've  had  a  lot  ol  experience  in  managing  global  Not  a  task  for  an  ordinary  trading  firm, 

portfolios,  but  when  your  company  merged  with  two  That's  why  you  began  by  holding  a  competitioi 

others,  they  handed  you  a  $2  billion  headache.  for  the  assignment.  And  hired  the  firm  that  did  the 

Twenty-three  portfolios,  three  strategies  and  less  most  unexpected  thing, 
than  two  weeks  to  rationalize  and  reinvest  them.  Instead  of  coming  to  you  with  a  marketing 


Frankfun 


London 


Mad  rid 


Melbourne 


ssentation  and  a  troop  of  people ,  they  brought  you  a 
iution.  A  computer-designed  model  outlining  a  plan 
'  the  entire  deal. 

Trades  broken  down  into  manageable  pieces  that 
)uld  float  through  the  markets  unnoticed.  Hedges 


in  place  at  every  turn.  Every  transaction  accounted  for. 
With  no  cash  balances  at  the  end  of  each  day. 

And  a  complete  pricing  breakdown  —  for  you 
to  sign  off  on  and  for  them  to  live  up  to. 

You  know  they'll  come  through. 


MORGAN  STANLEY 


ina 


A  GOLDEN  GATE 
ON  THE  YELIOW  SEA 


To  Americans,  Dalian  looks  a  bit 
like  Houston  25  years  back:  a  place 
on  the  move.  This  metropolis  of  5 
million  boasts  unusually  wide,  tree-lined 
boulevards  and  new  skyscrapers  that 
are  redrawing  the  once-modest  skyline. 
Its  young  people  deck  themselves  out  in 
the  latest  styles,  dazzling  visitors  from 
staid  Beijing.  Houston,  in  fact,  is  a  sister 
city.  But  rather  than  looking  to  Texas 
for  a  model,  Dalian  residents  are 
imitating  their  neighbors  to  the 
east.  The  young  man  from  the 
Foreign  Affairs  office  who  meets 
me  on  arrival  apologizes  at  once 
for  not  speaking  English.  "I 
speak  Japanese,"  he  says. 

A  good  choice.  While  Dalian 
isn't  yet  a  blip  on  the  radar  o 
most  Western  multinationals, 
it's  a  favorite  site  for  Japanese 
investors.  Strategically  locat- 
ed at  the  mouth  of  the  Yellow 
Sea,  Dalian  offers  an  ice-free 
deepwater  port,  railway  links 
in  ( 'hina's  resource-rich  north- 
east, and  an  educated  work- 
force—all a  mere  1,042  miles 
from  Japan.  "We  are  the  out- 
let for  the  Far  East,"  says 
Wang  Diandong,  director  of 
Dalian's  Port  Authority.  As 
one  of  the  first  Chinese  cit- 
ies allowed  to  experiment 
with  economic  reforms, 
Dalian  has  a  huge  devel- 
opment zone— with  29%  of 
investment  over  the  past  10 
years  coming  from  powerful 
Japanese  players,  including  Toshi- 
ba Inc.  and  Canon  Corp.  While 
local  officials  are  quick  to  point 
out  that  investments  from  Hong 
Kong  last  year  eclipsed  those 
from  Japan,  the  presence  of  the 
Japanese  is  precisely  the  reason 
so  many  Hong  Kong  investors  are 
drawn  to  this  entrepot. 
WAR  PRIZE.  For  a  century,  Dal- 
ian has  been  a  prime  jumping-off 
spot  for  Japan's  ambitions  on  the  Asian 
mainland.  In  fact,  the  Russian  and  Japa- 
nese empires  went  to  war  over  Dalian, 
Manchuria's  outlet  to  the  Pacific.  In  the 
late  1800s,  after  losing  a  war  over  Ko- 
rea, a  humiliated  Beijing  ceded  Dalian 
and  the  Liaodong  peninsula  with  strate- 
gic Port  Arthur  to  the  victorious  Japa- 


nese. A  few  years  later,  the  Japanese 
Emperor  lost  control  over  the  area  to 
the  Czar.  In  1905,  the  Japanese  fought 
back  and  regained  nearby  Port  Arthur, 
now  a  faded  relic.  The  area  was  a  key 
part  of  Japan's  Manchurian  empire.  Af- 
ter Tokyo's  defeat  in  1945,  the  Red 
Army  occupied  Dalian.  The  Soviets 
pulled  out  10  years  later. 

Now,  in  the  post-cold-war  era,  the 
Japanese  are  flocking  back. 


When  it  came  time  in  the  1980s  to  st: 
investing  in  China,  Dalian  was  a  natui 
choice  for  Japanese  raised  on  old  tun 
about  the  city's  lovely  acacia  flowers. 

The  cityscape  of  Dalian  is  dotted  wi; 
billboards  advertising  Japanese  brand 
Hitachi,  Sony,  Toshiba,  etc.  The  loca 
covet  such  Japanese  products  as  Sam 
TVs  and  have  grown  accustomed  to  se 
ing  groups  of  Japanese  executives  ai 
tourists.  "Every  year,  more  and  raoi 
Japanese  come  here,"  says  Wang  SI 
jia,  vice-mayor  of  the  Dalian  Municip 
I  Vople's  ( Government. 
educated  workforce.  Takeshi  Nakay 
ma  knows  how  true  that  is.  As  prei 
dent  of  Toshiba's  sprawling  complex 
Dalian,  he  is  so  besieged  by  requesi 
from  Japanese  corporations  to  tour 
operation  that  he  finds  it  hard  to  gt 
any  work  done.  Nakayama  predicts  th 
with  the  rise  of  the  yei 


During  the  first  part  of  this  century, 
Tokyo  had  dispatched  many  officials  and 
businessmen  to  its  colony  in  China's 
northeast,  and  the  children  of  these  offi- 
cials went  on  to  play  influential  roles  in 
Japan.  Among  them:  Yusuke  Kashiwagi, 
former  Bank  of  Tokyo  chairman,  and 
Saburo  Okito,  a  former  Foreign  Minister. 


Dalian  will  experience  "a  surg< 
of  investment  in  the  future." 

But  Nakayama  and  other  Japa 
nese  executives  do  not  view  Dal 
ian  as  a  cheap  labor  base.  "Soitk 
say  the  labor  prices  are  low,"  Na- 
kayama remarks  through  his  as 
sistant,  a  young  Chinese  womar 
who  speaks  fluent  Japanese  learned  at  a 
local  university.  "But  that's  not  very 
correct."  What  Dalian  does  offer  is  an 
educated  workforce  "that  compares  with 
the  Japanese  market  in  terms  of  qual 
ity,"  he  says.  "Efficiency  is  higher  here.' 
His  workers,  who  make  TV  parts  that 
are  later  shipped  to  Japan,  seem  to  be 
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Want  to  know  the  easiest  way 
to  file  thousands  of  documents? 


rhe  revolutionary  new  Canofile  250  alpha(a) 
now  makes  filing  thousands  of  documents 
easy  as  marking  a  box.  All  you  do  is  fill  in 
e  appropriate  boxes  on  an 
novative  new  Registration 
Sheet, 
that  the 
CF250a 


CF250a  gives  you  laser  printouts  at  a  fast  7 
pages  per  minute. 


You  can 


;w  Registration  Sheets 
ke  filing  more  efficient. 


even 

produces 
for  you. 
>ur  filing  is  then  done  auto- 
atically  by  simply  scanning 
e  filled-in  Registration 
leet  with  the  corresponding 
le-  or  two-sided  documents  into  the  CF  250a 
as  fast  as  40  pages  a  minute.  Up  to  13,000 
)cuments  can  be  stored  on  each  Canon  5.25" 
optical  disk*  in  user-selectable 
erasable  or  non-erasable  format 

You  can  also  manage  your 
files  more  efficiently  than  ever 
with  the  newCF  250a. 
ihanced  file  management 
>ftware  allows  fast, 
curate  and  flexible 
dexing,  file  retrieval 
id  selective  data       canohie  250  alpha  ^ 
>pying.  And  the 


even  retrieve  files  at  any 
IBM®  PC  or  compatible 
in  your  office  with 
optional  CFView' 
software  (avail 
able  for 
DOS® 


Post-Indexing 
for  more  efficient 
index  data  entry. 


Windows®) 
and  a  Magneto 
Optical  Disk  Drive.** 
Check  out  the  new  CF  250a,  or  the 
original  CF  250  desktop  filing  system,  and 
your  files  will  always 
be  where  they  belong— 
right 

at  yOUr  Choose  CFView™ 
fingertips,  software  for  DOS® 
t  or  Windows.® 

For  more 

information,  or  the  name 
of  an  Authorized  Canon 
Dealer  near  you,  call 
1-800-352-8333  ext.  280. 


sed  on  CCITT  n  1  Chart.  Canon  magneto  optical  disks  sold  separately  1  "Model » DD5001S. 

is  a  registered  trademark  of  International  Business  Machines  Corporation 

>  and  Whdowsare  registered  trademarks  of  Microsoft  Corporation. 

'iew  is  a  trademark  of  Canon  Information  Systems  Inc.  ©1993  Canon  U.S.A.,  Inc. 
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NICE  SHOT. 


ESTABLISHED  1818 


sometimes  we  veer 
way  off  course,  and 
sometimes  we  make  a 
small,  yet  telling  turn, 
the  kind  that  ends  up 
weaving  a  little  more 
interest  into  our  everyday 
lives,  the  remington 
and  the  harrington. 
classic  american  form 
that's  finally  rounded 
the  corner. 


33 


mm 


m 


COLE  HAAN 


fine  footwear,  hosiery,  belts,  braces,  small  leather  goods,  jewelry,  for  men. 

the  remington  loafer,  the  harrington  lace-up.  the  tucker  belt,  all  in  brandy,  all  made  in  the  U.S.A. 
For  stores  near  you  write:  Cole-Haan  Dept.W4  North  Elm  St.  Yarmouth,  ME  04096-5002 


itter  From  Dalian,  China 


TOSHIBA  PLANT: 
JAPANESE 
EXECUTIVES  SAY 
EFFICIENCY  IS 
HIGHER  IN 
DALIAN  THAN  AT 
HOME 


ig  the  lead  from  their  Japanese 
terparts:  No  street  shoes  are  al- 
ii on  the  factory  floor,  and  all  work- 
vear  proper  Toshiba  jumpsuits.  Na- 
,ma  says  he's  now  expanding  the 
less.  The  company  intends  to  in- 

$95  million  in  three  or  four  addi- 
il  factories  in  the  region, 
hile  Dalian  officials  don't  want  to 
verly  reliant  on  the  Japanese,  they 
ze  that  the  city  needs  as  much  for- 

investment  as  it  can  get.  If  Dalian 
n't  get  overseas  funding,  it  may  fall 
lehind  richer  re- 
s  in  the  south 
along  the  coast, 
ipetition  among 
ese  cities  is 
e,"  says  Vice- 
or  Wang.  "It's 

to  lag  behind." 

re  1993,  Dalian  ranked  as  the 
est  port  in  China  in  terms  of  inl- 
and export  volume.  Now,  it  trails 
ghai,  and  other  ports  are  coming  on 
ig.  Even  smaller  cities  near  Dalian 
'all  very  ambitious,  and  they  want 
uild  the  biggest  port  in  the  prov- 
"  says  Dalian  Port  Authority  chief 
g- 

lere  are  other  headaches.  Dalian  is 
se  of  heavy  industry,  and  it's  sad- 
with  unprofitable  state-run 
ts.  All  over  town,  smoke- 
cs  belch  pollutants  into  the 
Some  30,000  employees  of 
3-run  companies  are  now 
;ing  for  work,"  getting  paid 

of  their  salaries  in  the 
itime.  By  contrast,  the  pri- 

sector  is  booming,  and 
is  are  outrunning  the  18% 
tion  rate. 

)  improve  performance  at 

i  enterprises,  Vice-May- 
fang  says  she  would  like 

narry  off"  some  state  in- 

ries  to  foreign  investors. 

■e  have  been  a  few  such 

iings.  Hong  Kong-based 

a  Strategic  Investment 
run  by  Indonesian-Chi- 

:  tycoon  Oei  Hong  Le- 
agreed  last  year  to  take  a 

irity  stake  in  101  factories  in  Dalian, 
factories  make  everything  from 

;ic  toys  to  electric  motors. 

'  port.  The  Japanese  are  busy  cut- 
deals  on  their  own.  Last  October, 

/o  Electric  Co.  and  trader  Nissho 
Corp.  formed  a  new  company  with 

e-owned  Dalian  Refrigeration  Co. 
$13  million  venture,  Dalian  Sanyo 

l-Chain,  will  start  producing  com- 

cial   refrigeration   equipment  in 

an's  development  zone  later  this 

'.  In  November,  Matsushita  Electric 


Industrial  Co.  and  Dalian-based  China 
Hualu  Electron  Co.  announced  plans  for 
a  joint  venture  to  make  VCR  components. 
And  in  1992,  Japan's  Onoda  Cement  Co. 
hooked  up  with  Dalian's  Huaneng  Raw 
Material  Corp.  and  Dalian  Cement 
Works  to  form  Dalian  Huaneng-Onoda 
Cement  Co. 

Both  the  World  Bank  and  the  Asia 
Development  Bank  have  made  hefty 
loans  to  Dalian  for  port  and  water  facil- 
ities. A  new,  modern  port  is  in  the 
works  at  Da  Yao  Bay,  a  few  miles  from 


Dalian  would  like  nothing  better  than 
to  attract  American  investors  to  offset 
the  heavy  Japanese  presence.  One  key 
official,  who  drank  a  bit  too  much  at 
lunch,  blurted  out  that  he  never  knows 
where  the  Japanese  really  stand.  But 
the  Americans,  he  said,  are  straight- 
shooters.  The  city  is  the  Chinese  home 
of  Pfizer  Pharmaceuticals  Inc.,  which 
set  up  a  $50  million  joint  venture  to 
make  antibiotics  for  the  Chinese  mar- 
ket. Dudley  Schleier,  general  manager  of 
Pfizer  China,  says  he  has  "ready  access" 


Dalian's  de- 
velopment zone.  Japanese  companies 
are  building  up  Dalian's  infrastructure  as 
well.  Within  the  city's  special  economic 
zone,  a  Japanese-Chinese  consortium, 
Dalian  Compound  Industrial  Co.,  is  buy- 
ing up  raw  land  and  developing  it.  The 
joint  venture,  in  which  the  Japanese 
hold  an  80%  stake,  installs  everything 
from  roads  to  pipes  to  dormitories  for 
workers.  Then,  the  group  resells  the 
land  to  Japanese  companies  for  nearly  a 
threefold  profit. 


to  the  mayor's  office- 
something  foreigners 
can't  count  on  in  just 
any  Chinese  city.  "Dal- 
ian is  traditionally  a  Jap- 
anese area.  But  here  we 
get  regulatory  support," 
says  Schleier. 

If  the  visitors  turning 
up  to  take  a  look  at  the 
Toshiba  factory  are  any 
measure,  more  Japanese 
companies  are  likely  to  set 
up  shop  during  the  coming 
months.  On  Mar.  19,  Japa- 
nese Prime  Minister  Mori- 
hiro  Hosokawa  arrived  in 
Beijing  for  talks.  Wu  Jian- 
min,  a  spokesperson  for  the  Chinese  For- 
eign Ministry,  says  that  Japanese  corpo- 
rate leaders  have  finally  decided  to 
transfer  technology  to  China,  after  years 
of  holding  back.  "Investment  and  tech- 
nology are  in  the  pipeline,"  he  says.  If 
that's  the  case,  the  likeliest  port  of  entry 
is  Dalian. 

JOYCE  BARNATHAN 
Barnathan  is  Hong  Kong  bureau  chief 
of  BUSINESS  WEEK. 
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THE  QUESTION  I! 
BMW  YOU  CAN  I 


So  which  would  you  prefer? 

As  you  can  see,  the  new  BMW 
318i  Sedan  on  the  left  is  not  only 
highly  affordable,  but  meticulously 
and  artfully  packaged. 

The  design  is  classic,  a  sleek 
aerodynamic  wedge  seemingly 
carved  from  a  solid  block  of  steel. 
No  fewer  than  5,000  imperceptible 
welds  and  22  pounds  of  paint  help 
create  its  jewel-like  finish. 

The  same,  of  course,  is  true  of 
the  new  BMW  318is  Coupe,  shown 
here  on  the  right. 

The  interior  of  the  Sedan  is  as 
well  thought-out  as  the  exterior,  as 
is  that  of  the  Coupe.  For  instance, 
multi-zone  seats  utilize  the  latest 


ITS  HO 

orthopedic  knowledge.  The  centrfe 
locking  system,  two-way  sunroof 
and  windows  are  power  operate 
conveniently  enough. 

An  environmentally  friendly  a 
conditioning  system  has  separai 
temperature  controls  for  the  driv( 
and  front  passenger.  While  a  micro) 
filter  helps  electrostatically  screen 
out  specks  of  pollen  and  dust. 

Safety  features  inside  both  car; 
include  massive  anti-lock  brakes, 
automatic  front  seatbelt  tensionerl;  - 
dual  airbags  and  an  impact  sense 


'Suggested  retail  price  for  a  1994  BMW  318i  is  $24,675  and  a  1994  BMW  318is  is  $25,800.  Actual  price  will  depend  on  dealer.  Price  excludes! 
destination  and  handling  charges,  taxes,  license  and  options.  ©1994  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  register^ 
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T  HOW  MUCH 

FOR  $26,000. 

MANY. 


tem  that,  in  a  severe  collision, 
Dcks  all  of  the  doors  and  turns 
interior  lights  and  flashers. 
It's  all  part  of  BMW's  F.I. R. ST. 
tem  (or  Fully  Integrated  Road 
ety  Technology)  found  in  every 
omobile  we  build. 
Let's  not  forget  the  318i  Sedan 
jn-to-drive.  Its  precise  5-speed 
nual  transmission,  responsive 
>- horsepower  engine  and  BMW's 
sndary  suspension  feed  road 
irmation  back  to  you. 
The  end  result  is  a  heightened 


sense  of  awareness  and  confidence 
behind  the  wheel,  which  in  turn,  will 
make  driving  even  more  enjoyable. 
Likewise  for  the  Coupe. 
Basically  then,  the  only  things 
that  separate  the  new  BMW  318i 
Sedan  from  the  BMW  318is  Coupe 
are  two  doors  and  about  $1,100. 

What's  separating  you  from  one 
of  them  at  this  point,  however,  is  an 
entirely  different  question.  One 
which  can  hopefully  be  answered 
by  calling  1-800-334-4BMW. 


THE  ULTIMATE  DRIVING  MACHINE. 
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INTELLIGENT         WIRELESS  MESSAGING 


$49*  a  Month. 

Lease  an  Apple'  NewtorTcomplete  with  Motorola  pager  and  local  paging  coverage  all  for  one  low 
price.  Our  lease  package  includes  a  Newton  plus  the  pager  card  with  Apple  wireless  messaging 
delivered  by  MobileComm®  So,  your  Newton  will  be  able  to  do  even  more  than 
store  ideas,  create  memos,  send  faxes  and  arrange  your  schedule. 
With  the  pager  card,  messages  can  be  transmitted  directly  from  a 
PC  to  you,  so  you'll  always  be  in  the  know  wherever  you  go. 

Call  today. .this  is  one  deal  you  can't  afford  to  miss. 


Motorola's 
Messaging  Card 
is  a  pager  for  your  Newton, 


M)  MOTOROLA 


1-800-270-6374 


@  MobileComm 


A  BELLSOUTH  Company 


( ertain  conditions  apply  Price  based  on  two-  war  lease.  Satiimuide  coverage  starts  at $(>'l')Samonlb  Pinxixise option  available  «:>/Wv  MobileComm  and  .Apple  Computer,  Inc  Ml  rights  reserved. 
MobileComm  is  a  registered  trademark  of  Mobile  Communications  ( orporation  of  America  Apple  and  the  Apple  logo  are  registered  trademarks  of  .Apple  Computer.  Inc 
MessagePatl.  \eivlon  and  the  lighlhidb  logo  are  trademarks  of  Apple  ( omputer,  Inc    0  and  Motorola  are  registered  trademarks  of  Motorola.  Inc 
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)W,  FOR  MEXICO'S 

XT  MIRACLE:  DEMOCRACY 


)l  DORNBUSCH 


dco  has  licked 
iebt  problem, 
red  competition, 
rmed 

irnment,  and 
lernized.  The 
;  step — open 
iocracy — may  be 
)tic,  but  Salinas' 
rms  have  laid 
foundation 


ORNBUSCH  IS  PROFESSOR  OF 
5MICS  AT  MASSACHUSETTS 
ITE  OF  TECHNOLOGY 


As  the  ritual  of  Mexico's  presidential 
election  moves  closer,  the  tightly 
controlled  political  and  economic  pro- 
gram of  the  government  of  Carlos  Salinas  de 
Gortari  is  in  danger  of  unraveling.  Until  now, 
the  superstars  in  the  Cabinet  remained  on 
their  best  behavior  while  the  trophy  of  the 
presidency  awaited  bestowal. 

But  the  democratic  impulses  unleashed  by 
the  peasant  insurgency  in  Chiapas  have 
changed  all  that.  From  now  on,  with  democra- 
cy on  the  horizon,  there  are  easier  and  more 
tempting  roads  to  the  presidency.  Foreign 
Minister  and  peace  negotiator  Manuel  Cama- 
cho  exploited  the  unique  visibility  he  received 
while  negotiating  with  the  insurgents  to  depict 
himself  as  the  democratic  alternative.  Although 
he  has  decided  not  to  make  a  run  for  the 
presidency,  foreign  investors  are  asking  them- 
selves anxiously  how  much  of  the  Mexican 
miracle  is  irreversibly  in  place.  Fortunately, 
most  Mexicans  seem  to  feel  that  the  package 
of  reforms  are  good  and  are  there  to  last. 

The  Salinas  administration  has  performed 
impressively  in  four  areas: 

■  Budget  stabilization.  Debt,  whether  domes- 
tic or  external,  is  no  longer  an  issue.  A  strat- 
egy of  a  broadening  of  the  tax  base,  lower 
tax  rates,  and  better  compliance  did  the  trick. 
Privatization  has  helped  the  budget  with  rev- 
enues and  cuts  in  subsidies.  The  private  sector 
is  now  allowed  to  enter  areas  of  infrastructure 
projects  normally  reserved  for  government. 

■  Competition.  Deregulation  and  liberalization 
have  created  a  modern,  competitive  economy. 
As  the  North  American  Free  Trade  Agree- 
ment opens  the  door  to  more  trade,  Mexican 
business  efficiency  is  bound  to  rise  sharply.  Ac- 
cess to  foreign  capital  and  technology  rein- 
forces the  productivity  gains.  Most  important, 
the  opening  spreads  a  business  culture  that  re- 
jects government  interference— and  to  be  com- 
petitive internationally,  government  has  to  get 
off  business'  back.  The  internationalization  of 
the  Mexican  economy  has  set  loose  this  force 
irreversibly. 

■  Public  service.  The  creation  of  an  efficient 
and  accountable  public  sector  is  under  way— no 
mean  feat  in  a  country  where  graft  is  an  art 
form.  Customs  administration  is  a  case  in 
point.  Overnight,  the  Treasury  Ministry  fired 
the  entire  staff,  replacing  them  with  new, 
well-paid,  motivated  officials.  On  the  spending 
side,  government  has  also  been  retargeted 
from  big  public  spending  to  an  antipoverty 
strategy  with  demonstrable  social,  economic, 
and  political  results. 

■  Job  retraining.  Modernization  of  agriculture 
and  education  will  ultimately  turn  Mexico  into 


an  economy  capable  of  adapting  to  changing 
trends  in  world  markets.  But  no  quick  results 
should  be  expected,  because  the  country  starts 
far  behind.  The  shift  to  productive  commercial 
agriculture  will  displace  millions  of  farm  work- 
ers in  10  years  rather  than  50,  as  was  the 
case  in  advanced  economies.  The  challenge 
will  be  to  turn  these  people  into  productive  in- 
dustrial or  service  workers. 

Impressive  though  it  is,  the  Salinas  pro- 
gram has  two  flaws.  Demands  for  wide-open 
democracy  are  increasingly  heard  from  within 
as  well  as  from  without.  Supporters  of  reform 
and  technocracy  deplore  the  approaching  de- 
mise of  a  political  setting  that  made  breathtak- 
ing change  an  almost  daily  event.  Those  who 
insist  on  democracy  now  counter  that  there  is 
never  a  good  time  for  political  transition.  They 
argue  that  sweeping  political  freedom  must 
promptly  take  the  place  of  one-party  rule  and 
corporatism. 

Another  problem  is  that  the  overvalued 
peso  has  become  a  growth  inhibitor,  and  the 
current- account  deficit  is  uncomfortably  large. 
Election-year  spending  will  boost  growth  but 
worsen  the  trade  deficit.  Perhaps  foreign  cap- 
ital, encouraged  by  NAFTA,  will  finance  the 
gap.  But  what  happens  after  that?  The  peso 
overvaluation  isn't  going  to  go  away,  and 
growth  by  fiscal  stimulus  won't  last  forever. 
High  interest  rates  will  progressively  deteri- 
orate the  quality  of  bank  credit.  Here  is  a 
time  bomb  ticking. 

Mexican  officials  assure  their  citizens  and 
the  world  of  continuity  in  policies  and  per- 
sonnel. All  is  well,  until  further  notice!  But  it 
would  be  a  mistake  to  believe  that  the  success- 
es of  the  six-year  Salinas  term  coming  to  an 
end  can  simply  be  repeated.  There  is  no  one  in 
sight  with  the  leadership  potential  of  Salinas. 
Carrying  the  Institutional  Revolutionary  Par- 
ty stamp  of  approval  is  scarcely  a  substitute, 
nor  is  flamboyance  or  economic  populism.  Hav- 
ing taken  great  strides  over  the  past  six  years 
in  a  politically  easy  setting,  Mexico  will  now 
have  to  practice  good  economics  on  the  much 
rougher  terrain  of  open  politics. 

Of  course,  economic  reform  can  be  far  more 
successful  if  it  runs  somewhat  ahead  of  politi- 
cal reform.  Reform  goes  nowhere  in  young,  un- 
stable economies  in  which  no  one  can  afford  to 
take  the  long  view.  Russia  and  Brazil  have 
made  that  clear.  In  Mexico,  the  reforms  in 
place  surely  create  the  preconditions  for  a 
stable,  centrist  democracy.  Even  if  it  comes 
earlier  and  more  haphazardly  than  the  Estab- 
lishment had  planned,  Mexico  is  well-posi- 
tioned for  democracy.  In  any  event,  who  can 
stop  it? 
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THE  AGE  OF  PARADOX 

By  Charles  Handy 
Harvard  Business  School 


303pp  •  $22.50 


TIME  TO  STOP  TOEING 

THE  SAME  OLD  BOTTOM  LINE? 


■  f  you're  an  investor,  an  employee  of 
I  a  public  corporation,  or  a  top  execu- 
H  tive,  you've  heard  the  phrase  "share- 
holder wealth  creation"  countless  times. 
You  can  hardly  read  an  annual  report 
anymore  without  coming  across  it. 
Boards  of  directors,  newly  sensitive  to 
shareholders'  concerns,  have  helped 
make  it  the  mantra  of  modern  manage- 
ment. Companies  exist  to  produce  profits 
for  their  investors.  Period. 

Entrepreneurs  who  have  challenged 
this  notion— from  Ben  and  Jerry  to  the 
Body  Shop's  Anita  Roddick— are  often 
celebrated  by  the  media  and  public.  But 
many  in  the  business  Establishment  pri- 
vately consider  them  eccentrics. 

Those  same  people  may  well  view 
Charles  Handy,  author  of  The  Age  o) 
Paradox  and  something  of  a  New  Age 
business  philosopher,  as  a  flake,  too.  Cal- 


culator-carrying MBAs  and  hard-headed 
managers  are  likely  to  dismiss  his  new- 
est ruminations  on  capitalism  as  leftist 
fluff.  But  the  idealistic  message  that 
runs  through  his  hook  deserves  a  wide 
audience.  The  immediate  interests  of 
shareholders,  Handy  asserts,  have  as- 
sumed too  much  importance.  They  must 
lie  balanced  with  the  interests  of  other 
stakeholders:  employees,  customers,  sup- 
pliers, and  the  community  at  large. 

Handy's  insightful  comments  on  the 
future  of  the  corporation  and  the  people 
inside  it  helped  win  a  large  following 
for  his  previous  hook.  The  Age  of  Unrea- 
son. A  key  aim  of  the  earlier  work  was 
to  help  working  people  accept  and  cope 
with  a  new  reality:  that  jobs  are  he- 
coming  harder  to  get  and  keep,  and 
thus  conventional,  steadily  ascending 
career  paths  are  disappearing,  as  height- 


ened competition  causes  more  coma 
nies  to  turn  to  temporary  contract  e|- 
ployees,  offshore  manufacturing,  afl 
outsourcing. 

Handy,  a  visiting  professor  at  L<>- 
don  Business  School,  sounds  the  sara 
note  in  this  worthy  if  sometimes  d| 
jointed  sequel.  "Instead  of  being  a  cast:, 
a  home  for  life  for  its  defenders,  an  if. 
ganization  will  be  more  like  an  apak 
ment  block,  an  association  of  tempora) 
residents  gathered  together  for  mut 
convenience,"  he  writes. 

As  before,  Handy's  overarching  thei 
is  that  we  live  in  a  time  of  change  a 
confusion.  To  illustrate  this,  he  identi 
and  explores  what  he  calls  nine  "pa 
doxes  of  mature  economies."  The  Pa 
dox  of  Productivity,  for  example,  is  tl 
higher  productivity  doesn't  necessar 
lead  to  job  creation.  And  in  what  Han 
calls  the  Paradox  of  Aging,  he  no 
that  every  generation  perceives  its 
as  unique,  yet  plans  as  if  its  succes; 
generation  will  he  the  same. 

"Paradox  does  not  have  to  be  i| 
solved,"  writes  Handy,  "only  manage* 
So.  having  set  forth  his  paradoxes,  1 
tackles  them  with  a  blend  of  help! 
anecdotes,  pointers,  quotes  from  philJ 
ophers  and  statesmen,  and  framewor* 


Get  the  most  out  of  your  next  business  trip. 


Getting  the  mosl  mil  of  your  next  business  trip  means 
getting  more  from  your  business  hold.  That's  win  Radisson 
Business  Class  rewards  you  with  a  wealth  of  amenities: 

I  nil  Vmeriean  Breakfast 
USA  Ma) 
Free  In-Koom  Movie 
Complimentary  Coffee  In  \iiui  koom 
Dal.)  I'm  I  For  Compulei/Laplop  Hookup 

t  ree  Telephone/Computer  Line  lecess  For  Loral.  8(lll#  \nd  Credil  Card  Calls 
Immediate  Prioritj  Fax  Service 

So  il  you're  looking  lor  a  hold  company  lhal  welcomes  business  trawlers 
with  an  extra  measure  of  class,  'this  Musi  lie  The  Place'"  Jusl  call  your 
travel  professional  and  ask  for  Radisson  Business  Class 

Kmlissm  Business  Class  is  available  .1/  participating 
Radisson  hotels  worldwide. 


The  international  bestseller  by  Don  Tapscott  and  Art  Caston  has  become  the 
handbook  for  corporate  reinvention  in  the  United  States  and  around  the  world. 


w  mmm 

his  is  an  important  book.  Executives 
10  ignore  it  do  so  at  their  own  peril, 
e  authors  argue  persuasively  that  the 
brmation  age  is  entering  a  second 
i-  one  marked  by  decentralization, 
ipowerment  and  affordability.  The 
tisequences  are  both  hopeful  and  far 
iching."  -  Paul  Allaire.  Chairman  and 
O,  Xerox  Corp. 

provides  a  very  comprehensive 
sessment  of  the  profound  shifts 
curring  in  our  society  and  outlines 
:ar  transitional  directions  for 
:cessful  companies  in  the  next 
tltury."  -  A.L.  Flood,  Chairman  and  CEO, 
ladian  Imperial  Bank  of  Commerce 

l  most  informative  and  enlightening 
ok.  It  touched  many  nerves..." 

Jlax  D.  Hopper.  Senior  Vice  President, 
o  Systems,  American  Airlines 

'aradigm  Shift  is  the  most  practical 
ide  I've  seen  for  managers  who  are 
appling  with  how  to  employ 
mputer  technology  to  reshape  their 
siness  practices."  -  Lewis  S.  Piatt, 
:sident  and  CEO,  Hewlett  Packard 


This  five-part,  self-administered  work- 
shop program  can  help  you  re-engineer 
your  own  company  to  achieve  higher 
performance  and  the  increased  com- 
petitive advantages  enabled  by  the 
Second  Era  of  information  technology. 

The  Paradigm  Shift  Program  can  be 
used  by  any  business  team  from  Senior 
Management  to  Administrative  Support. 
Each  package  contains  all  the  necessary 
materials  to  enable  your  staff  to  conduct 
the  workshops  throughout  your  organi- 
zation, including: 

■  80-page  Facilitator's  Guide 

■  3  twenty-minute  videos 

■  all  workshop  presentation  materials 
in  reproducible  form. 


$950  US,  plus  shipping  and  handling. 
To  order,  or  for  more  information  about  this 
exciting  Video  Workshop,  please 
call  1-800-461-8081 


SOURCE  GUIDE 

THE  BOOK: 

Paradigm  Shift,  McGraw  Hill,  1993, 
available  at  Waldenbooks  and 
other  fine  bookstores. 

THE  VIDEO  WORKSHOP: 

To  order,  or  for  more  information, 
call  L-800-461-8081. 

THE  SPEAKER  SERIES: 

Phone  the  Leigh  Bureau 
1-908-253-8600. 


TiPSiTT  LIVE! 

"At  Business  Week's  1993  Conference 
on  Rethinking  the  Computer,  every 
single  person  returning  an  evaluation 
gave  Don  Tapscott 's  presentation  the 
highest  possible  rating.  And  these  were 
all  senior  systems  executives.  They've 

heard  it  all!"  -  Scott  Shuster,  Editorial 
Director,  Executive  Programs,  Business  Week 

"Tapscott  delivers.  With  a  style  that 
blends  informed  content  with  the 
evangelism  of  one  who  has  seen  the 
future,  Tapscott  walks  his  audience 
through  some  of  the  most  important 
and  disorienting  trends  in  technology 
management."  -  Jerry  Colonna.  Editor. 
Information  Week 

"Don  is  one  of  the  finest  speakers  I've 
heard.  Moreover,  he  has  an  original 
message  on  business  strategy  and  the 
new  information  technology  that  every 
audience  needs  to  hear."  -  Danny  Stem. 

President.  Leigh  Bureau 

"You  can  find  Don  Tapscott  at  the 
intersection  of  Peter  Drucker,  Alvin 
Toffler  and  Will  Rogers.  There,  with  a 
nose  for  organization,  eyes  on  the 
future  and  a  touch  of  humor,  Tapscott 
offers  sound  advice  for  organizations 
preparing  to  enter  the  next  century." 
-  George  Shaffher,  COO,  X/Open 

For  more  information,  please  contact  the 
Leigh  Bureau  1-908-253-8600. 
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■Muns,  Kienn™dir«t  from  Lotus  Offer  eood  while  suoplies  las  "In  Canada  call  I -MO-CO-LOTUS.  J  1994  Lotus  Development  Corporation  55  Cambndge  I'arkway  Cambridge .MA  02142  All  rights  reserved  Lotus  l-2-i  SmartSuit 
xri  ProAppToi  h  Freelance  Craphks  and  Working  Together  are  registered  trademarks  and  Version  Manager  and  Organizer  are  trademarks  .J  Lotus  Development  Cor,x,rat,on  Windows  ,s  a  trademark  of  Microsoft  Corporation 


LOTUS"    1-2-3"    HAS  A 
FEATURE   CALLED  VERSION 
MANAGER™  THAT  LETS 
YOU    WORK    WITH  OTHER 
PEOPLE    ON    THE  SAME 
SPREADSHEET    BY  KEEP- 
ING   TRACK    OF  WHEN 
CHANGES   ARE   MADE ,  WHO 
MAKES   THEM  AND  WHY. 

And  1-2-3  is  part 
of  lotus  SmartSuite; 
five  windows™  appli- 
cations -  including 


Lotus. 


Working  Together" 

ami  Pro-  word 
processor,  approach- 
database,  freelance 
graphics''  and 
organizer™-  that 
work  together  and 
share  information  in 
remarkable  ways.  look 
into  it.  A  SmartSuite 
upgrade  costs  $299*. 
Or  get  the  Trial  Kit 
for  $14.95.  Call 

l-800-TRADE-UP, 
EXT.  9563" 


The  Ultimate  "Thank  You"  Card 


Now  you  can  put  your  key  customers  ON  TOUR 
for  less  than  the  price  of  a  business  lunch! 


Build  customer  loyalty  with  gift 
memberships  in  PGA  TOUR  Partners.  For 
each  membership  you  purchase,  your 
customer  will  receive  a  welcome  card  from 
you,  followed  by  the  membership  kit 
containing  all  the  great  Partners'  benefits. 

And  they'll  remember  you  throughout 
the  year  as  they  receive  each  new  issue 
of  the  exclusive  ON  TOUR  Magazine. 
They'll  participate  in  our  fantasy  £ 
golf  game*,  matching  their  favorite 
TOUR  players  against  other  Partners' 
teams  for  the  chance  to  win  big! 
Personalized  scorecards  update 
the  progress  of  each  Partner's  team 
every  month.  You'll  even  send 


your  customers  to  a  PGA  TOUR  tourna- 
ment with  the  complimentary  one-day 
pass  to  a  PGA  TOUR  event. 

There's  more.  Your  customers  will 
receive  the  1994  Official  PGA  TOUR 
Media  Guide,  PGA  TOUR  Partners'  bag 
tags  and  membership  cards,  and  even 
the  opportunity  to  play  in  PGA  TOUR- 
run  tournaments  with  other  Partners  on 
legendary  TOUR  courses. 

Call  today  for  special  rates  on 
corporate  gift  memberships! 

1  -800-545-9920 

Extensa))!  552 


'No  membership  required  For  complete  rules  call  1-800-545-9920  or  send 
a  self-addressed  stamped  envelope  to  1994  PGA  TOUR  Partners  Team 
Competition  Ballot,  Box  1548,  Fairpon,  NY  14450  by  3/31/94  Entries  must 
be  received  by  5/15/94  Void  where  prohibited 
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dewing  the  future. 
>st  resonant  is 
[y's  discussion  of  the 
dox  of  Intelligence, 
emporary  managers, 
•bserves,  generally 
)eople  make  the  dif- 
ice— that  intelligence 
kind  of  asset,  more 
ible  than  such  tradi- 
,1  sources  of  wealth 
iw  resources,  land, 
iy,    or  technology. 

then,  can  public  cor- 
dons, especially  those 

are  profitable  and 
hy,  lay  off  thousands 
mployees,  even  as 

CEOs  routinely  de- 

that  employees  are 

most  important  assets? 
indy  urges  business  to  go  beyond 
iuring  success  and  failure  in  terms 
ilance  sheets.  Executives,  he  says, 
Id  track  the  "intellectual  assets"  of 

companies,  the  value  of  satisfying 
>mers,  employee  training  and  mo- 

and  the  company's  investments  in 
environment  and  the  community, 
i,  they  should  compare  their  eom- 
3s'  performance  on  these  measures 


business 


philosopher  argues 
that  companies  should 
have  broader  goals 
than  making  money 


!  Ml  1 


1 1 1 1 1 


with  that  of  other  companies.  "Count- 
ing it  makes  it  visible,"  he  writes,  "and 
counting  it  makes  it  count." 

The  Age  of  Paradox  is  a  joy  to  read, 
mainly  because  of  Handy's  spare,  ele- 
gant prose.  But  some  of  his  arguments 
go  over  the  edge.  One  example:  He  sug- 
gests that  public  companies  should  be 
run  as  "self-governing  communities." 
Their  shareholders  should  treat  their  in- 
vestments as  if  they  were  loans  similar 


to  mortgages,  intervening 
managerially  only  if  the 
business  reneges  on  its 
payments— a  share  of  the 
company's  income  stream. 
This  proposal  calls  to 
mind  cooperatives  and 
employee-owned  business- 
es, neither  of  which  can 
claim  much  of  a  track 
record  for  success. 

Still,  much  of  what 
Handy  says  will  ring  true 
to  those  who  regret  that 
profit  and  efficiency  have 
won  the  day  over  commit- 
ment and  compassion.  As 
he  puts  it:  "We  were  not 
destined  to  be  empty  rain- 
coats, nameless  numbers 

on  a  payroll  If  that  is  to  be  its  price, 

economic  progress  is  an  empty  promise." 

As  a  CEO  in  the  rough-and-tumble 
world  of  1990s  capitalism,  Charles  Handy 
would  fail  miserably.  A  Jack  Welch  wan- 
nabe, he  isn't.  But  as  a  business  philoso- 
pher, he  excels  at  analyzing  and  chal- 
lenging conventional  wisdom. 

BY  JOHN  A.  BYRNE 
Senior  Writer  Byrne  specializes  in 
management  issues. 
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Best  Place  To  Buy  Hats. 
New  York,  NY. 


Best  Night's  Sleep. 
3,400  Locations.  Worldwide. 


he  Customerize  philosophy. 


It's  how  Unisys  helped 
Carnival  Cruise  Lines  build  the  most 
popular  fleet  in  the  world. 


rhis  year,  Carnival  Cruise  Lines 
attract  an  industry-leading  one 
on  passengers  to  a  fleet  that's 
ig  shipbuilding  records  in  order  to 
mmodate  chem.  A  customerized 
mation  strategy  has  everything  to 
ith  it. 

It's  a  strategy  developed  in  partner- 
with  Unisys.  It's  based  on  our 
eering  customerize  philosophy  of 
ng  information  to  customer  service 
!— a  perfect  fit  for  Carnival's  atten- 
;o  its  front-line  customers,  the  travel 
ts  who  convert  clients  into  passen- 
.  "If  you  think  anything  is  more 
)rtant  than  the  customer,  think 
n,"  reads  the  sign  in  Carnival 
ident  Bob  Dickinson's  office. 
Over  12  years,  Unisys  has  helped 


Carnival  increase  its  annual  number  of 
passengers  tenfold  by  marrying  person- 
alized customer  service  and  point-of- 
customer-contact  technology.  "Unisys 
helps  Carnival  compete  because  they 
understand  not  only  Carnival,  but 
Carnival's  customers  as  well,"  says  Jim 
Bussey,  Carnival  Vice  President  for 
Information  Systems  and  Administrative 
Services. 

Carnival's  customer  service  commit- 
ment is  reflected  in  a  reservation  system 
that  travel  agents  call  the  best  in  the 
business.  A  powerful  Unisys  net- 
work helps  Carnival  manage  25,000 

UNiSYS 

We  make  it  happen. 


bookings  on  a  busy  day.  It  even  evaluates 
sales  techniques  and  identifies  potential 
growth  areas  in  the  market.  "The  solu- 
tions developed  through  our  relationship 
with  Unisys  are  simply  indispensable," 
Mr.  Bussey  reports. 


CUS-tOtn-er-ize  \  kus'-ta-ma-rize'  \  VI 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2  :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  20.  Ask 
for  your  complimentary  customerize 
Information  Kit  and  discover  how  we  can 
help  your  business  go  places  by  anchoring 
it  to  advanced  customer  service. 


Jnisys  Corporator 
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BY  MIKE  McNAMEE 


HOW  BIG  A  BITE  WILL 
HEALTH  REFORM  TAKE 
OUT  Of  THE  PAYCHECK? 

■  ii  health-care  reform,  the  political  left 
I  has  struck  first  on  Capitol  Hill.  The 
Clinton  Administration's  plan  relies  heav- 
ily on  loose  price  controls,  government 
regulation,  and  employer  mandates.  The 
House  Ways  &  Means  health  subcom- 
mittee is  crafting  a  hill  that  would  make 
Medicare— the  U.  S.  version  of  Canada's 
single-payer  health  plan— the  fallback  in- 
surer for  much  of  the  nation.  But  the  fi- 
nal reform  will  be  closer  to  the  center, 
and  conservative  groups  are  staking  out 
positions  to  pull  the  debate  their  way. 

The  financial  centerpiece  of  President 
Clinton's  reform  is  the  requirement  that 
employers  pay  the  bulk  of  health-insur- 


THE  OUT-OF-POCKET 
COSTS  OF  HEALTH  CARE 


PERCENT  OF  BILL  FOR  HEALTH  SERVICES 
THAT'S  PAID  DIRECTLY  BY  PATIENTS 


HOSPITALS 

4.5% 

HOME  HEALTH  CARE 

1  1.4 

PHYSICIANS 

16.5 

OTHER  PROFESSIONALS 

24.7 

NURSING  HOMES 

42.7 

DENTISTS 

47.0 

VISION  PRODUCTS 

63.0 

DRUGS 

68.3 

ALL  HEALTH  SERVICES 

21.0% 

DATA:  NATIONAL  CENTER  FOR  POLICY  ANALYSIS 


a  nee  premiums  for  their  workers.  The 
employer  mandate  may  play  well  with 
voters,  but  economists  find  that  most 
benefit  costs  are  borne  by  labor  through 
lower  wages.  The  Heritage  Foundation, 
for  example,  hired  Lewin-vm  Inc.,  the 
Fairfax  (Va.)  consultants  who  did  the 
first  independent  cost  estimates  on  Clin- 
ton's bill,  to  calculate  the  plan's  effect  on 
wages.  Result:  The  plan  would  cut 
household  health  spending  by  $26.5  bil- 
lion in  1998,  but  the  savings  would  in 
good  part  be  offset  by  an  $18.8  billion 
drop  in  wages. 

Estimating  that  employers  would  pass 
on  to  labor  88%  of  the  mandate's  cost, 
the  Lewin-VHI  researchers  figured  that 
workers  who  already  have  insurance 
coverage  would  lose  little— their  annual 
wages  would  fall  by  only  $107  per  fami- 
ly. But  workers  who  currently  aren't  in- 
sured would  pay  heavily  for  health  re- 


form: Their  wages  would  fall  $1,461. 

The  National  Center  for  Policy  Anal- 
ysis, a  Dallas-based  libertarian  think 
tank,  is  attacking  the  whole  idea  of 
third-party  payments  for  health  expens- 
es, ncpa  President  John  C.  Goodman  • 
argues  that  insurance  has  distorted  the 
medical  market.  First,  insurance  en- 
courages overtreatment,  because  pa- 
tients pay  directly  on  average  only  21<P 
for  every  dollar  of  medical  care  they 
receive.  And  insurance  payments  dis- 
tort doctors'  and  patients'  choice  of 
treatments,  biasing  them  toward  ser- 
vices where  insurance  picks  up  most  of 
the  tab.  Patients  pay  little  for  hospital 
stays  but  bear  most  of  the  cost  for  pre- 
scriptions and  other  treatments  (table). 

If  insurers  paid  a  uniform  share  of 
all  medical  bills,  hospital  use  would  fall 
by  almost  half,  while  pharmaceutical 
sales  would  rise  by  a  third,  Goodman 
calculates.  More  important,  his  model 
predicts  that  removing  these  price  dis- 
tortions could  cut  total  health  spending 
by  8.5%-almost  $85  billion-with  no  ef- 
fect on  the  quality  of  care. 

Both  Heritage  and  the  NCPA  are 
stumping  for  "medical  IRAs,"  tax-favored 
accounts  that  let  consumers  direct  their 
own  health  spending  and  benefit  direct- 
ly from  any  savings.  They're  not  likely 
to  prevail.  But  by  focusing  on  who  ulti- 
mately pays  for  health  care,  the  conser- 
vatives hope  to  win  a  larger  place  for 
market  forces  in  the  reform  plan. 


CORPORATE  AMERICA'S 
LARGESSE  IS  ALIVE 
AND  WELL— OVERSEAS 

Add  charitable  contributions  to  the 
list  of  casualties  from  corporate 
downsizings  in  the  1990s.  According  to 
the  Conference  Board's  annual  survey 
of  contributions,  U.S.  companies  proba- 
bly increased  their  charitable  gifts  by 
less  than  1%  in  199.'}  and  will  show  no  in- 
crease in  1994.  That's  down  sharply  from 
the  pattern  of  8%  jumps  in  gift-giving  in 
the  mid-1980s. 

Analyst  Maria  Buenaventura  blames 
restructurings,  layoffs,  and  economic  un- 
certainty for  the  miserly  growth  in  gift- 
giving.  But,  she  adds,  American  corpo- 
rations are  less  likely  to  play  Scrooge 
overseas.  The  board's  survey  found  that 
U.  S.  companies  making  gifts  to  foreign 
charities  increased  their  median  giving 
by  a  steep  36%  in  1992,  the  latest  year 
of  data.  The  growing  importance  of  over- 
seas revenues  and  profits  "is  encourag- 
ing involvement  in  these  countries  and 
communities,"  says  Buenaventura. 

By  Kathleen  Madigan  in  New  York 


EMERGING  NATIONS 
CAN'T  GET 

ENOUGH  GREENBACKS 


BABY  BOOMERS 
ARE  SOCKING  IT  AWAY 
FOR  RETIREMENT 

Are  consumers  out  on  a  limb?  Fed- 
eral Reserve  Governor  Lawrer© 
B.  Lindsey  recently  warned  that  wil 
spending  growing  faster  than  incomu, 
the  household  savings  rate  is  at  a  reccl 
low.  And  what  savings  families  do  ac<| 
mulate  are  going  into  such  illiquid  assdB 
as  pensions  and  life  insurance,  increasijr 
households'  vulnerability  to  swings  | 
income,  Lindsey  fretted. 

Two  analyses  have  taken  Lindsey  > 
task  for  his  remarks.  WEFA  Group,  I 
economic  consulting  firm  in  Bala  Cjl 
wyd,  Pa.,  points  out  that  while  hou;F 
hold  savings  are  low,  so  are  debt  level 
Consumers  spent  the  recession  payi  t 
off  their  loans,  and  debt  as  a  share  | 
income  grew  by  only  5%  during  199£f 
And,  anyway,  what's  wrong  wil 
owning  less-liquid  assets,  such  as  pel 
sions,  asks  Sally  Kleinman,  |i 
economist  at  Chemical  Bank.  With  ba 
boomers  moving  through  their  4(1 
"they  had  better  start  planning  for  i| 
tirement,"  she  says.  Faster  growth  | 
pensions,  trusts,  and  life  insurance  i 
serves  is  "a  healthy  result"  of  growi 
financial  wealth. 


Economists  who  keep  looking  jc 
Japan  to  explain  capital  flows  iijg 
and  out  of  the  U.  S.  financial  markB 
are  missing  the  real  story,  accordjg 
to  economist  Michael  Howell  of  Bar» 
Securities  Ltd.  Non-oil-exporting  de\l- 
oping  countries,  such  as  South  Korl 
Taiwan,  and  much  of  Latin  AmeriS 
are  running  a  hefty  trade  surplus  wft 
the  U.  S.  and  reinvesting  their  proceafi 
in  America. 

These  countries— many  of  which  hae 
"dollar-based  or  quasi-dollar  economici" 
Howell  argues— acquired  $32  billion* 
U.  S.  dollar  reserves  in  1993,  as  wells 
$45  billion  in  long-term  securities  aid 
"an  unknown  but  sizable  amount  of  tie 
$165  billion  in  short-term  securities  sld 
overseas."  But,  says  Howell,  Japance 
capital  flow  into  the  U.  S.  couldn't  hae 
topped  $80  billion.  "The  dollar  is  tfe 
emerging-market  currency  standard,"  ie 
says.  As  a  result,  the  U.  S.  can  rurB 
current  account  deficit  because  tps 
emerging  world  is  short  of  dollars. 
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A)OR  LIFE  CHANGES  CREATE  QUESTIONS.  FORTUNATELY.  WE'VE  BEEN  WORKING 
ON  FINDING  SOME  OF  THE  ANSWERS.  SUCH  AS  OFFERING  WHOLE,  TERM.  AND 
GROUP  LIFE  INSURANCE  POLICIES.  WE  WERE  THE  FIRST  COMPANY  TO 
CREATE  AN  ANNUITY  THAT  ALLOWS  YOU  GREATER  ACCESS  TO  YOUR 
FUNDS  SHOULD  YOU  BECOME  UNEMPLOYED.'  WE  OFFER  HIGHLY  COMPREHENSIVE 
GROUP  BENEFIT  PLANS.  WE  ALSO  HELPED  Jr  ESTABLISH  A  NUMBER  OF  HIGHLY 
REGARDED  MUTUAL  FUNDS  OFFERED  BY  NYLIFE  SECURITIES  INC.1  CALL  US 

AT  1-800-695-4331.  AND  WE'LL  MAKE  THE   wiflHl  BEST  OF  YOUR  LIFE  BECAUSE 

THAT'S  NEW  YORK  LIFE. 


 Life   In  s  u  r  an  c  e  -Annuities  ~  G  r  o  u  p  B  e  n  efi  t  s  ~  Pensions   

□liable  in  pll  slates.  Withdrawals  may  be  subject  to  IRS  tax  'Member  NASD.  Call  1-800-522-4202  for  o  fiee  prospectus  which  coataias  moie  complete  information,  including  charges  and  expenses  Read  it  carefully  beloie  you  invest  or  send  money. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


MERKA'S  IMPORT  APPETITE 

ILL  WEIGH  DOWN  THIS  YEAR'S  GROWTH 


CLEARER  VIEW 
OF  U.S.  TRADE 


|  he  U.  S.  has  the  fastest-growing  economy  in  the  in- 
dustrialized world.  Now  for  the  bad  news.  America's 
voracious  appetite  for  imports,  combined  with  weak 

ind  overseas,  means  that  foreign  trade  will  be  a  big 
on  U.  S.  growth  in  1994.  Last  year's  wider  trade 

it  robbed  nearly  a  percentage  point  from  the  econo- 
3.2%  growth  rate,  and  the  damage  this  year  is  shap- 

lp  to  be  just  as  bad. 

trther  erosion  in  the  U.  S.  trade  position  this  year  is 
to  heighten  trade  tensions,  especially  between  Wash- 
>n  and  Tokyo.  In  the  '90s,  access  or  denial  to  markets 
coming  crucial  as  economic  power  supplants  military 
?r  as  the  driving  force  in  the  new  world  order. 

The  trade  gap  got  off  to  a  bad 
start  in  1994.  Using  the  Com- 
merce Dept.'s  new  monthly  data, 
which  now  include  services  in- 
stead of  goods  only,  exports  fell 
short  of  imports  by  $6.3  billion, 
up  from  $4.1  billion  in  Decem- 
ber. All  of  the  January  deterio- 
ration occurred  in  the  trade 
deficit  for  goods,  which  widened 
by  $2.3  billion,  to  $11  billion 
(chart).  The  trade  balance  for 
ices,  which  is  in  surplus,  was  little  changed  from  De- 
)er  at  $4.7  billion  (table). 

le  U.  S.  trade  deficit  with  Japan  shrank  in  January, 
it  still  accounts  for  about  half  of  the  overall  gap. 
her  slow  progress  may  be  on  the  way,  though,  helped 
he  sharp  rise  in  the  yen  since  February.  The  latest 
nese  data  suggest  another  small  drop  in  February, 
le  overall  U.  S.  deficit  in  January,  adjusted  for  prices, 
:ars  to  be  greater  than  the  fourth-quarter  average, 
means  trade  is  shaping  up  as  a  drag  on  first-quarter 
rth  in  real  gross  domestic  product. 

IE  FED  The  bond  market  took  heart  from  that 
GHTENS  when  the  data  were  released  on  Mar.  22, 
MJCY  because  it  saw  the  wider  trade  gap  as  a 
IAIN  gjgn  tnat  the  economy  was  in  less  danger 

enerating  inflationary  pressures.  But  bond  players 
;  even  more  encouraged  later  in  the  day,  when  the 
;ral  Reserve  announced  during  its  regular  policy  meet- 
,hat  it  was  going  to  hike  interest  rates  again, 
le  Fed  lifted  the  federal  funds  rate  on  overnight  loans 
nother  quarter-point  on  Mar.  23,  to  3.5%,  after  a  sim- 
move  on  Feb.  4.  The  hike  was  widely  expected.  After 
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the  White  House  summoned  Fed  Chairman  Alan  Greenspan 
to  an  unscheduled  meeting  of  economic  policymakers  on 
Mar.  18,  the  markets  concluded  that  the  Fed  would  have  to 
tighten  soon  in  order  to  avoid  the  impression  that  the 
Administration  was  influencing  monetary  policy. 

That  perception  would  have  rattled  the  bond  market 
even  more.  Instead,  the  yield  on  30-year  Treasury  bonds 
dropped  to  6.85%  on  Mar.  22  from  6.96%  the  day  before. 

Following  the  Fed's  move  large  money-center  banks 
lifted  their  prime  lending  rates  on  Mar.  23  by  a  quarter 
point  to  6.25%.  Also,  the  dollar  generally  strengthened, 
and  stock  and  bond  markets  outside  the  U.  S.  rallied,  es- 
pecially in  Latin  America  and  Asia,  where  markets  had 
been  hit  hard  by  the  uncertainty  following  the  Fed's  ear- 
lier rate  hike. 


MORE 

IMPORTS  OF 

CAPITAL 

GOODS 


TRADE  IN  SERVICES: 
ADVANTAGE,  U.S. 


The  weaker  January  trade  data  reflected 
a  steep  drop  in  exports  of  goods,  while 
service  exports  were  unchanged.  Foreign 
shipments  of  goods  fell  a  record  $2.7  bil- 
lion, to  $38.7  billion.  A  large  shipment  of  aircraft  in  De- 
cember had  swelled  that  month's  exports,  sharply  shrink- 
ing the  goods  deficit  and  contributing  to  the  big  revision 
in  fourth-quarter  real  GDP.  January  exports  settled  back 
down  to  a  more  sustainable  level. 

Imports  edged  lower  in  Jan- 
uary, but  looking  ahead,  the 
main  trouble  with  trade  in 
1994  is  the  steady  wash  of 
foreign  goods  hitting  U.  S. 
shores.  Excluding  petroleum, 
the  rising  share  of  domestic 
demand  taken  by  imported 
goods,  at  24.5%  last  quarter, 
shows  no  sign  of  waning. 

Europe's  struggling  econ- 
omies are  increasingly  direct- 
ing their  exports  to  U.  S.  mar- 
kets, but  the  fastest  growing 
source  of  U.  S.  imports  is  the 
developing  nations,  especially  China,  the  Pacific  Rim,  and 
Latin  America.  Foreign  goods  from  these  countries  are 
growing  three  times  faster  than  imports  from  the  major 
industrialized  nations. 

The  capital-goods  sector  shows  how  domestic  demand 
works  like  a  vacuum  to  draw  in  imports,  even  as  the 
ongoing  U.  S.  capital-spending  boom  is  powering  output  of 
durable  goods  at  home.  New  orders  for  such  goods  fell 
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2.5%  in  February,  following  six  gains  in  a  row  (chart). 

The  February  weakness  in  orders  was  not  broad.  A 
drop  in  aircraft  bookings  accounted  for  all  of  the  decline. 
Excluding  planes,  orders  and  shipments  both  rose.  Also, 
bookings  so  far  this  quarter  are  running  5.2%  ahead  of  the 
fourth-quarter  level,  suggesting  plenty  of  momentum  in 
the  manufacturing  sector. 

Orders  for  capital  goods,  ex- 
cluding aircraft  and  defense,  rose 
a  strong  5.3%  in  February,  and 
they  are  up  20.2%  from  a  year 
ago.  In  response  to  this  capital 
investment  boom,  U.  S.  makers 
of  computers,  heavy  machinery, 
and  parts  have  been  pumping  up 
output. 

Foreign  manufacturers,  how- 
ever, are  also  grabbing  a  big 
slice  of  the  pie.  Imports  of  capital 
goods,  outside  of  autos,  have  soared  by  22%  from  last 
year,  while  exports  are  up  a  solid,  but  smaller,  12%. 

That  disparity  in  growth  between  capital-goods  imports 
and  exports  illustrates  a  crucial  reason  for  the  worsening 
U.  S.  trade  deficit.  Indeed,  lost  amid  the  saber  rattling  of 
the  protectionist  Super  301  guidelines  and  most-favored-na- 
tion status  is  the  simple  fact  that  the  U.  S.  trade  position 
has  deteriorated  because  our  economy  has  been  expanding 
while  many  other  industrialized  nations  are  still  in  slumps. 

GROWTH  What  has  saved  U.  S.  exports,  which  are 
OVERSEAS  up  by  5.4%  in  the  year  ended  in  January, 
REMAINS  is  the  demand  from  countries  outside  of 
SLUGGISH  Europe,  Canada,  and  Japan.  During  the 
past  three  years,  exports  to  the  other  countries  that 
make  up  the  Group  of  Seven— Japan,  Germany,  Canada, 
Britain,  France,  and  Italy— have  grown  at  an  annual  rate 
of  only  0.6%.  Shipments  to  the  rest  of  the  world  have 
risen  at  a  7.6%  pace  (chart). 


Not  surprisingly,  the  G-7  countries  have  all  goi 
through  recent  recessions  that  cut  their  demand  for  all  ii 
ports,  not  just  U.  S.  goods.  For  this  year,  the  G-7's  ec 
nomic  fortunes  are  decidedly  mixed,  and  that  will  slo 
U.  S.  export  growth. 

Canada  and  Britain  are  well  on  the  road  to  expansio 
but  Japan  and  Germany  face  particularly  tough  time 
Japan's  real  gross  domestic  product  fell  at  a  2.2%  annu 
rate  in  the  fourth  quarter  and  was  flat  for  all  of  1993.  Ge 
many  saw  an  uptick  in  growth  in  the  middle  of  1993  b 
probably  slipped  back  into  recession  at  yearend. 

Japan's  best  hope  for  growth  this  year  lies  in  its  fisc< 
stimulus  programs,  including  a  one-year  tax  cut  and  mo 
government  spending  on  housing  and  infrastructure.  Ge 
many  will  have  to  wait  for  the  Bundesbank  to  cut  intere 
rates  further.  The  Buba  did  trim  a  key  rate  slightly  ( 
Mar.  23,  but  more  substantive  cuts  in  the  important  di 
count  rate  are  likely  before  midyear 

Even  so,  both  Germany  and 
Japan  are  unlikely  to  start  grow- 
ing until  the  second  half  of  1994 
(page  48).  More  important,  both 
nations  must  face  the  social  and 
political  problems  of  streamlin- 
ing their  workforces,  which  could 
hamper  consumer  spending  even 
into  1995. 

That's  why  U.  S.  exporters 
will  find  greater  demand  in  the 
dynamic  economies  of  Southeast 
Asia  and  Latin  America.  The  Organization  of  Economic  C 
operation  &  Development  forecasts  that  the  newly  ii 
dustrialized  Asian  nations  will  grow  by  more  than  6% 
1994,  and  the  Latin  American  economy  will  rise  by  3.5° 

Increased  demand  from  these  countries  will  certainly  li 
industrial  output  in  the  U.  S.  The  faster  uptrend  in  in 
ports,  though,  means  that  the  foreign-trade  sector  will  r< 
main  a  significant  drag  on  economic  growth  this  year 
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THE  WEEK  AHEAD 


CONSUMER  CONFIDENCE 

have  continued  to  be  a  factor  in  keeping 
potential  buyers  at  home. 

FACTORY  INVENTORIES 

EMPLOYMENT 

Tuesday,  Mar.  29,  10  cum. 
The  Conference  Board's  index  of  con- 
sumer confidence  probably  edged  up 
slightly,  to  81  in  March  from  80.8  in 
February.  That's  the  median  forecast  of 
economists  surveyed  by  mms  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
The  rise  in  confidence  may  be  bigger  if 
employment  was  stronger  in  March  than 
is  generally  expected. 

W  SINGLE-FAMILY  HOME  SALES 

Friday,  Apr.  1,  8:30  cum. 
The  mms  economists  forecast  nonfan 
payrolls  to  post  a  225,000  increase  i 
March,  following  a  217,000  gain  in  Febn 
ary.  The  most  optimistic  forecast  cal 
for  300,000  new  jobs.  The  March  unen 
ployment  rate  likely  held  steady  i 
February's  6.5%,  which  was  down  froi 
January's  6.7%  reading. 

CONSTRUCTIOH  SPENDING 

Wednesday,  Mar.  30,  10  cum. 
Manufacturing  inventories  likely  rose  a 
small  0.2%  in  February  on  top  of  a  0.3% 
buildup  in  January. 

PERSONAL  INCOME 

Friday,  Apr.  1,  8:30  cum. 
Personal  income  likely  rebounded  a 
strong  0.7%  in  February,  after  the  earth- 
quake and  winter  storms  cut  into  rental 
income  and  caused  a  0.3%  drop  in  total 
earnings.  Consumer  spending  probably 
rose  0.8%  in  February,  after  a  strong 
0.5%  increase  in  January. 

Friday,  Apr.  1,  10  cum. 
Construction  spending  probably  was  ui 
changed  in  February,  after  falling  1.2' 
in  icy  January.  Homebuilding  was  pai 
ticularly  sluggish  in  February. 

sday,  Mar.  29,  10  cum. 
New  homes  probably  sold  at  an  annual 
rate  of  715,000  in  February,  up  from  a 
695,000  pace  in  January.  Weather  may 
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The  Toshiba  T4700C  Series 

A  notebook  so  powerful,  it 


The  Toshiba  T4700C  Series  can  run  your  most  intense  applications  or  even  help  you  run  a  presentation.  With 
its  SL  Enhanced  i486'T3X2  50MHz  processor,  it  easily  handles  graphics-nch  programs.  The  built-in  multimedia  capabilities 

let  you  create  and  give  breakthrough  presentations  anywhere.  And  Toshiba's  advanced  color  gives  you  a  choice  of 
either  stunning  TFT  or  eye-popping  Dynamic-STN  dual-scan  displays.  With  so  much  going  for  it,  buying  a  T4700C  Series 
notebook  is  a  very  sound  decision.  For  a  Toshiba  dealer  near  you,  call  1-800-457-7777. 


redible  Sound: 

integrated  sound 
tern  and  built-in  t  >i 
akerletyou  '\\\ 
oy  fantastic  sound 
eneveryou  want. 


Tlte  only  contjmter  you'll  ever 
need:  The  optional  Desk  Station  IV 
lets  you  instantly  connect  to  your 
network,  printer,  VGA  monitor, 
mouse,  and  full-size 
keyboard.  ^Gi* 


Two  separate 
PCMCIA  slots: 

A  1 6mm  and  a 
$mm  slot  are  your 
keys  to  expansion, 
—for  modems, 
storage  and  more. 


A  multimedia 
roadshow:  1 1  cat 

or  external  speake 
and  microphone  jac 
make  the  T4700C 
Series  perfect  for 
presentations. 
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4700CT 

9.5"  dia.  color  TFT-LCD  active  matrix  display 
256  simultaneous  SVGA  colors  at 
640x480  resolution 
4700CS 

9.5"  dia.  color  Dynamic-STN  dual-scan 
display 

25o  simultaneous  SVGA  colors  at 
640x480  resolution 


BOTH  MODELS 

•50MHzSL  Enhanced  i486'  DX2 

•  8MB  RAM  expandable  to  24MB 

•  200/320MB  HDD 

•  Two  PCMCIA  slots  (16mm  and  5mm) 

•  Integrated  graphics  accelerator 

•  VL  local-bus  video 

•  Built-in  microphone 

•  WAV  audio  capabilities 


1  Audio  |acks:  headphone/speaker,  microphone 
'  NiMH  battery  for  extended  life 
1  QuickCharge  battery  recharge  system 
•3.5"  1.44MB  floppy  disk  drive 
1  BallPoint '  2.0  mouse  with  QuickPort 
1  MaxTime'  Power  Management  system 
1  LCD  status  icon  bar 
'  DOS  ,  Windows  ,  and  Windows  Sound 
System  software  pre-installed 


In  Touch  with  Tomorrow 

TOSHIBA 
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EXECUTIVE  SUITE 


DREAM  JOBS 
ALL  OYER 

THE  MARKET  FOR  TOP  EXECUTIVES  IS  PERKING  UP 


Fretful  about  the  never-ending  round 
of  downsizings  at  your  company? 
Feeling  insecure  about  your  job? 
Then  polish  up  the  old  resume,  and 
set  a  date  with  the  local  headhunter. 
More  than  likely,  it  won't  be  a  wasted 
appointment.  Suddenly,  the  executive 
search  business  is  having  its  biggest 
boom  since  the  glory  days  of  economic- 
expansion  in  the  1970s  and  early  '80s. 
It's  perhaps  the  clearest  sign  yet  that 
the  executive  job  drought  is  over. 

Just  how  fast  are  things  churning? 
Several  prominent  search  firms 
are  so  inundated  with  work  that 
they're  turning  down  assignments 
and  sending  business  to  competi- 
tors. Many  of  the  leading  firms 
are  now  reporting  increases  in  bill- 
ings of  25%  to  35%  for  1993.  "It  was 
a  complete  blowout  year,"  says 
Ralph  E.  Dieckmann,  president  of  Chi 
cago-based  Dieckmann  &  Associates, 
which  saw  1993  billings  explode  by 
213%,  to  $2.1  million  (table). 

And  with  ever  more  high-profile 
CEO  searches  for  companies  such  as  in- 
surance broker  Alexander  &  Alexander, 
Scott  Paper,  and  Tambrands  augmenting 
the  boom,  the  trend  is  continuing  so  far 
this  year.  "In  my  20  years  in  this  busi- 
ness, I've  never  seen  a  more  active  CEO 
market,"  says  Thomas  J.  Neff,  the  CEO 
searcher  who  is  president  of  Spencer- 
Stuart.  He  helped  install  new  chieftains 
at  R.JR  Nabisco,  Upjohn,  and  IBM  last 
year. 

faster,  faster.  One  result  o     e  boom: 
Even  laid-off  execs  are  suddenly  find- 
ing it  far  easier  to  come  up  w  ith  an  of- 
fer. Not  much  more  than  10%  search 
assignments  are  usually  filled    y  dis- 
placed executives,  figures  William  J. 
Morin,  chairman  of  Drake  Beam  Morin 
Inc.  But  a  recent  study  by  the  outplace 
ment  firm  of  4,500  middle-level  execu- 
tives who  had  lost  their  jobs  found  that 
it  took  only  3.8  months  for  them  to  find 
positions  last  year— down  from  six 
in  1991  and  1992.  "It's  the  lowest 
job-search  time  I've  seen  in  our 


25  years,"  says  Morin.  Most  of  the  exec- 
utives, moreover,  are  hiring  on  with 
small  to  midsize  companies  at  salaries 
near  what  they  made  before. 

Why  such  a  sharp  upturn  in  the  mar- 
ket? Part  of  the  reason  is  the  depth  of 
the  last  recession.  Search  firms  have 
tended  to  ride  out  previous  slumps  rela- 
tively well.  This  time,  "there  was  a  par- 
alysis," says  Leon  A.  Farley,  a  consu 
tant  based  in  San 
Francisco, 


0«t  UK" 


whose  firm  had  a  64%  rise  in  billings 
last  year.  "Many  companies  just  waited 
and  waited,  so  when  the  economy 
turned,  there  was  a  rush  of  hiring."  Add- 
ing to  the  turmoil,  the  newly  activist 
boards  of  other  large  companies,  from 
IBM  and  Eastman  Kodak  to  AT&T  and 
the  Baby  Bells,  have  been  scouting 
around  for  "change  agents"  to  help  the 
companies  break  free  of  bureaucratic 
cultures. 

One  of  the  biggest  reasons  for  the 


boom,  though,  is  that  most  companie 
that  have  downsized  or  restructured  jus,n 
don't  have  the  management  depth  the; 
need.  One  or  two  key  executive  depar 
tures,  and  they're  suddenly  scramble 
for  talent.  IBM,  still  shedding  manager  , 
and  employees,  also  has  recruited  dozen  ^ 
of  new  executives  in  the  past  year.  Am 
as  companies  restructure,  some  execu 
tives  that  they  would  like  to  keep  flee  t 
more  promising  posts.  In  Januarj 
Katherine  M.  Hudson,  a  Kodak  vice 
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ent,  lured  by  headhunter  Egon 
er  International,  took  the  CEO  job 
waukee  manufacturer  W.  H.  Brady 
asked  myself  whether  I  wanted  to 
nd  downsize  or  go  to  a  company 
/ould  grow,"  she  recalls. 
STREET  FRENZY.  Most  of  the  churn 
n  CEO  jobs,  of  course.  It's  in  the 
'  management  ranks.  While  few 
nies  are  searching  for  middle  man- 
some  have  begun  recruiting  group 
:ives  whose  positions— paying  from 


$150,000  to  $250,000-had  been  wiped 
out  in  the  massive  downsizings  of  re- 
cent years.  "I  thought  those  jobs  were 
gone  forever,"  says  Windle  B.  Priem,  a 
managing  director  at  Korn/Ferry  Inter- 
national. "But  firms  are  so  lean  and  busi- 
ness is  so  good  that  companies  are  start- 
ing to  hire  back  at  that  level." 

Some  companies,  say  headhunters, 
simply  cut  beyond  the  fat  and  into  the 
muscle.  They're  now  hiring  talent  to  fill 
the  gaps.  In  the  past,  companies  were 
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proud  of  their  "bench  strength,"  says 
Gary  Knisely,  a  former  Time  Inc.  man- 
ager who  now  heads  New  York's  John- 
son Smith  &  Knisely  Accord.  "If  any- 
one left  the  company,  there  were  five 
guys  behind  him,  waiting  to  take  the 
job.  I  don't  know  of  any  company  to- 
day that  has  that 
luxury." 

Some  of  the  most 
frenzied  hiring  has 
broken  out  on  Wall 
Street,  where  the 
job-hopping  has  be- 
come fast  and  furi- 
ous as  companies 
seek  new  geographic 
markets  and  launch 
new  financial  prod- 
ucts. "Everyone  is 
crazed  and  under- 
staffed," says  Linda 
Bialecki,  who  re- 
cruits Wall  Street 
professionals.  "For 
the  past  two  years,  hiring  had  been  up 
but  had  been  cautious.  After  the  third 
good  year,  many  of  my  clients  said,  'We 
don't  have  enough  people  to  get  the 
business.' " 

Lacking  highly  competent  successors 
to  their  top  execu- 
tives, many  compa- 
nies are  turning  to 
outsiders  instead. 
"We've  become  their 
management-devel- 
opment arm,"  says 
Knisely.  "Instead  of 
spending  over  $1 
million  to  develop 
someone  inside,  com- 
panies would  rather 
pay  a  $150,000  fee  in 
order  to  recruit  an 
outsider." 

Heidrick  &  Strug- 
gles Inc.,  for  one,  is 
benefiting.  Its  world- 
wide revenues  jumped  by  36%  last  year, 
to  $110  million.  U.  S.  billings  were  up 
by  49%,  and  in  its  New  York  office,  the 
domain  of  Chairman  Gerard  R.  Roche— 
headhunting's  high  priest— revenues  shot 
up  by  80%. 

Roche  racked  up  personal  billings  last 
year  approaching  $6  million,  a  record 
for  a  single  headhunter.  Then  again,  he 
directed  or  was  heavily  involved  in  CEO 
searches  at  IBM,  Kodak,  Westinghouse 
Electric,  American  Express,  PPG  Indus- 
tries, and  General  Instrument.  Roche  is 
currently  hunting  for  a  CEO  for  Tam- 
brands  Inc. 

Neff,  his  archrival  in  CEO  searches,  is 
also  busy.  In  the  past  two  months,  Neff 
says  he  has  been  involved  in  seven  chief 
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executive  and  three  chief  operating  offi- 
cer searches— "every  one  of  them  a 
household  name."  One  reason  business  is 
1  looming,  Neff  says,  is  that  "hoards  are 
quicker  to  make  changes  in  a  compa- 
ny's leadership  when  the  CEO  is  under- 
performing." 

Some  headhunters  believe  corporate 
America's  love  affair  with  reengineer- 
ing— the  process  of  weeding  out  people 


and  work— will  lead  to  even  more  dou- 
ble-digit growth  in  the  years  ahead. 
That's  partly  because  the  typical  span  of 
control— the  number  of  managers  who 
report  to  a  single  executive— has  risen 
dramatically.  Executives  who  don't  know 
how  to  effectively  manage  two  or  three 
times  as  many  people  as  before  may 
have  to  be  replaced,  Dieckmann  says. 
The  upswing  in  search  activity  shows 


little  sign  of  ending.  SpencerStua 
which  is  turning  down  some  work,  si 
its  bookings  are  up  52%  in  the  U.  S. 
the  first  four  months  of  the  1994  fis 
year.  "It's  going  to  be  a  very  stro 
year  again,"  says  John  F.  Johnson,  pr 
ident  of  Lamalie  Amrop.  His  advi 
Keep  your  resume  updated  and  an  op 
mind  about  the  opportunities  out  the: 
By  John  A.  Byrne  in  New  Yl 


A  ROUGH  YEAR  FOR  SUPERSTAR  CEOs 


the 


When  Michael  H.  Jordan 
moved  to  the  corner  office 
at  struggling  Westinghouse 
Inc.  last  June,  the  task  facing  the  for- 
mer PepsiCo  executive  seemed  straight- 
forward enough:  Cut  the  bloat  and  fo- 
cus on  core  businesses.  But  as  he 
toured  Westinghouse's  far-flung  opera- 
tions, the  complexity  grew.  Litigation 
costs  were  piling  up,  and  the  environ- 
mental division,  he  says,  was  "a  disas- 
ter." He  trimmed  6,000  jobs  in  Janu- 
ary, and  may  have  to  cut  more.  "This  is 
not  the  easy  pickings 
that  a  lot  of  people  ex- 
pected, including  my- 
self," says  Jordan. 

So  it  goes  for  the 
outsider  CEO.  A  year 
ago,  in  a  season  of  un- 
precedented corner-of- 
fice turnover,  blue-chip 
companies  rushed  to 
find  headhunters  who 
could  get  them  the 
best  executive  talent 
available.  Perhaps  they 
were  encouraged  by 
the  turnarounds  enact- 
ed by  Stanley  Gault, 
an  outsider  who  took 
charge  at  Goodyear  in 
1992,  or  Lawrence  Bos- 
sidy,  who  left  General 
Electric  for  Allied  Sig- 
nal in  1991 

These  days,  though,  the  new  chiefs 
at  companies  ranging  from  Kodak  to 
Borden  to  Eli  Lilly  are  making  a  re- 
markably common  discovery:  Even  for 
richly  paid  superstars,  success  doesn't 
come  easy.  Look  at  the  early  results  of 
their  works  in  progress.  Most  have 
turned  first  to  obvious  moves,  cutting 
staff  and  retreating  to  core  markets. 
But  in  trying  to  implement  sweeping 
strategic  changes,  the  new  CEOs  have 
found  that  their  fresh  faces  aren't 
enough  to  incite  sweeping  change. 

There  have  been  a  few  early  win- 
ners. Mike  Harper  took  charge  of  RIR 


Nabisco  Inc.  last  June  and  immediately 
dumped  a  plan  to  split  rjr's  stock  into 
separate  shares  tied  to  food  and  tobacco 
units.  Instead,  he's  focusing  on  expand- 
ing and  acquiring  businesses  that  can 
help  lift  RJR's  return  on  equity  to  20%. 
instant  replay.  Eli  Lilly  &  Co.'s  Ran- 
dall L.  Tobias,  also  hired  in  June,  insti- 
tuted the  drugmaker's  first  job  cuts 
ever— despite  criticizing  such  actions 
earlier  as  "a  sign  of  failed  leadership." 
He  later  emerged  from  a  strategic 
overview  with  a  plan  to  unload  Lilly's 
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nonpharmaceutical  units.  "The  problem 
here  was  one  of  leadership,  focus,  and 
vision,"  Tobias  says. 

Elsewhere,  though,  the  results  are 
decidedly  mixed.  Lou  Gerstner,  on  the 
job  for  a  year,  has  cut  costs  dramati- 
cally at  IBM,  but  the  former  RJR-Na- 
bisco  chief  has  stuck  with  Big  Blue's 
vertical  structure  and  drawn  yawns 
from  investors  (page  96).  George  M.  C. 
Fisher  hasn't  fared  much  better.  Ko- 
dak's board  ousted  his  predecessor, 
Kay  R.  Whitmore,  for  failing  to  pre- 
pare for  the  strategic  transformation 
the  company  needed.  Fisher  arrived 


in  December  and  surprised  Wall  Stree 
by  announcing  he  would  pursue  Whi1 
more's  original  plan  to  move  into  dig 
tal  imaging.  Since  then,  he  has  bee 
vague  about  his  actual  plans,  and  Kc  | 
dak  shares  have  dropped  about  16% 

One  problem:  Outsiders  often  fal 
back  on  tactics  that  mimic  their  ouste< 
predecessors'.  As  a  newcomer,  Jordai 
tried  to  reduce  Westinghouse's  lega 
bills  by  pushing  for  settlements  in 
slew  of  suits.  But  in  the  biggest  di 
pute,  involving  a  $2.2  billion  nucleai 
power  plant  in  the  Phi 
lippines,  Westinghouse 
last  month  renewed  it: 
court  battle,  this  tim< 
in  Switzerland.  At  Bor 
den  Inc.,  new  chief  Er 
vin  R.  Shames's  strat 
egy  calls  for  cost-cut  « 
ting  and  the  sale  of  tht 
company's  snack-fooc 
unit.  Borden's  boar 
asked  former  CEO  An- 
thony S.  D'Amato  tc 
resign  in  December 
shortly  after  he  pro  j 
posed  a  similar  plan 

It's  too  early  to, 
judge  such  actions 
harshly.  But  investors 
and  management  ex 
perts  alike  are  won 
dering  whether  new 
blood  is  always  such 
great  idea.  Indeed,  the  success  of  such 
homegrown  superstars  as  Jack  Welch 
at  General  Electric  and  Roberto  Goizue 
ta  at  Coca-Cola  has  shown  that  compa 
nies  can  recharge  and  refocus  without 
going  outside.  "Where  there's  continuity 
of  command,  that's  where  we're  see- 
ing bold  moves,"  says  Jeffrey  Sonnen- 
feld,  professor  of  organization  and  man- 
agement at  Emory  University.  Where 
there's  a  new  chief  on  board,  small 
steps  are  proving  to  be  the  norm. 

By  David  Greising  in  Atlanta,  with  I 
Stephen  Baker  in  Pittsburgh  and  bureau  (i 
reports 
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Commentary/by  Judith  H.  Dobrzynski 


AT  GM,  A  MAGNA  CARTA  FOR  DIRECTORS 


I  or  the  past  six  months,  a  crack 
I  team  has  toiled  away  in  secret  at 
General  Motors  Corp.,  devising  a 
Ey  new  model  now  being  unveiled 
.  select  audience  around  the  U.  S. 
re's  no  fanfare  in  the  auto  show- 
ns,  though.  The  new  product  is  a 
page,  28-point  document.  Written 
the  carmaker's  outside  directors, 
a  corporate  Magna  Carta.  Although 
perfect,  it  goes  a  long  way  toward 
ling  out  the  way  things  ought  to  be 
rectors  are  going  to  do  their  job— 
te  management  accountable  to 
•eholders. 

•esigned  to  ensure  the 

rd's  independence,  GM's 

lelines  aren't  revolution- 
Many  are  pure  common 

se.  Trouble  is,  they're 
very  common.  Most 

~ds  follow  largely  unwrit- 

traditions  left  over  from 
days  when  chief  execu- 

!S  were  autocrats  who 

ited  little  interference 
no   one   cared  that 

rds  were  cozy  clubs.  GM 

;  no  exception— until  two 

rs  ago.  After  years  of 

*ket-share   losses,  the 

rd  in  November,  1992, 

iped  go-slow  ceo  Robert 

Stempel  in  favor  of  hard- 

Iriving  John  F.  Smith  Jr. 

'he  story  might  have 

ed  there.  Other  boards- 
American  Express  Co., 

example— changed  CEOs, 

n  fell  back  into  their 

spy  old  habits.  GM's  board 

-ft.  When  it  promoted  Smith,  it  also 

iointed  John  G.  Smale,  retired  CEO 

Procter  &  Gamble  Co.,  nonexecu- 

3  chairman.  And  Smale— tough,  un- 

uming,  laconic,  and  chastened  by 

s  brush  with  disaster— was  hell-bent 

lasting  reform.  In  consultation  with 

s  other  outside  directors,  he  set 

mt  writing  a  boardroom  code. 

long  its  key  elements: 

'he  board,  not  the  CEO,  selects  new 

mbers  "in  fact  as  well  as  procedure." 

3  invitation  to  join  comes  from  the 

trd,  so  there's  no  question  of  where 

alties  lie. 

•utside  directors  will  choose  a  "lead 
ector"  whenever  the  role  of  chair- 
n  and  CEO  is  not  split.  The  lead  di- 
tor  chairs  at  least  three  "executive 
sions"  of  the  outside  directors  a  year. 


A  discussion  with  the  CEO  will  follow 
each  meeting.  Once  a  year,  outside  di- 
rectors will  formally  evaluate  the  CEO. 

■  The  board  has  a  "Director  Affairs 
Committee"  whose  duties  include  as- 
signing members  to  working  commit- 
tees, assessing  whatever  skills  the 
board  may  lack,  and  evaluating  the 
board's  performance  in  an  annual  re- 
port to  the  full  board. 

■  Board  members  have  "complete  ac- 
cess to  GM's  management." 

■  Before  each  board  meeting,  manage- 
ment will  distribute  to  directors  not 


only  standard  business  information  but 
also  the  planned  presentations  on  spe- 
cific subjects.  This  way,  "discussion 
time  [is]  focused  on  questions  the 
board  has  about  the  material."  The 
chief  executive,  meanwhile,  must  re- 
port to  the  board  annually  on  succes- 
sion plans  and  on  the  management-de- 
velopment program. 
■  GM's  outside  directors  will  make  all 
decisions  about  corporate  governance. 

Smale  has  been  moving  toward 
these  practices  ever  since  he  took  GM's 
chair,  shifting  GM's  board  meetings 
from  stiff,  scripted  affairs  to  open  dis- 
cussions. "The  difference  is  night  and 
day,"  says  Harry  J.  Pearce,  who  as  GM 
general  counsel  has  been  a  boardroom 
regular  since  1987.  "Everyone  can 
speak  candidly,  there's  no  sense  of  not 


wanting  to  hear  something,  and  it 
doesn't  matter  if  it's  controversial." 
And  directors  are  delving  deeper  into 
GM's  business.  "They're  getting  more 
complete,  more  detailed,  more  relevant 
information,  and  they're  asking  tough 
questions  that  enable  us  to  do  busi- 
ness better,"  says  Pearce. 

One  startling  example:  Until  they 
asked,  directors  never  saw  the  net  in- 
come that  each  GM  model  produced. 
Neither  did  executives.  "Management 
had  not  been  looking  at  this  before, 
not  down  to  net  income  on  the  Monte 
Carlo,"  says  Pearce.  "We 
didn't  know  if  we  were  los- 
ing money  or  making  mon- 
ey. We  had  to  put  in  place 
new  processes  to  get  that 
information."  Directors  also 
are  reviewing  quality  and 
customer-satisfaction  num- 
bers for  each  GM  product 
line  at  every  meeting.  "This 
board  is  showing  how  ener- 
gized boards  are  going  to 
operate,"  says  John  A. 
Pound,  a  governance  expert 
at  Harvard  University. 
fresh  air.  The  GM  guide- 
lines have  a  few  faults.  They 
duck  the  issue  of  whether 
the  retiring  CEO  should  re- 
main on  the  board,  leaving 
what  clearly  is  a  bad  idea 
to  be  decided  case  by  case. 
They  dismiss  term  limits  for 
directors,  which  many  ex- 
perts favor.  And  they  gag 
directors  from  speaking  to 
investors  and  the  press  un- 
less management  knows  or  requests 
it— a  dictate  that  would  have  delayed 
many  recent  boardroom  coups. 

Still,  GM's  new  rules  quite  simply 
are  a  breath  of  fresh  air.  "If  every 
board  in  the  country  operated  this 
way,  the  U.  S.  would  be  much  more 
competitive,"  says  Ira  M.  Millstein,  an 
attorney  at  Weil,  Gotshal  &  Manges 
who  advises  GM's  board  but  didn't  help 
develop  this  manifesto.  Sadly,  GM  sent 
it  to  only  150  investors  and  govern- 
ance experts.  The  paper  deserves 
broader  circulation.  Every  board  in 
Corporate  America  should  sit  down, 
review  GM's  practices,  and  see  if  their 
conventions  measure  up. 

Senior  Editor  Dobrzynski  writes  fre- 
quently about  boards. 
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Critics  say  CEO 
Ray  Noorda's 
determination  to 
keep  up  with 
Microsoft  has  led 
him  to  make  some 
strategic  blunders 


HOW  SWEET  A  DEAL 
FOR  NOVELL? 


Rather  than  provide  heft,  its  acquisitions  could  weigh  it  down 


B 


ill-o-phobia.  It's  a  pronounced  ob- 
session with  Microsoft  Corp.  and 
its  chairman,  William  H.  Gates 
III.  that  plagues  the  personal-computer 
software  industry.  Its  most  conspicuous 
victim:  Novell  Inc. 

On  Mar.  21,  Novell  launched  a  broad- 
side attack  on  Microsoft-,  agreeing  to  ac- 
quire WordPerfect  Corp.  and  a  spread- 
sheet from  Borland  International  Inc.  in 
deals  together  worth  $1.4  billion.  Over- 
night, Novell  will  become  the  industry's 
second-largest  PC  software  applications 
company  (chart),  with  considerable  bulk 
and  technological  clout  to  battle  its  still 
much  bigger  rival.  "Without  question," 
says  Novell  CEO  Raymond  J.  Noorda, 
"our  major  competition  is  Microsoft." 

"PRETTY  NUTTY  MOVE."  The  question  is, 
does  Noorda's  deal  make  sense?  "It's  a 
pretty  nutty  move,"  says  Frank  A.  Inga- 
ri,  president  of  rival  Shiva  Corp.  Indeed, 
a  day  after  Novell  announced  the  mer- 
ger, its  stock  plunged  16%,  or  3%,  to  20. 
Analysts  are  concerned  that  the  com- 
pany is  weighing  itself  down  with  un- 
wieldy acquisitions  in  an  effort  to  mirror 
Microsoft's  diversity,  rather  than  con- 
centrating on  its  core  networking  prod- 
ucts. Wall  Street,  says  Goldman,  Sachs 
&  Co.'s  Rick  G.  Sherlund,  is  "worried 
th<  y  may  have  grabbed  the  anchor 


and  might  go  down  with  the  ship." 

Certainly,  Novell  has  reason  to  fear 
Microsoft.  The  newest  operating  system 
from  Gates's  monolith,  called  Windows 
NT,  adds  networking  features  that  could 
eliminate  the  need  for  Novell's  NetWare, 
which  up  to  now  has 
dominated  the  explod- 
ing market  to  link  PCs 
together.  "Novell  recog- 
nizes its  [NetWare] 
revenues  are  fragile  at 
best,"  says  A.  Peter 
Hamilton,  president  of 
Novell  rival  Banyan 
Systems  Inc. 

That  competitive 
quandary  is  fueling  the 
longstanding  bi tt erness 
that  took  root  in  1991, 
after  the  second  of  two 
failed  merger  attempts 
between  Microsoft  and 
Novell.  Novell  later  provided  reams  of 
data  to  the  Federal  Trade  Commission 
and  the  Justice  Dept.  in  their  investiga- 
tions of  Microsoft.  In  an  interview  last 
year,  Noorda  made  plain  his  distaste  for 
his  rival.  "We  pride  ourselves  on  having 
a  lot  of  integrity  in  the  way  we  con- 
duct business,"  he  said.  "It's  just  a  differ- 
ent mentality  when  we  deal  with  [Micro- 


t 

I: 


NO.  1  IS  STILL  NO.  1 


06 


REVENUES  FOR  PC  SPREADSHEETS 
WORD  PROCESSORS,  AND 
DATABASE  SOFTWARE 


'89  '90  '91 
▲  BILLIONS  OF  DOLLARS 

DATA  COMPUTER  INTELLIGENCE  INF0C0RP 


soft].  They  are  snakes  to  deal  with. 

But  some  observers  say  Novell  take: 
the  rivalry  to  foolish  extremes.  Already 
it  has  made  two  ineffective  acquisitions  it 
an  attempt  to  keep  up  with  Microsoft.  I 
.spent  $80  million  in  1991  on  Digital  Re 
search  Inc.,  maker  of  an  operating  systen  ^ 
that  competes  with  Microsoft's  widely 
used  MS-DOS,  then  paid  $350  million  iij 
stock  in  1992  for  AT&T's  Unix  System: 
Laboratories,  which  produces  operating 
systems  for  larger  computers. 

Today,  sales  of  the  Digital  Researcl !  1 
product,  DR-DOS,  account  for  just  a  Lin}  - 
portion  of  the  operating  systems  market  'r " 
and  Novell  has  failed  to  unify  the  com  llJc 
puter  industry  around  its  Unix.  On  Mar  ^ 1 
17,  Sun  Microsystems  Inc.  bought  a  per  ^ 1 
manent  Unix  license  from  Novell  fojK. 
just  $83  million— getting  essentially  the  ■'' 
same  access  to  the  software  for  whicl r*' 
Novell  paid  $350  million, 
swiss  stake.  With  the  WordPerfect/Bor  9:> 
land  deal,  Noorda  wants  to  build  a  com  51 :: 
pany  whose  strength  will  lie  in  selling ! " 
applications  that  work  well  on  PC  net  81''1 
works.  But  that  approach  is  rife  wit!  m 
problems.  By  entering  the  applications TiK 
business,  Novell  will  compromise  its  po  1Sl!l 
sition  as  the  neutral  "Switzerland"  ol6  " 
the  industry.  It  is  now  competing  wit! " 
the  applications  companies  it  wants  tc 
adopt  its  networking  standards. 

And  Novell  must  integrate  all  its  acls 
quisitions.  1:  must  revive  profitahilitj 
of  the  spreadsheet,  Quattro  Pro,  whicl ™ ,; 
Borland  had  discounted  by  50%  in  the  ^ 
past  year,  to  $49.  WordPerfect  has  beer fei 
weakened,  too:  While  its  revenues  roscr'lw 
some  20%  last  year,  to  $700  million,  an- 
alysts believe  profits  have  been  flat.  Lo  ^ 
tus  Development  Corp 
says  it,  too,  had  dis  ^ 
cussed  acquiring  the 
company. 

Meanwhile,  the  lat 
est  version  of  NetWaref1 
has  been  selling  poor 
ly.  That's  what  conf? 
cerns  analysts  most 
since  in  1993  NetWare 
accounted  for  75%  o; 
Novell's  revenues.  Mosl  to 
observers  think  Novel1" 
should  concentrate  or 
improving  NetWare's 
features. 

It's  not  clear,  more 
over,  who  will  lead  the  expanded  No 
veil,  ceo  Noorda,  nearing  the  self-iirffl 
posed  deadline  of  his  70th  birthday,  sta  ! 
has  not  found  a  successor.  And  he  majf 
be  too  consumed  by  Bill-o-phobia  tc 
work  on  that  problem. 


NOVELL,  WORDPERFECT 
AND  QUATIRO  PRO 


9? 


'93 


By  Richard  Brandt  in  San  Francisco, 


with  Am//  E.  Cortese  in  Phoenix  one 
Gary  McWilliams  in  Boston 


I 
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PS  I 


'S  NO  MERE 
fELLITE-GAZER 


rd  Tuck's  global  cellular  dream 
ked  by  McCaw  and  Microsoft 


taybe  it  was  just  a  matter  of 
time  before  America's  leading 
boy  billionaires,  software  mo- 
llliam  H.  Gates  III  and  cellular 
>aig  0.  McCaw,  joined  forces.  On 
21,  they  announced  a  $9  billion 
re  that  promises  to  revolutionize 
communications. 

/  had  paid  much  attention  to  Tele- 
Corp.  until  Gates  and  McCaw  put 

million  apiece  and  revealed  their 
in  a  Federal  Communications  Com- 
m  filing.  But  the  idea  for  Tele- 
s  satellite-based  network  comes 
:he  labs  of  neither  Microsoft  Corp. 
[cCaw  Communications  Corp.  In- 

the  company  is  the  brainchild  of 
assuming  62-year-old  entrepreneur 
1  Edward  F.  Tuck,  who  describes 
If  as  "just  a  little  guy  who  really 
x)  start  companies." 
;ed  in  West  Covina,  Calif.,  Tuck  is 
ctrical  engineer  who  flies  planes  in 
>are  time— and  has  a  number  of 
ech  startups  under  his  belt.  They 
le  Magellan  Corp.,  which  makes 
satellite  receivers  used  by  pilots  to 
int  their  location,  and  Endgate 
ology,  an  antenna  maker.  He  won't 
se  his  net  worth  except  to  say  that 
ubstantial"  on  paper. 
TY  CHECKS."  In  1988,  Tuck  was  be- 
i  venture-capital 
when  he  dreamed 
e  idea  of  using  a 
>rk  of  hundreds  of 
tes  for  worldwide 
unications.  The  in- 
;ion  came  from 
llan,  whose  receiv- 
sly  on  signals  from 
itellites  launched 
le  Pentagon.  By 
ng  and  launching 

hundreds  more, 
figured,  a  compa- 
ould  gain  large 
mies  of  scale.  And 

appeared  to  be  a 
untapped  market: 
the  world's  popu- 
i  lives  two  hours 
a  telephone. 
2k  began  bouncing 
dea  off  friends— 
y  checks"  he  calls 
iscussions— and  de- 
ed a  sketchy  plan. 


2002*  2010 
A  BILLIONS  OF  DOLLARS 

•FIRST  YEAR  OF  OPERATIONS 
DATA:  COMPANY  REPORTS 


After  a  few  months,  a  friend  who  knew 
Craig  McCaw  said  he  thought  the  cellu- 
lar entrepreneur  might  be  interested. 
In  late  1989,  Tuck  met  McCaw  in  the 
mogul's  room  at  the  Beverly  Hills  Hotel. 
McCaw  listened  politely  and  asked  a 
few  questions,  noting  that  such  a  system 
could  be  used  for  everything  from  video- 
conferencing to  transporting  medical  im- 
ages to  and  from  virtu- 
ally any  spot  on  the 
planet.  But  he  promised 
only  to  keep  in  touch. 
The  scheme  "was  still 
pretty  half-baked,"  Tuck 
admits. 

By  June,  1990,  Tuck 
assembled  his  $20  mil- 
lion Kinship  Partners  II 
fund.  He  proposed  a 
partnership  with  Mc- 
Caw to  set  up  the  sat- 
ellite company,  then 
named  Calling  Commu- 
nications Corp.  It  was  a 
sound  choice:  McCaw 
had  the  clout  to  arrange 
the  international  part- 
nerships such  an  auda- 
cious concept  would  re- 
quire—not to  mention 
the  construction  and 
launching  of  840  satel- 
lites. McCaw  bit,  in- 
structing his  develop- 


ment unit  to  buy  a 
27.8%  stake  for  $3.7 
million.  Kinship  took 
an  11.2%  interest. 

The  seed  capital 
went  to  hire  engi- 
neers to  develop  de- 
tailed specifications. 
The  plan  relies  on 
low-earth-orbit  satel- 
lites operating  direct- 
ly over  small  receiv- 
ing antennas  on  the 
ground.  But  each  one 
can  only  provide  ser- 
vice to  a  circle  450 
miles  in  radius.  That 
means  many  satellites 
are  needed  to  blanket 
the  globe— and  with- 
out global  coverage, 
the  system  probably 
will  never  generate 
the  traffic  to  be  eco- 
nomical. Says  former 
FCC  lawyer  Richard 
M.  Firestone:  "If  the 
costs  are  too  high, 
they  won't  get  the 
volume  they  need, 
but  they  can't  get  the 
costs  down  unless 
they  get  the  volume. 
It's  a  vicious  cycle." 
While  preliminary  design  work  was 
under  way,  the  project  was  kept  se- 
cret, partly  out  of  concern  that  if  the 
world  found  out  about  McCaw's  invest- 
ment, others  might  file  for  the  required 
28-gigahertz  radio  band  before  the  Mar. 
21  FCC  deadline.  With  the  date  near- 
ing,  McCaw  and  Tuck  knew  more  cash 
was  needed.  McCaw  called  Gates,  with 
whom  he  socializes,  and  proposed  they 
each  put  up  $5  million  for  30%  stakes. 
Gates  asked  Microsoft  technology  guru 
Nathan  Myhrvold  to  review  the  plan. 
When  Myhrvold  signed  off,  dates 
signed  on. 

SPECTRUM  SQUABBLE.  Gates,  who  won't 
discuss  the  project,  is  eschewing  any  op- 
erating role.  Separately,  he  has  agreed  to 
invest  $30  million  of  Microsoft's  money, 
and  $10  million  of  his  own,  in  Nationwide 
Wireless  Network  Inc.,  a  $150  million 
joint  venture  with  Mobile  Telecommuni- 
cations Technologies  Corp.,  to  build  a  gi- 
ant messaging  service. 

Teledesic's  vision  is  similarly  daunting. 
It  may  not  get  the  spectrum  it  needs  un- 
til the  FCC  makes  its  decision  in  late  1994, 
since  wireless  cable-TV  operators  want 
the  same  frequencies.  Until  such  issues 
are  solved,  it  will  be  tough  for  Teledesic 
to  raise  the  billions  it  will  need.  But  the 
marquee  value  of  its  principal  backers 
could  help  give  Ed  Tuck's  dream  a  fight- 
ing chance. 

By  Mark  Leivyn  in  Washington 
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LABOR  I 


IN  A  SWEAT 
OVER  SWEATSHOPS 


New  pressure  from  the  feds  has  manufacturers  policing  their  suppliers 


The  scene  looked  for  all  the  world 
like  a  19th  century  sweatshop  on 
New  York's  Lower  East  Side. 
Underpaid  immigrants  hunched  over 
sewing  machines  in  a  dimly  lit  shop. 
Mountains  of  cloth  scraps  sat  stacked 
near  pricey  finished  dresses.  "The  thing 
that  struck  me  was  how  gloomy  and 
dark  the  place  was,"  recalls  Will  Gar- 
nitz,  a  Labor  Dept.  garment-industry 
investigator. 

The  story  has  a  20th  century  twist, 
however.  Nary  Sewing  Shop  wasn't  on 
the  gritty  streets  of  Manhattan,  but  in 
East  Hollywood,  Calif.  And  the  govern- 
ment's solution  wasn't  to  shut  down  the 
factory.  Instead,  Labor  went  after  one  of 
Nary's  customers. 

Armed  with  a  56-year-old  statute  that 
lets  the  feds  block  shipments  of  goods 
made  in  violation  of  labor  laws,  Labor  is 
demanding  that  Francine  Browner  Inc., 
a  tony  L.  A. -based  maker  of  upscale 
women's  clothing,  fork  over  about 
$.'50,000  to  compensate  employees  of 
four  contractors,  including  Nary,  who 
weren't  paid  the  $4.25-an-hour  mini- 
mum wage.  Labor  also  wants  Brown- 
er to  set  up  a  toll-free  number  for 
workers'  complaints.  If  it  doesn't, 
the  agency  will  impound  Browner's 
shipments  from  the  contractors. 
Browner  declined  to  comment. 
WAKE   UP.   The   move  against 
Browner  is  part  of  a  broad  new 
Clinton  Administration  crackdown 
on  labor-law  violations.  After  12 
years  of  budget  cuts  and  neglect 
under   Republican   rule,  the 
agency's  enforcement  activity 
had  withered,  and  Labor  Sec- 
retary Robert  L.  Reich  has 
mounted  a  variety  of  efforts 
to  beef  it  up.  Because  funds  remain 
scarce,  Labor  is  trying  to  leverage  its 
resources  with  tactics  that  encourage 
self-policing  by  industry. 

In  the  garment  industry,  for  instance, 
where  some  22,000  tiny  contractors  such 
as  Nary  are  notorious  for  treating  work- 
ers unfairly,  Labor  has  dusted  off  the 
so-called  hot-goods  provision  of  a  labor 
standards  law  dating  back  to  1938  to 
hold  such  manufacturers  as  Guess?  Inc. 
liable  for  their  suppliers'  actions  (table). 
The  goal:  to  overcome  the  near-hope- 
less task  of  overseeing  1  million  gar- 


ment workers  with  800  investigators. 

"This  is  an  industry  where  people 
avoid  responsibility  and  point  the  fin- 
ger at  someone  else,"  says  Maria  Eeha- 
veste,  head  of  Labor's  Wage  &  Hour 
Div.  "When  you  attach  goods,  someone 
has  got  to  pay  attention."  Indeed,  if  the 
campaign  succeeds,  Labor  hopes  to  ex- 
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pand  it 

to  agriculture  and 
computers,  where  many  small 
companies  pay  low  wages  to  immi- 
grant workers. 

So  far,  self-policing  seems  to  be  pay- 
ing off.  More  than  50%  of  garment-indus- 
try contractors  pay  less  than  the  mini- 
mum wage,  fail  to  pay  overtime 
premiums,  or  violate  labor  laws  in  other 
ways,  Echaveste  estimates,  based  on  a 
sampling  of  Labor's  investigations.  Labor 
has  stopped  shipments  in  only  three  cas- 


i]  - 


es  since  it  started  its  hot-goods  prograri 
in  late  1992.  But  the  threat  of  court  or 
ders  to  halt  shipments  has  promptei 
apparel  contractors  and  makers  to  pon; 
up  a  total  of  more  than  $2.3  million  ii 
back  wages  since  then.  And  hundreds 
manufacturers  have  agreed  to  keep  tabl 
on  their  suppliers. 

Take  Patagonia  Inc.,  a  Ventura  I  Calif, 
sportswear  producer.  In  December,  1992 1  f 1 
Labor  threatened  to  impound  goods  thi  >' 
company  bought  from  Alba's  Garment 1 
Works,  a  Ventura-based  contractor  tha!(|if 
admitted  to  an  unintentional  error  ii  ■>< 
not  paying  overtime.  Patagonia  agreei  f' 
to  spot-check  contractors  about  twice  i 
year  to  ensure  that  they  know  how  b 
calculate  overtime  pay,  which  can  b<  & 
complex  in  a  piecework  industry. 

Even  companies  whose  contractor  P 
haven't  been  found  guilty  of  anything 
have  been  willing  to  at  least  make  i  F 
gesture.  After  Labor  officials  told  sever  i  •' 
al  Dallas-based  clothing  makers  that  i  prs 

would  begin  using  the  hot-goods  law  f 
J.  C.  Penney  Co.  offered  to  inform  it  P 
suppliers  that  it  would  purchase  onl;  W 
goods  made  in  compliance  with  labo:  Tl 
laws. 

doming  effect.  Still,  the  threat  o  eavj 
impoundment  has  limits  in  an  in  less 
dustry  where  suppliers  are  so  pier  f  it 
tiful.  When  Labor  demanded  i  pte 
$2,500  payment  on  Mar.  14  fron  ie 
San  Francisco-based  Jessica  McClin  lark 
tock  Inc.  to  compensate  underpai<  ike 
workers  at  Mary's  Sewing  Shop  ii  Sren 
Oakland,  the  company  refused  t*  pan 
knuckle  under,  according  to  Mary'ileF 
owner,  Kaphy  Nghiem.  McClintocl  mis 
avoided  a  showdown  with  Labor  beltir 
cause  Nghiem  ultimately  made  the  pay  » a 
ment  herself.  McClintock  declined  ti  forst 
comment.  But  Randall  Harris,  executivi  f  at 
director  of  trade  group  San  FrancisaM 
Fashion  Industries  (SFFl),  says:  "It's  late 
stretch  to  see  why  an  apparel  make  Ml 
should  be  financially  liable  for  contractor  Bipi 
when  they're  separate  businesses." 
Nonetheless,  the  feds'  results  havjiar 
been  promising  enough  to  promp'  3,"  c 
states  to  go  a  step  further  con 
California  and  New  Yorl  Bj 
plan  to  propose  law;  J  N' 
that  would  hold  manuii! 
f acturers  and  contractor!  k  | 
jointly  liable  for  wages  is 
That  scares  even  manufacturer:  foulc 
willing  to  pay  back  wages.  "WlWi 
don't  want  to  be  in  contractors  m 
shops  every  day  to  find  out  what's  goin(  n 
on,"  says  Geoff  Cline,  Patagonia's  gener  an. 
al  counsel.  Even  if  that  doesn't  happen  Uf-ti 
manufacturers  must  get  used  to  the  idei  ii 
of  being  their  suppliers'  keepers. 

By  Catherine  Yang  and  Christina  D4  tea 
Voile  in  Washington 
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Commentary/by  Owen  Ullmann 


GREENSPAN'S  GRADUALISM  AND  OPENNESS  ARE  WORKING 


inancial  markets  despise  uncer- 
tainty. What  other  explanation  is 
there  for  the  behavior  of  bond 
:s,  which  slumped  after  the  Feder- 
^serve  nudged  up  short-term  inter- 
rates  a  quarter-point  on  Feb.  4, 
rallied  in  response  to  an  identical 
e  on  Mar.  22? 
le  latest  action 
ed  soothing  be- 
e  it  was  widely 
graphed  by  the 
as  part  of  an  ex- 
rdinary  effort  to 
al  its  new  mone- 
game  plan.  Such 
iness  is  a  refresh- 
;hange  that  inves- 
on  Wall  Street 


Greenspan  gradualism  we  have  come 
to  know  and  expect,"  says  Lawrence 
N.  Leuzzi,  a  managing  director  of  S.  G. 
Warburg  &  Co. 

That's  another  way  of  saying  that 
the  markets  think  they've  figured  out 
what  Greenspan  is  up  to.  And  traders 
are  convinced  the  outlook  isn't  so  bad. 


consumers  on 
1    Street  alike 
Id  welcome, 
le  Fed's  penchant 

secrecy,  under 
y  attack  in  Con- 
s,  deserves  much 
le  blame  for  the 
erical  reaction  by 
stock  and  bond 
kets  to  the  rate 

on  Fed  Friday, 
n  though  Chairman  Alan  Green- 
i  broke  precedent  by  announcing 
February  decision— his  first  tight- 
g  in  five  years— the  news  struck 
markets  like  a  lightning  bolt. 
confusion.  Traders  assumed  the 
rt,  that  the  central  bank  saw  signs 
ccelerating  inflation  and  that  the 
it  was  the  first  of  a  string  of  swift 

increases.  Over  the  subsequent 
th,  yields  on  30-year  Treasuries 
ped  70  basis  points,  nearly  triple 
Fed's  increase  in  short-term  rates 
rt).  "The  market  clearly  overreact- 

concedes  Robert  M.  Giordano,  an 
lomist  at  Goldman,  Sachs  &  Co. 
y  the  time  the  policymaking  Feder- 
pen  Market  Committee  met  again 
[arch,  the  markets  were  convinced 

the  federal  funds  rate,  the  interest 
•ged  on  overnight  interbank  loans, 
ild  rise  at  least  25  basis  points, 
enspan  didn't  disappoint.  He  even 
ounced  the  move  again,  just  to 
id  confusion.  The  stock  market 
ned  and  bond  prices  rose.  In  all, 
-term  rates  were  up  about  60  basis 
its  since  the  February  tightening, 
ing  6.9  on  Mar.  23.  "Bonds  rallied 
ause  the  Fed  underscored  the 


THE  CHAIRMAN'S  SECOND  '94  RATE  INCREASE  DIDN'T  PANIC  THE  MARKETS 


Above  all,  they  no  longer  suspect 
that  Greenspan  is  looking  at  some  se- 
cret indicator  of  a  worrisome  rise  in 
prices.  The  chairman's  take  on  the 
economy  is  the  same  as  that  of  most 
private  economists:  With  worldwide  de- 
mand weak,  wages  rising  slowly,  and 
productivity  gains  driving  unit  labor 
costs  down,  U.  S.  inflation  is  no  problem 
today.  But  last  fall's  stunning  7.5% 
growth  rate  signaled  that  capacity  and 
labor  shortages  could  crop  up  soon.  Al- 
though most  economists  expect  growth 
this  year  to  slow  to  around  3%,  the 
Fed  believes  there's  a  good  chance  the 
economy  will  outperform  that  forecast. 

Greenspan's  fear,  which  markets 
now  understand,  is  that 
if  the  Fed  waits  to  see 
unmistakable  signs  of 
accelerating  inflation,  it 
already  will  be  behind 
the  curve.  Then  sharp 
rate  hikes  would  be 
needed  to  damp  infla- 
tionary fires.  The  Fed's 
bet:  A  little  nip  now 
will  throttle  inflation 
but  not  the  expansion. 

How  high  will  short 


rates  go?  Greenspan  has  hinted  he 
would  like  to  see  the  spread  between 
Fed  funds  and  the  inflation  rate  re- 
turn to  its  historical  level  of  75  to  100 
basis  points.  If  inflation  remains  around 
3%,  that  means  rates  might  increase 
another  25  to  50  points  this  year.  That 
would  be  in  keeping  with  Greenspan's 
cautious  style. 

Finally,  the  mar- 
kets welcome  the  new 
openness.  The  FOMC 
once  kept  its  actions 
secret  until  six  weeks 
after  a  meeting.  The 
ostensible  reason  was 
to  give  the  Fed  chair- 
man maximum  flex- 
ibility in  deciding 
when  to  raise  rates 
and  by  how  much. 
But  the  result  was 
leaks  and  market  tur- 
moil as  speculators 
bet  on  what  the  Fed 
was  up  to.  Pressure 
from  House  Banking 
Committee  Chairman 
Henry  B.  Gonzalez 
(D-Tex.)  for  prompt 
disclosure  of  FOMC  ac- 
tions is  behind  the  Fed's  sudden  can- 
dor. But  Greenspan  also  has  found  a 
virtue  in  political  necessity:  He  is  send- 
ing a  clear  signal  to  the  markets  and  a 
strong  message  to  the  country  that 
the  Fed  still  considers  inflation  to  be 
Public  Enemy  No.  1.  So  look  for  open- 
ness to  become  a  permanent  feature. 
"This  new  style  is  a  big  improvement," 
says  former  Fed  Vice-Chairman  Ma- 
nuel H.  Johnson  Jr. 

The  markets  have  given  Greenspan 
a  vote  of  confidence  for  his  latest 
move,  but  he  has  yet  to  hear  from  the 
economy.  As  higher  rates  show  up  in 
mortgages  and  other  loans,  growth 
could  weaken  significantly.  But  as 
things  look  now,  the 
Fed  chairman  may  be 
able  to  achieve  his 
goal  of  sustaining 
growth  and  inflation 
rates  of  about  3% 
this  year.  If  he  does, 
no  one  will  complain 
about  Greenspan's 
Gradualism. 


Ullmann  tracks  the 
Fed  in  Washington 
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PEOPLE  I 


A  COUPLE  OF  OLD  RAIDERS 
HITCH  UP  AGAIN 


Pohlad  and  Jacobs  swear  they've  mellowed.  Fibreboard  knows  better 


ecades  of  jogging  are  taking  their 
toll  on  78-year-old  Carl  R.  Pohlad. 
In  the  past  couple  of  years,  there 
has  been  a  back  operation,  hip  replace- 
ments, and,  recently,  painful  knee 
surgery.  Hobbled  as  he  is,  though,  the 
tallied  takeover  player  of  the  1980s  is 
suddenly  rediscovering  his  zest  for  deal- 
making.  "We've  definitely  stepped  things 
up,"  he  says. 

Indeed,  on  Mar.  14,  Pohlad  launched  a 
$178  million  hostile  bid  for  Fibreboard 
Corp.,  a  Walnut  Creek  (Calif, 
maker  of  building  materials.  Who 
is  among  Pohlad's  co-investors? 
None  other  than  longtime  friend 
and  dreaded  '80s  corporate  raider 
Irwin  L.  Jacobs. 

Should  executives  nationwide 
be  quaking  at  the  prospect  of 
new  raids  by  the  Minneapolis 
duo?  Not  exactly.  True,  both  are 
flush  with  cash  and  actively 
searching  out  investments.  But 
Pohlad  and  Jacobs  claim  they 
now  eschew  the  debt-fueled 
swashbuckling  of  the  1980s.  "I 

want  to  build  companies  I'm 

not  interested  in  causing  people 
trouble,"  says  Jacobs,  who— often 
assisted  by  Pohlad— tilted  daring- 
ly at  companies  such  as  Walt  Dis- 
ney, Avon  Products,  and  Gillette. 

Tell  that  to  executives  at  Fi- 
breboard, who  have  firmly  re- 
jected Pohlad's  bid.  Pohlad's 
group  began  building  a  6.8% 
stake  in  December,  betting  that  the  $265 
million  company  was  on  the  mend  after 
settling  $.'3  billion  in  asbestos  claims. 
Pohlad  generally  praises  management 
but  says  the  company  should  expand 
more  aggressively  and  exploit  holdings 
that  include  a  ski  resort  and  80,000  acres 
of  timberland. 

Pohlad  has  plenty  of  other  deals  cook- 
ing. He  gained  a  4.9%  stake  in  First 
Bank  System  Inc.  by  selling  it  his  fami- 
ly's bank  group  for  $240  million  in  stock 
in  1992.  Since  then,  he  has  bought  35 
mostly  rural  banks  in  Texas,  South 
Dakota,  Iowa,  Wisconsin,  and  Minnesota, 
which  combined  hold  nearly  $4  billion 
in  assets.  Now,  he's  scouting  other  fi- 
nancial companies  to  acquire. 

The  onetime  chairman  of  Continental 
Airlines  Inc.  also  remains  smitten  with 


airplanes:  In  October,  he  paid  $10  million 
for  a  13.5%  stake  in  AirTran  Corp.,  a 
commuter  line  that  provides  feeder  ser- 
vice to  Northwest  Airlines  Inc.  Mean- 
while, irked  by  persistent  financial  loss- 
es for  his  baseball  team,  the  Minnesota 
Twins,  he  says  he's  willing  to  listen  to 
offers— as  long  as  the  buyer  agrees  to 
keep  the  team  in  Minneapolis. 

As  for  Jacobs,  52,  he  is  only  just  now 
digging  out  from  under  his  late  1980s 
wheeling  and   dealing.   In   1988,  he 


when  times  get  tough,"  he  reflects 
These  days,  Jacobs'  investment  stylt 
is  more  laid  back:  In  1992,  he  raisec  t 
$500  million  for  a  fund  that  will  only  infl 
vest  in  friendly  deals.  Backers  includw 
Pohlad,  oil  scion  Gordon  Getty,  and  thij 
states  of  Wisconsin  and  Minnesota. 

Finding  acquiescent  targets,  thoughf 
may  prove  difficult.  Jacobs'  first  flurry  o 
bids  is  puzzling.  He  now  owns  Bekin; 
Co.— for  the  second  time.  In  September 
he  made  a  $170  million  bid  for  Mayflow  I* 
er  Group  Inc.,  only  to  drop  it  when  thi  IS' 
offer  was  regarded  as  hostile  by  thi  bisu 
company's  management.  Then,  in  Jan  m  ■ 
uary,  he  paid  about  $7  million  for  Can  rce 
terbury  Downs,  a  Minnesota  horse-rac  iw 
ing  track  that  had  been  built  for 
million— only  to  flip  it  for  what  he  say: 
was  a  profit  in  mid-March.  Now,  h< 
plans  to  buy  40%  of  an  Israeli  word  pro 
cessing  company. 


merged  his  collection  of  boat  companies 
into  Minstar  Inc.,  a  public  company  he 
controlled  and  took  private.  Beached  by 
heavy  debts  and  sinking  industry  sales, 
Minstar  has  lost  about  $120  million  since 
1990,  breached  bank  covenants,  and 
forced  Jacobs  personally  to  pour  in  at 
least  $68  million. 

puzzling  FLURRY.  Jacobs  says  he's  now 
on  the  verge  of  closing  on  an  equity 
infusion  for  Minstar  of  $165  million  from 
the  State  of  Wisconsin  Investment 
Board,  members  of  the  DeVos  family, 
who  co-founded  Amway  Corp.,  and  him- 
self. With  sales  of  about  $250  million, 
the  company  will  be  renamed  Genmar 
Holdings  Inc.  and  may  be  sold  off  to 
the  public.  Jacobs  is  philosophical  about 
his  travails  with  the  business.  "You 
need  to  know  how  to  deal  with  things 


Jacobs,  however,  seems  less  obsesset;. 
with  dealmaking  than  he  was  in  tin  6; 
days  when  his  tough  tactics  earned  hin  eu 
the  moniker  "Irv  the  liquidator."  Indeed  ft  Co 
he's  thinking  about  doing  some  teach 
ing.  He  says  he  has  been  approaches 
by  three  universities  that  he  says  neve  rt  - 
would  have  admitted  him  (he  droppe< 
out  of  the  University  of  Minnesota  afte 
three  days).  Another  sign  of  new  prior 
ities:  He  recently  sent  a  poem,  entitle* 
Attitude,  to  the  chairman  of  First  Bank  b 
John  F.  Grundhofer,  stressing  a  positiv 
outlook  over  money  an  appearances. 

Mellow  raiders?  Maybe  it's  a  '90 
thing.  But  executives  such  as  the  one  H 
at  Fibreboard  will  need  a  bit  of  con  5a 
vincing  before  they  believe  its  a  trend 
for  real. 

By  Richard  A.  Melcher  in  Minneapoli  is 
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5,  IT  COULD 
r  WORSE 


rum's  Pete  Caserta  has  taken 
e  in  the  face  of  a  fraud  probe 


he  noose  tightening  around  offi- 
Is  at  Spectrum  Information  Tech- 
ogies  Inc.?  On  Mar.  22,  federal 
ities  brought  fraud  charges  against 
:ecutives  of  Paradigm  Group  Inc., 
ulting  firm  once  owned  by  Spec- 
resident  Peter  T.  Caserta.  And  a 

close  to  the  probe  says  the  gov- 
nt  is  studying  links  between  sever- 
ctrum  officials,  including  Caserta, 
le  consulting  firm.  While  Sean 
.,  a  senior  prosecutor  in  the  Brook- 
S.  Attorney's  Office,  says  its  poli- 
rs  discussion  of  the  targets  of 
;,  he  acknowledges  that  "the  in- 
ation  is  active  and  continuing." 
lgs  just  aren't  getting  any  better 
>ectrum.  The  Manhasset  (N.Y.) 
ss-technology  concern  had  hoped 
ather  a  bitter  feud  with  former 

Computer  Inc.  Chairman  John 
v,  who  came  aboard  last  year  as 
lan  and  chief  executive  only  to  re- 


sign abruptly,  saying  he  had  been  misled 
about  the  company.  His  lawsuit  and  a 
Spectrum  countersuit  for  breach  of  con- 
tract were  dropped  on  Mar.  10. 

That  public  squabble  and  the  arrests 
were  just  the  latest  news  to  tarnish  the 
company's  image— and  its 
stock  price,  down  70%,  to 
2%,  so  far  this  year.  Spec- 
trum is  being  investigated 
by  the  Securities  &  Ex- 
change Commission  for  al- 
legedly misleading  investors 
by  overselling  its  prospects. 
Shareholder  lawsuits  claim 
that  the  company  overstat- 
ed the  value  of  licensing  ar- 
rangements for  its  technol- 
ogy and  used  questionable 
accounting  to  inflate  earn- 
ings. The  company  has  de- 
nied any  wrongdoing. 
on  leave.  Now  come  the 
charges  at  Paradigm,  whose 
office  is  in  the  same  build- 
ing as  Spectrum's  head- 
quarters. Among  those  arrested  at  the 
consulting  firm,  formerly  known  as  Ca- 
serta Group  Inc.,  were  a  Spectrum  vice- 
president,  Howard  Schor,  and  Caserta's 
son-in-law,  John  P.  Bohrman,  who  bought 
the  firm  from  Caserta  late  last  year. 
Schor  and  Bohrman  were  charged  with 


THE  INVESTIGATION 

OF  A  FIRM  ONCE 
OWNED  BY  CASERTA 
HASN'T  EXTENDED  TO 
THE  EXECUTIVE— YET 


fleecing  small  and  medium-size  high-tech 
companies  that  paid  Paradigm  fees  for 
investment  services  they  never  received. 
Through  an  attorney,  three  of  the  de- 
fendants, including  Bohrman  and  Schor, 
have  denied  any  wrongdoing. 

Court  papers  in  the  case 
suggest  that  other  Spec- 
trum executives  are  under 
scrutiny.  Although  Caserta 
was  not  indicted,  he  was 
mentioned  several  times  in 
the  court  documents.  Ca- 
serta, who  had  been  acting 
CEO  since  Sculley's  depar- 
ture, took  a  leave  of  ab- 
sence after  the  recent  ar- 
rests. New  Chief  Executive 
Edward  N.  Maskaly,  who 
had  served  on  Caserta 
Group's  board  of  advisers 
before  joining  Spectrum's 
board  in  1992,  also  was 
mentioned  in  the  court  pa- 
pers for  his  role  at  the  con- 
sulting firm.  A  Spectrum 
spokesman  says  the  case  doesn't  affect 
Maskaly's  appointment  and  adds  that 
Spectrum  is  cooperating  with  the  probe. 
However,  executives  there  likely  are  fo- 
cusing now  on  just  one  question:  Who's 
next? 

By  Michael  Schroeder  in  Washington 


ION  I 


E  LITTLE  DISH 

AT  COULD...? 


t-broadcast  TV  gets  ready 
irn  in  on  cable's  turf 


r  years,  the  joke  in  the  cable  TV 
idustry  has  been  that  DBS,  the 
cronym  for  direct  broadcast  satel- 
tands  for  Don't  Be  Stupid.  But 
companies  may  not  be  laughing 

early  May,  DirecTV  Inc.,  a  unit  of 
>e  contractor  Hughes  Air- 
]o.,  will  power  up  a  satellite 
ly  carefully  positioned  in 
The  bird  will  immediately 
sending  channels  of  crystal 
digital-television  signals  di- 
to  small  household-receiv- 
hes  in  Jackson,  Miss.,  Albu- 
ue,  N.M.,  and  other  test 
If  all  goes  well,  a  second 
te  will  be  added,  and  the 
e  will  expand  to  150  chan- 
ationwide  by  yearend. 
!  DBS  roll-out  marks  the  cul- 
ion  of  a  decade-long,  $1  bil- 
uest  by  Hughes.  Its  target 
t:  the  10  million  rural  house- 
that  don't  have  access  to 


cable  systems.  To  receive  programming 
now,  those  viewers  have  to  install  huge 
receiver  dishes-at  $3,000  to  $4,000  a 
pop— to  pull  in  satellite  TV. 

Hughes's  new  system  requires  only 
an  18-inch  dish  that  initially  will  sell  for 
$700— and  will  drop  in  price,  analysts 
figure,  as  sales  pick  up.  The  dishes  will 
be  sold  through  high-volume  retail  out- 
lets such  as  Circuit  City  and  Sears. 
local  drawback.  The  rub  for  cable 
companies:  Hughes  and  partner  Hub- 
bard Communications  figure  60%  of  their 
cutomers  will  be  lured  away  from  ca- 
ble. DirecTV  will  offer  CD-quality  sound 
and  higher-resolution  pictures— at  least 
to  those  with  newer  TVs.  It  will  have 


most  of  the  usual  cable  fare— plus  up  to 
50  pay-per-view  movies,  including  many 
hits,  for  $1.95  to  $3.95.  And  sports  fans 
will  have  their  pick  of  college  and  pro 
events.  Salomon  Bros,  figures  the  ser- 
vice will  pass  its  3  million  subscriber 
break-even  point  by  1997. 

Cable  companies  are  skeptical.  "I'm 
not  having  sleepless  nights,"  says  Marc 
B.  Nathanson,  chief  executive  of  Los 
Angeles-based  Falcon  Cable  Systems 
Co.  DirecTV's  $29.95  monthly  fee  for 
its  full  service  no  more  than  matches 
cable  fees,  and  having  to  buy  a  receiv- 
er dish  may  deter  potential  customers. 
Another  drawback:  Though  the  service 
will  offer  some  network  TV,  most  view- 
ers won't  be  able  to  receive  any 
local  stations  unless  they  keep 
cable  service  or  install  a  separate 
antenna. 

DirecTV  also  has  to  move  fast. 
Cable  companies  are  backing 
Primestar,  a  rival  service  that  al- 
ready offers  10  channels  of  pro- 
gramming by  satellite  to  70,000 
subscribers.  Primestar  plans  to 
offer  77  channels  by  midyear  as  it 
switches  to  digital  broadcasting. 
To  be  sure,  only  subscribers  with 
those  huge  receiver  dishes  will 
be  able  to  get  the  service.  But 
the  message  is  clear:  DBS  isn't 
such  a  stupid  idea  any  more. 
By  Eric  Schine  in  Los  Angeles 
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CLINTON  HANGS 
TOUGH  ON  CHINA 


Stay  the  course.  That's 
what  Clinton  Administra- 
tion officials  have  decided  to 
do  with  their  muddled  China 
policy.  On  Mar.  22,  senior  ad- 
visers decided  to  hold  China 
to  achieving  "overall,  signifi- 
cant progress"  in  seven  are- 
as outlined  in  an  executive  or- 
der signed  last  spring.  If  the 
State  Dept.  finds  China  in 
noncompliance,  the  U.  S.  Con- 
gress could  revoke  most-fa- 
vored-nation trading  status 
come  June  3.  Such  a  melt- 
down in  U.  S.-China  relations 
remains  a  long  shot,  though. 
Administration  officials  are 
betting.  China  will  soften  its 
tone  and  concede  enough  for 
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PRICE  OF 
MERCK  SHARES 
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MAR  22,  '93  MAR.  22,  '94 

MERCK  TAKES 
A  BEATING 

Troubling  news  keeps  pounding 
Merck  shares,  off  1  8%  since  early 
January.  Managed  care  has 
pressured  all  drug  stocks, 
but  Merck's  margins  are 
down,  thanks  to  its  acquisition 
of  drug-distributor  Medco.  There's 
also  been  more  talk  about  federal 
price  controls  on  drugs.  Now,  rival 
Sandoz  says  it  will  price  its  new 

J cholesterol  drug,  Lescol, 
49%  lower  than  Merck's 
Mevacor(MSD731). 
The  move  threatens 
$2.4  billion  of  Merck's  annual 
sales.  Merck's  consolation:  Bristol- 
Myers  Squibb,  which  markets  a 
similar  drug,  also  will  be  squeezed 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


both  sides  to  save  face.  But 
the  hang-tough  strategy  is 
fraught  with  peril:  Revoking 
China's  MFN  would  put  171,000 
U.  S.  jobs  in  jeopardy,  and 
business  hates  tying  trade  to 
human  rights  progress. 


TRAVELERS  AND  MET 
MAY  CLOSE  RANKS 


■  s  Sandy  Weill  getting  ant- 
Isy?  On  Mar.  22,  Travelers 
and  Metropolitan  Life  Insu- 
rance confirmed  they  are  ex- 
ploring "possible  alliances"  be- 
tween their  health-care 
operations.  The  companies 
wouldn't  elaborate,  but  ana- 
lysts are  speculating  that 
Weill,  who  bought  Travelers 
last  year,  hasn't  been  happy 
with  the  small  profits  from 
the  insurer's  health  business. 
Travelers  insiders  say  that 
the  Hartford-based  insurer  is- 
n't yet  ready  to  give  up  on 
the  unit.  But  Travelers  and 
Met  are  the  two  smallest 
health  insurers  of  the  so- 
called  Big  Five;  an  alliance 
could  give  them  more  clout. 


IS  BELLSOUTH  GETTING 
COLD  FEET  OVER  QVC? 


I 


1  t 


t  looked  so  good  in  the  heat 
of  the  Paramount  battle. 
But  now,  BellSouth  may  back 
off  its  option  to  buy  12%  of 
QVC  for  $500  million.  No  sur- 
prise, really:  QVC  shares  are 
trading  at  $45;  BellSouth's  op- 
tion valued  them  at  $00.  But 
the  companies  still  may  be 
talking.  With  the  right 
acquisition,  QVC  could 
provide  the  cable-televi- 
sion programming  that 
BellSouth  would  distribute. 
What's  more,  QVC  Chairman 
Barry  Diller  and  BellSouth 
Chairman  John  Clendenin 
have  a  rapport  that  is  expect- 
ed to  fuel  future  ventures. 


THE  IMF  GIVES 
RUSSIA  AN  ASSIST 


Amid  speculation  that  Bor- 
is Yeltsin  is  seriously  ill, 
the  International  Monetary 


IN  THE  REALM  OF  THE  CENSUS 


Call  it  the  boomlet  bustlet. 
The  surge  in  births 
brought  on  by  the  baby 
boomers'  delayed  discovery  of 
procreation  has  peaked  and  is 
waning  fast.  After  spiking 
to  a  post-baby-boom 
record  of  4.16  mil 
lion  in  1990,  the 
number  of  births 
could  fall  be- 
low 4  million 
this  year, 
some  demog- 
raphers figure. 
And  the  Census 
Bureau  predicts  a 
turn-of-the-century 
tyke  trough  of  3.93  million. 

That  prospect  has  baby- 
products  companies  scram- 
bling to  squeeze  more  bucks 
from  each  birth.  Gerber  Prod- 
ucts, for  one,  is  targeting  tod- 
dlers with  Gerber  Graduates, 
bite-size  lumps  of  vegetables 


and  meat  for  the  one-to-thre 
set.  Century  Products  has 
new  infant  seat  that  can  mov 
from  the  car  to  the  stroller 
the  better  to  let  sleeping  bi 
bies  lie. 

What  marketer 
come  up  with  ne> 
depends  o 
whether  th1 
trend  towar 
later  chik 
'  ^  b  e  a  r  i  n 
continue; 
Women  in  thei 
30s  produce 
18.7%  of  all  firs 
borns  in  1991,  a  recor 
for  that  age  group.  But  an  ii 
crease  in  teenage  childbeai 
ing  pulled  down  the  media 
age  of  all  first-time  mother: 
The  question  now:  How  Ion 
will  Generation  Xers  hold  o 
on  their  family  formation? 

By  Mike  McNarru 


Fund  gave  his  government  a 
much-needed  boost,  agreeing 
Mar.  22  to  lend  Russia  $1.5 
billion.  Alter  several  meetings 
in  Moscow  and  a  private 
hunting  trip,  Prime  Minister 
Viktor  Chernomyrdin  agreed 
to  a  package  that  would  em- 
ploy spending  curbs  and  tax 
increases  to  reduce  the  deficit 
to  5%  of  gross  domestic  prod- 
uct. Inflation,  at  950%  in  1993, 
is  targeted  to  fall  to  a  month- 
ly rate  of  7%  by  December. 
Can  Russia  pull  it  off?  The 
IMF  action,  if  ratified  in  April, 
would  clear  the  way  for  bil- 
lions more  in  loans  and  invest- 
ments to  help  it  carry  out  the 
reforms. 


A  CONSTITUTIONAL 
TEST  FOR  STATE  TAXES 


■  t  has  been  seven  years,  and 
I  the  state  tax  in  question  al- 
ready has  been  changed.  But 
on  Mar.  28,  the  U.  S.  Supreme 
Court  will  hear  arguments  in 
what  amounts  to  a  key  test  of 
states'  authority  to  tax  income 
beyond  their  borders.  Britain's 


Barclays  Bank  claims  that  Ca 
ifornia  violated  the  Constiti 
tion  in  1977  by  taxing  a  po: 
tion  of  the  bank's  worldwidj 
income  instead  of  the  portio 
generated  by  its  Californi 
subsidiary.  Barclays  says  thj 
the  Constitution  prohibit 
states  from  taxing  foreig 
commerce.  California  argut 
that  it  could  levy  the  tax  i 
long  as  Congress  doesn't  spi  | 
cifically  prohibit  it.  The  Clij 
ton  Administration  Justic 
Dept.  supports  California, 
key  state  for  the  President 
reelection. 


ET  CETERA . . . 


i» 


►  Macy's  directors  approve 
the  outline  of  a  compromis 
bankruptcy  reorganization. 

►  $4  smokes?  A  House  healtlTK 
subcommittee  approved 
$1.25-a-pack  cigarette  tax. 

►  The  Account  from  Hel 
Ammirati   snagged   Burg<  \ 
King's  creative  ad  business. 

►  Fighting  stagnant  profit 
Anheuser-Busch  will  buy  bac 
9%  of  its  common  shares. 
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Sleeping  in  Business  Class 

A  brief  history. 

m 


1994 


;  global  alliance  of  KLM  and  Northwest  Airlines  ^ 
oduces  World  Business  Class ,  a  whole  new  level 
service  that  offers  you  a  better  choice  of  meals, 
control  of  your  own  personal  video  system  and 


the  comfort  of  more  personal  space...  with  nearly  50% 
more  legroom  and  recline.  More  space  than  virtually 
any  other  world-wide  airline.  For  reservations  call 
your  local  travel  agent,  KLM  or  Northwest  Airlines. 


New  Northwest  KLM  World  Business  Class. 

So  good  you  can  sleep  through  it. 


CHERRY  BLOSSOMS 
— AND  HEALTH-CARE  DEALS? 


Washington's  first  breath  of  spring  is  lifting  the  spir- 
its of  health-care  reformers.  On  Capitol  Hill,  Demo- 
crats are  starting  to  break  a  six-month  freeze  on  ac- 
tion. And  despite  Whitewater  distractions,  the  White  House 
sees  renewed  hope  of  keeping  its  principles  of  reform  alive. 

The  health-care  thaw  comes  at  a  crucial  time.  With  no  mo- 
mentum behind  President  Clinton's  Health  Security  Act,  Con- 
gress risked  diddling  away  the  year  without  acting.  But  after 
months  of  closed-door  meetings  with  worried  Democrats,  key 
committee  chairmen  think  they  have  the  makings  of  compro- 
mises that  will  at  least  get  legislation  moving. 

The  first  sign  of  progress  came  on 
Mar.  21,  when  House  Energy  &  Com- 
merce Committee  Chairman  John  D. 
Dingell  (D-Mich.)  floated  an  outline  of 
his  version.  Dingell  would  address  three 
of  the  most  troublesome  provisions  of 
the  Clinton  bill:  the  impact  on  small 
business,  the  mandatory  "health  alliance" 
purchasing  pools,  and  the  Congressional 
Budget  Office's  estimate  that  the  funding 
is  $79  billion  short  of  requirements.  In 
Dingell's  version,  the  cost  to  the  small- 
est businesses  would  be  limited  to  1%  of  payrolls— down  from 
a  3.5%  cap  in  Clinton's  bill— and  alliances  would  be  volun- 
tary. He  would  also  trim  the  cost  by  making  patients  pay  a 
larger  share  of  medical  bills.  "It's  not  enormously  different 
from  what  we  proposed,"  says  an  Administration  official  of 
Dingell's  draft.  "It  represents  progress." 
TO  THE  HUSTINGS.  House  Ways  &  Means  Committee  Chairman 
Dan  Rostenkowski  (D-Ill.)  may  be  readying  a  breakthrough, 
too.  Storming  back  to  Washington  after  his  Mar.  15  primary 
victory,  Rostenkowski  assembled  a  list  of  trade-offs  needed  to 
win  20  votes  among  his  24  Democratic  members.  "Rosty  could 
have  a  draft  ready  to  shop  around  within  two  weeks,"  says  a 
lobbyist.  Rostenkowski's  plan  won't  resemble  the  Medicare- 
based  version  drafted  by  Ways  &  Means  health  subcommittee 


Chairman  Pete  Stark  (D-Calif.).  But  it  could  have  higher  q.- 
ployer  costs  and  stiffer  price  controls  than  Dingell's. 

The  chairmen  aren't  sure  their  compromises  will  win  o#  i 
conservative  Democrats,  who  hold  the  balance  of  powjr. 
"There's  still  too  much  government:  government  mandate, 
government  running  the  system,"  complains  Energy  &  Com- 
merce member  W.J.  (Billy)  Tauzin  (D-La.). 

For  the  next  two  weeks,  however,  the  battleground  shite 
from  the  Hill  to  the  hustings,  as  Congress  takes  a  break  w\ 
Easter.  Since  the  Clinton  bill  was  intl- 
duced  last  fall,  it  has  lost  moment* 
during  every  recess.  Lawmakers'  el§ 
tion-year  town  meetings  have  been  d 
inated  by  constituents  opposed  to 
package— or  just  confused  by  it. 

Clintonites  hope  to  improve  th 
record  during  the  spring  break, 
all-out  sales  pitch  will  send  virtua 
every  member  of  the  Cabinet  i 
districts  of  such  swing  members  § 
Representatives  Jim  Slattery  (I 
Kan.)  and  Lynn  Schenk  (D-Califfi 
Allies  in  the  Health  Care  Reforj 
Project,  a  coalition  of  labor  and  cc| 
sumer  groups,  are  recruiting  members  to  bombard  meetin| 
and  call-in  shows  with  pro-reform  messages. 

Aides  are  pressing  Clinton  to  strip  down  his  pitch  to  its  « 
sentials:  Reform  will  produce  a  Health  Security  card  th| 
promises  guaranteed,  affordable  insurance.  When  the  Preside! 
stresses  those  big  themes,  support  for  his  plan  rises.  B| 
big  themes  aren't  enough,  warns  John  C.  Rother  of  the  Am| 
ican  Association  of  Retired  Persons.  "People  want  to  kno\: 
'What  does  this  give  me,  and  what  does  it  cost?'"  he  says,  v 
The  same  questions  have  stalled  Congress  for  months.  Bii 
with  the  Hill  logjam  finally  breaking,  some  answers  may  son 
emerge. 

By  Mike  McNamee  and  Susan  B.  Garlam 


CLINTONITES  WILL  MOUNT 
AN  ALL-OUT  SALES  PITCH 


CAPITAL  WRAPUP I 


JUSTICE 


The  departure  of  Clinton  intimate 
Webster  L.  Hubbell  is  making  At- 
torney General  Janet  Reno  work  hard- 
er to  improve  her  standing  with  the 
President.  Hubbell's  position  as  the 
White  House's  man  at  Justice  might 
have  caused  friction.  But  Reno  worked 
closely  with  the  department's  No.  3  of- 
ficial until  a  dispute  over  billing  prac- 
tices with  his  (and  Hillary  Rodham 
Clinton's)  former  partners  at  Little 
Rock's  Rose  Law  Firm  forced  him  out. 

Hubbell  was  a  buffer  between  the 
independent-minded  Attorney  General 
and  a  White  House  staff  that  viewed 
her  warily.  With  this  protection  gone. 


Reno  is  working  hard  to  stay  on  the 
White  House  reservation  as  the  top- 
priority  crime  bill  moves  through  Con- 
gress. The  Attorney  General,  who  once 
talked  more  about  prevention  and  re- 
habilitation than  punishment,  is  now 
taking  a  much  harder  line. 

She's  also  working  closely  with  for- 
mer Associate  White  House  Counsel 
Ronald  A.  Klain,  sent  to  Justice  to 
oversee  crime-bill  lobbying.  "Klain  is 
carrying  a  lot  of  the  ball,"  says  one 
Justice  insider.  Crime-bill  talking  points 
are  scripted  for  Justice  officials  by 
Klain's  office  and  vetted  by  White 
House  political  aide  Rahm  Emanuel. 
Reno  pushes  Oval  Office  themes,  in- 
cluding community  policing  and  the 


three-strikes-you're-out  provision  re- 
quiring life  imprisonment  after  convici 
tion  for  three  violent  felonies.  Klairj 
also  set  up  a  structure  based  on  the 
White  House  war  room  to  muster  Jus- 
tice Dept.  lobbying  efforts.  And  Reno, 
who  sat  passively  while  the  Senate! 
crafted  tough  crime  legislation  last  No-' 
vember,  worked  to  shape  the  House 
version. 

Reno  has  always  enjoyed  greater 
public  popularity  than  any  other  Clin- 
ton Cabinet  member.  In  her  new  and 
more  exposed  position,  the  Attorney 
General  is  worrying  much  more  about 
a  different  audience:  the  one  man  who 
really  counts. 

By  Catherine  Yang 
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nternational  Business 


THE  GLOBAL  ECONOMY  I 


THE  ICE  CRACKS  IN 
EUROPE  AND  JAPAN 


Their  recessions  appear  over,  but  the  road  back  is  long  and  steep 


It's  about  time.  After  three  years  of  reces- 
sion, the  crucial  economies  of  Japan  and 
Europe  are  showing  some  clear  signs  of 
revival  Key  indicators  ranging  from  hous- 
ing starts  to  orders  for  electronic  goods 
hint  at  recovery  in  Japan.  Even  Japa- 
nese consumers  arc  spending  again. 
While  there  are  some  sharp  variances 
from  country  to  country,  Europe  is  get- 
ting its  boost  from  rising  exports,  lower 
interest  rates,  and  corporate  restructur- 
ing. For  both  Japan  and  Europe,  it  looks 
at  best  like  a  long,  slow  climb.  But  even 
that  is  welcome  news  for  a  global  economy 
that  has  been  relying  on  the  U.  S.  for 
most  of  its  growth. 


JAPAN:  CONSUMERS 
LEAD  THE  WAY 


The  Mar.  22  announcement  seemed 
like  just  more  bad  news  from  To- 
kyo: Japan's  economy  had  shrunk 
by  2.2%  on  an  annualized  basis  in  the 
last  quarter  of  1993.  But  it  was  actually 
good  news,  since  experts  had  been  ex- 
pecting much  worse— as  low  as  -3.4%. 
That    number,  along 


UNEMPLOYMENT 

fell  by  0.1%''"  Q 
January,  to  27% 

DM*.  BUSINESS  WW 


PRIVATE  MACHINERY 
ORDERS  rose  by  1  °% 

in  January,  the  third 

straight  uptick 


Director  Robert  Alan  Feldman  puts  his 
forecast  for  fiscal  1994  growth  at  1.1%. 
"The  debate  is  on  the  pace.  Everyone 
sees  recovery." 

Several  indicators  support  such  opti- 
mism. Housing  starts  head  the  list.  They 
soared  in  January,  rising  fully  21%  from 
the  previous  year  for  a  heady  three- 
year  high.  In  Matsumoto,  northwest  of 
Tokyo,  Rinyou  Inc.'s  housing  division  is 
doing  brisk  business  in  imported  wood 
products  for  increasingly  popular  West- 
ern-style homes.  Benefiting  from  low 
mortgage  rates  and  a  strong  yen,  Rin- 
you Managing  Director  Akira  Tonouchi 
says  sales  are  growing  at  a  40%  annual 
clip  and  profits  at  30%.  Among  the  spin- 
off effects:  Washing-machine  sales  rose 
by  5.5%  last  year,  and  refrigerator  sales 
were  up  by  2.5%. 

electronics  SURGE.  After  construction, 
the  electronics  industry  is  helping  to 
lead  Japan's  incipient  recovery.  Spurred 
by  rising  appliance  sales  at  home  and 
surging  demand  overseas  for  semicon- 
ductors, liquid-crystal  displays,  and  vid- 
eo monitors,  such  majors  as  Hitachi, 
NEC,  Fujitsu,  and  Mit- 


dollar  terms  in  February.  A  recent  pi 
by  the  Economic  Planning  Agency  m 
shows  faint  gains  in  consumer  cofi- 
dence.  And  on  Mar.  23,  the  Finance  Mi- 
istry  released  a  quarterly  index  sh<  >w  ; 
an  improvement  in  business  confide] 
at  major  companies. 

Among  other  upbeat  signs  are  thi< 
straight  monthly  gains  in  machine} 
shipments  and  an  expected  rise  in  l- 
dustrial  production  after  an  encouragp 
pop  in  January.  Hopeful  but  less  per- 
suasive  are   January's   declines  ti 


HOUSEHOLD  SPENDING 
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rose  by  2 1  A  m  ^  predicts  b.gger  while  poUs  show 
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with  other  hints  of  a  pickup  in 
sectors  ranging  from  housing  to  consu- 
mer spending,  are  putting  a  whiff  of 
comeback  in  the  new  spring  air  after 
three  years  of  decline  (table). 

Some  economists  remain  cautious,  but 
the  opinion  is  growing  that  recovery  is 
imminent.  "Many  people  feel  the  Japa- 
nese economy  has  hit  bottom,"  says  Hi- 
roo  Kinoshita,  an  executive  vice-presi- 
dent at  Sumitomo  Corp.  At  Salomon 
Brothel's  Asia  Ltd.,  Economic  Research 


subishi  Electric  are  gunning  for  profit 
gains  in  the  coming  fiscal  year.  As  Keii- 
chi  Yoshida,  manager  of  NEC  Corp.'s 
treasury  division,  points  out,  much  of 
the  improvement  will  reflect  strengths 
overseas.  But  the  psychological  rever- 
berations from  fatter  profits,  presum- 
ably followed  by  higher  bonuses,  could 
help  revive  consume]-  sentiment. 

Household  spending  already  is  up.  It 
rose  by  0.8%  in  the  last  quarter  of  1993, 
for  the  first  time  in  almost  two  years, 
helping  to  boost  imports— up  by  7%  in 


employment,  the  jobs-sought-)- 
jobs-offered  ratio,  and  the  Japan  h- 
tomoliile  Manufacturers  Assn.  forec.it 
of  a  3.4%  increase  in  car  sales  nest 
year. 

Of  course,  even  relatively  sanguie 
observers  leave  room  for  a  setback,  I 
pecially  if  the  yen  soars  or  Japan's  fr;*- 
il< ■  political  order  disintegrates.  Tine 
observers  also  worry  that  a  recett 
trending  up  in  long-term  interest  rail 
could  quell  the  surge  in  housing  staijg 
and  any  renewal  of  capital  spendii;, 
whose  continuing  decline  remains  a  ni- 
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concern.  While  their  balance  sheets 
straightening  out,  banks  are  not 
ling  aggressively,  hurting  small  and 
lium-size  businesses, 
'here  are,  of  course,  the  bears.  Tet- 
Tsukimura,  chief  economist  at  Smith 
ney,  Harris  Upham 
'rnational  Inc 
yo,  says  that 
»  bright  spots 
misleading, 
balance,  the 
nomy  is  still 
racting."  Tsuki- 
•a,  whose  tea- 
-reading  record 
setter  than  many 
3rs',  thinks  that  Japan 
1  a  "depression,"  and  he  is  predicting 
ative  growth  of  0.7%  in  the  coming 
il  year.  He  worries  most  about  the 
mting  pressures  on  Japan  to  cut  its 
"ent-account  surplus.  That  can  come 
|  from  a  stronger  yen  that  hurts  ex- 
ters  or  from  drastic  market-opening 
isures  that  would  depress  output, 
kimura  says. 

!ut  the  experts  fall  mostly  in  the  cau- 
sly  optimistic  camp.  Yasuko  Niimura, 
uty  director-general  for  research  at 
perennially  bullish  EPA,  sums  things 
this  way:  "We  can't  take  confidence 
n  any  single  indicator,  but  with  all  of 
m  coming  together,  it  could  signal 
t  a  chance  [for  recovery]  has  ar- 
h\."  With  Japan  a  potential  economic 
;ine  for  the  world,  many  will  hope 
so. 

By  Robert  Neff  in  Tokyo 


EUROPE:  EXPORTS 
AND  OPTIMISM 


F 


rom  Spain  to  Scandinavia,  ('Kits  are 
rediscovering  a  happy  pastime. 
Abandoning  their  frustrating  watch 
for  Germany's  Bundesbank  to  cut  inter- 
est rates,  they  are  finally  witnessing 
something  more  comforting— rising  cor- 
porate profits.  Merrill  Lynch  Europe 
strategist  Peter  Sullivan  sees  profits 
higher  everywhere  in  Europe  this  year, 
including  a  32%  boost  in  France,  39% 
in  Germany,  and  49%  in  Italy.  In  Swe- 
den and  Norway,  he's  looking  for  gains 
of  70%  and  a  huge  1,400%,  respectively. 

After  suffering  through  the  nightmare 
of  Maastricht  miscues,  currency  chaos, 
and  a  crumbling  competitiveness,  Eu- 
rope is  glimpsing  the  end  of  its  worst 
recession  in  four  decades.  The  recovery 
is  being  led  by  higher  exports  to  the 
vibrant  U.  S.  economy,  cheaper  money 
from  falling  interest  rates,  and  corpo- 
rate restructurings  that  have  boosted 
earnings.  "Across  industries,  optimism 
is  coming  back,"  says  Jean-Frarujois 
Phelizon,  chief  financial  officer  of  French 
glass  and  construction  materials  giant 
Saint-Gobain,  where  prices  are  firming 
and  business  looks  better. 

Europe's  ret  urn  to  growth  is  g  I 

news  for  a  global  economy  that  has  been 
firing  largely  on  its  U.  S.  cylinder.  Euro- 
pean Union  gross  domestic  product  could 
grow  1.3%  this  year,  after 
contracting 


ation 


K,n>too 


Indosuez  economist  Christopher  Potts. 

Even  so,  hope  is  returning.  With  im- 
proved cash  flow  and  cheaper  money, 
Philips  Electronics  has  pared  its  debt 
from  $8.7  billion  to  $4.0  billion.  In  Ger- 
many, moderate  wage  settlements  by 
metal  workers  and  public-sector  employ- 
ees could  bring  hourly  wage  gains  below 
2%  this  year,  says  Kermit  L.  Schoen- 
holtz,  Salomon  Brothers'  chief  European 
analyst.  That  should  help  bring  inflation 
down  to  2%  by  next  year,  allowing  the 
Buba  to  continue  trimming  short-term 
interest  rates,  now  at  5.8%. 

Similarly,  Europe's  exporters  are  mak- 
ing the  best  of  the  U.  S.  recovery.  In 
1993,  German  software  maker  sap  boost- 
ed exports  to  the  U.  S.  to  $140  million, 
up  150%  from  the  previous  year.  Other 
key  sectors  are  on  the  mend,  too.  Sir 
Anthony  Gill,  chairman  of  Lucas  Indus- 
tries PLC,  says  "the  bottom  has  been 
reached"  in  Europe's  depressed  auto 
market.  Italian  computer  maker  Olivetti, 
with  a  workforce  38%  smaller  than  five 
years  ago,  expects  to  break  even  in  1994 
after  years  of  heavy  losses.  Even  be- 
leaguered Air  France  enjoyed  an  18% 
pickup  in  traffic  through  February. 
TAX  WOES.  But  there  are  some  potential 
hazards  ahead.  A  round  of  fiscal  tighten- 
ing and  higher  taxes  could  dampen  con- 
sumer confidence  in  Germany,  France, 
and  Britain.  Even  the  export  boom  has 
its  limits.  While  Britain,  Sweden,  and 
Italy  used  freedom  from  German  mone- 
tary policy  to  devalue  currencies  and 
help  exports,  "the  boost  is  finished,"  says 
Richard  Freeman,  chief  economist  at 
British  chemical  maker  Imperial  Chemi- 
cal Industries  PLC.  "Export  growth 
will  now  have  to  come  from 
increased  demand." 
Still,  Europe's 
recov- 


C, 


0.75%  last  year. 
By  early  next  year, 
France,  Italy,  and  Germany 
should  be  on  the  way  to  matching  the 
2.5%  growth  rate  Britain  will  log  this 
year.  With  Japan  stirring,  Merrill 
Lynch's  Sullivan  sees  potential  for  a 
"virtuous  circle"  in  which  rising  exports 
lead  to  rising  demand,  boosting  pros- 
pects for  stronger  global  growth. 
NEW  LOOK.  But  while  Europe's  econom- 
ic profile  brightens,  it  bears  only  faint 
resemblance  to  that  of  the  prerecession 
Continent.  The  collapse  of  the  system 
of  managed  exchange  rates  has  produced 
a  European  economy  running  at  no  few- 
er than  five  speeds  (table).  With  12% 
unemployment  and  massive  public  defi- 
cits weighing  on  the  upturn,  "the  outlook 
is  for  underperformance,"  says  Banque 
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offers  a  gold- 
en opportunity.  The 
recession  exposed  labor- 
market  rigidities,  excessive  corpo- 
rate taxes,  and  overly  rich  social  pro- 
grams that  hurt  competitiveness.  New 
growth  will  provide  leeway  to  tackle 
those  problems  without  risking  a  political 
backlash.  If  EU  leaders  follow  through, 
Europe  could  find  its  way  to  healthier  fi- 
nances and  still-lower  interest  rates. 
That  could  turn  the  nascent  recovery 
into  a  vigorous  expansion. 

By  Bill  Javetski  in  Paris,  with  bureau 
reports 
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MEXICO  I 


WHICH  SIDE  (OF  THE  BORDER) 
ARE  YOU  ON?  WELL  BOTH 


U.S.  unions  use  a  NAFTA  side  accord  to  step  up  efforts  in  Mexico 


O 


felia  Medrano,  22,  stands  under 
a  blazing  sun  outside  a  Honey- 
well Inc.  plant  In  Chihuahua, 
Mexico,  handing  out  flyers  to  workers 
heading  home.  She  has  toiled  in  factories 
since  she  was  14,  but  five  months  ago 
she  was  discharged— along  with  20  fellow 
employees.  Honeywell  says  most  of  the 
dismissals  were  the  result  of  work  trans- 
fers. But  the  employees  and  the  U.  S. 
unions  that  back  them  charge  they  were 
punished  for  trying  to  organize  a  union 
at  the  maquiladora,  where  493  workers 
earn  an  average  of  $1  an  hour  making 
thermostats  and  other  products. 

Medrano  is  the  only  one  of  the  group 
who  refused  severance  pay  and  is  de- 
manding reinstate- 
ment in  her  job.  But 
she's  not  going  hun- 
gry. She  is  earning 
the  peso  equivalent  of 
$258  a  month  as  a  un- 
ion organizer,  thanks 
to  donations  from 
American  members  of 
the  Teamsters  and  the 
United  Electrical,  Ra- 
dio &  Machine  Work- 
ers of  America  (UE), 
and  from  1".  S.  nonun- 
ion support  groups. 
"We're  determined  to 
get  a  union  here," 
says  Medrano,  wear- 
ing a  T-shirt  embla- 
zoned with  the  UE 
name. 

What  Medrano  rep- 
resents is  a  growing  network  of  ties  be- 
tween U.S.  and  Canadian  labor  unions 
and  Mexican  workers  whose  low  wages 
and  miserable  working  conditions  were  a 
rallying  point  for  opponents  of  the  North 
American  Free  Trade  Agreement.  "As 
companies  become  global,  unions  must 
become  global,"  says  Jeff  Hermanson, 
organizing  director  of  the  International 
Ladies'  Garment  Workers  Union,  which 
is  giving  help  to  Mexican  unions.  "We 
are  late  starting,  but  we  are  going  to 
put  a  lot  of  effort  into  this  area." 

If  the  organizing  help  leads  to  pay 
gains  for  Mexican  workers,  the  narrow- 
ing wage  gap  could  slow  the  exodus  of 
U.  S.  jobs  to  Mexico.  Ironically.  U.  S. 
unions,  militantly  anti-NAFTA,  now  are 
using  the  law  to  help  their  cross-border 
campaigns.  The  Teamsters  have  filed  a 


complaint  against  Honeywell  with  the 
National  Administrative  Office,  set  up 
by  the  U.S.  Labor  Dept.  to  help  im- 
plement the  labor  pact.  And  the  UE  has 
filed  one  against  General  Electric  Co., 
which  makes  electric  motors  at  a  facto- 
ry employing  950  workers  in  Ciudad 
Juarez.  The  unions  charge  that  Honey- 
well and  GE  are  violating  labor  rights, 
including  firing  workers  for  organizing 
activity. 

FIRED  FOR  CAUSE.  The  right  to  organize, 
argues  the  UE,  is  endorsed  by  the  NAFTA 
side  accord  and  is  protected  by  Mexican 
law.  But  in  practice,  Mexico's  govern- 
ment, with  close  ties  to  the  official  Mex- 
ican Workers'  Confederation  It'TM),  uses 


>ai 


THE  TEAMSTERS  CHARGE  HONEYWELL  WITH  FIRING  WORKERS  FOR  UNION  ACTIVITY 


its  powers  to  block  independent  unions, 
says  the  UE.  In  the  cases  of  three  dis- 
charged workers,  GE  says,  settlements 
have  been  approved  by  the  Juarez  La- 
bor Conciliation  Board,  an  official  dis- 
pute-settlement office.  At  Honeywell, 
Priscilla  Wardlow,  vice-president  of  man- 
ufacturing for  building  controls,  says 
Medrano  was  fired  for  cause.  "She  was 
bothering  other  workers  and  being  dis- 
ruptive," says  Wardlow. 

In  any  case,  there's  only  so  much 
U.S.  unions  can  do  for  Mexican  workers 
under  the  NAFTA  labor  pact.  It  provides 
for  a  council  made  up  of  the  U.S.  and 
Mexican  Labor  Secretaries  and  Canada's 
Labor  Minister,  a  15-member  secretariat 
to  be  located  in  Dallas,  and  National 
Administrative  Offices  in  each  country. 
But  this  apparatus  will  have  only  limited 


powers  to  influence  labor  conditions 
the  three  countries. 

Nevertheless,  U.  S.  labor  unions  clea 
ly  hope  to  breathe  life  into  the  Adminis 
trative  Office's  powers  to  investigate 
complaints  and  hold  public  hearings 
Such  attention  could  help  deter  U. ! 
.companies  from  further  crackdowns  oi 
union  activists  and  also  put  politics 
pressure  on  the  Mexican  government  b| 
protect  labor  rights. 

What  launched  the  border  drive  ws 
an  alliance  formed  two  years  ago  by  thl 
UE  with  the  Authentic  Workers  Fronl 
(FAT),  a  small  independent  union.  Th  : 
UE  supplied  FAT  with  a  list  of  U.  S.  com  I 
panies  where  the  UE  had  locals  and  oth  | 
er  information,  as  well  as  financial  aid.  I 
also  promised  "solidarity  in  case  of  re  jtl 
pression,"  says  Amy  R.  Newell,  UE  gen  [' 
eral  secretary  treasurer. 

Other  U.  S.  unions  are  pursuing  differ  | 
ent  strategies.  The  ILGWU  helped  set  u]  5: 
the  Coalition  for  Justice  in  Maquiladoras  it 
which  includes  environmental,  religious  He 
and  community  groups.  One  target  ha:  p 
1  >een  health  and  safety  conditions  at  Ze  [ ; 

nith  Electronics  Corp.':  \ 
border  plants.  But  th< 
ilgwu  also  pursue;  | 
lower-profile  efforts  ii  jg 
the  garment  industrj  || 
where  many  U.  S  |l 
companies  operati  w 
through  small  contrac 
tors  abroad.  Say;  j, 
Hermanson:  "We  of  p 
ten  follow  the  worl  L 
from  U.  S.  companiei  r, 
into  Mexico  and  tall  | 
with  workers  abou  v, 
organizing." 
TOP   WAGES.    In  th(L 

ue's  border  campaign  I 
the  union-compan\  j- 
confrontation  has  beei  K 
ratcheting  up  sinct  i:. 
last  fall.  Robert  Vale 
rio,  31,  an  11-year  vet  t 


eran  at  the  GE  plant  earning  near-toi  : 
wages  of  S14  a  day,  says  he  was  firec  jk 
with  29  others  who  attended  a  meeting  t 
on  forming  a  union.  "Every  single  persoi  . 
who  attended  was  laid  off,"  Valerio  says  \{. 
Co-worker  Fernando  Castro,  27,  says  ht  ; 
was  fired  after  talking  with  a  U.  S.  pub  :i, 
lie  television  crew  during  a  visit  by  1 
delegation  from  UE  locals  in  California  g 
Ohio,  and  Pennsylvania. 

Sitting  under  a  poster  that  says  "Un  K 
ionism  Without  Borders,"  Castro  say:  [ 
the  Mexican  workers  convinced  the  vis  j| 
itors  they  don't  want  Americans'  jobs 
just  better  wages  and  more  rights.  "W< , 
can  get  that  under  NAFTA  if  we  cooper  yj 
ate."  Whether  that  is  so  will  soon  bfj. 
tested. 

By  Geri  Smith  in  Ciudad  Juarez  ant 
John  Pearson  in  New  York 


50  BUSINESS  WEEK/ APRIL  4  1994 


INTERNATIONAL  BUSINf  :, 


iternational  Outloo 


EDITED  BY  WILLIAM  J.  HOLSTEIN 


HY  CLINTON  CAN'T  USE  A  BIG  STICK 
1  NORTH  KOREA 


NORTH  KOREAN 
WEAPONS  ON  PARADE 


he  Clinton  Administration  is  nearing  a  moment  of  truth 
on  whether,  and  how,  to  stop  North  Korea's  nuclear- 
weapons  buildup.  Some  U.  S.  hawks  are  urging  President 
>n  to  get  tough  in  a  hurry  after  the  International  Atom- 
srgy  Agency  threw  up  its  hands  and  on  Mar.  21  referred 
isue  to  the  U.  N.  Security  Council, 
t  supporting  quick  U.  N.  economic  sanctions  against 
i  Korean  leader  Kim  Il-Sung  and  rattling  U.  S.  sabers 
:  likely  to  work.  Those  gambits  could  even  backfire, 
)ly  triggering  military  conflict  involving  the  37,000  Gls  in 
i  Korea.  To  make  matters  worse,  Washington's  ties  with 
i  powers  that  hold  the  real  keys  to  an  eventual  settle- 
,  particularly  China,  are  strained.  Even  South  Korean 
rs,  who  are  most  likely  to  be 
ay  Pyongyang's  nuclear  build- 
re  wavering  on  how  Wash- 
n  should  proceed, 
lat  does  the  81-year-old  Kim 
;  want?  With  his  plans  to 
fer  power  to  his  son  in  doubt 
lis  backward  economy  falling 
er  behind,  brandishing  the 
ar  threat  seems  to  be  Kim's 
best  chance  to  win  economic 
;ance  and  diplomatic  recogni- 
from  the  U.  S.  and  Japan, 
in  the  midst  of  the  nuclear 
down,  for  example,  he  is 
ng  foreign  investment  in  the 
m  River  area. 

w  Asia-based  analysts  believe 
ions,  even  if  they  could  be 
ced,  would  deter  the  old  man 
using  the  nuclear  bluff  to  win 
)mic  gains  and  recognition, 
iby  saving  his  regime.  Says 
ie  to  South  Korean  President 
Young  Sam  in  Seoul:  "Kim  II- 
wants  survival." 
grip.  To  avoid  tripping, 
lington  will  have  to  watch  an  intensive  round  of  diploma- 
)w  taking  place  among  China,  Japan,  and  South  Korea, 
e  talks  suggest  that  the  North  Korean  threat  is  playing 
1'hina's  hands.  China's  leaders  hold  the  strongest  cards  be- 
;  they  supply  Pyongyang  with  oil,  food,  and  some  military 
lology.  The  stultifyingly  oppressive  Kim  regime  also 
;s  Beijing  look  positively  democratic  in  comparison  and  re- 
s  the  Americans  just  how  important  the  Chinese  are 
egically. 

;spite  public  assurances  from  senior  Administration  offi- 
to  the  contrary,  the  Chinese  are  in  no  mood  to  go  meek- 
)ng  with  U.  S. -inspired  sanctions  against  a  longtime  ally, 
mats  in  Beijing  say.  That's  doubly  true  now  that  the 
ese  are  engaged  in  a  public  war  of  words  with  the  U.S. 
human  rights  and  most-favored-nation  trading  status, 
ie  Chinese  also  would  likely  extract  a  high  price  in  ex- 
ge  for  any  help.  Beijing  diplomats  speculate  that  China 
d  demand  admission  to  the  General  Agreement  on  Tariffs 


THE  ASIAN  PLAYERS 


CHINA  Supplies  energy  and  food  to  North  Korea 
but  would  extract  a  high  price  in  exchange  for  pres- 
suring Pyongyang 

JAPAN  North  Korean  residents  in  Japan  provide 
largest  flow  of  hard  currency  to  Pyongyang 

SOUTH  KOREA  Wants  to  stop  the  nuclear  buildup  but 
doesn't  want  to  risk  a  North  Korean  collapse 


&  Trade  this  year  or  that  the  U.  S.  put  an  end  to  the  annual 
debates  over  its  MFN  status.  Another  plum  might  be  U.  S.  sup- 
port for  allowing  Beijing  to  host  the  Olympic  Games  in  2004. 
"The  Chinese  are  definitely  aware  of  the  diplomatic  potential 
of  North  Korea,"  says  a  Western  diplomat.  Any  of  these 
deals  would  pose  an  agonizing  choice  for  Washington:  trading 
its  high  moral  ground  on  human  rights  in  China  for  nuclear  de- 
terrence in  North  Korea. 

secret  paths.  Unless  the  Chinese  get  what  they  want,  there  is 
no  way  the  other  U.  N.  powers  can  make  sanctions  stick. 
The  Chinese  border  with  North  Korea  runs  through  mountain- 
ous territory,  and  South  Korean  sources  say  China  could  allow 
goods  to  pass  through  indefinitely  with  the  outside  world 

scarcely  the  wiser. 

Despite  its  own  trade  strains 
with  Washington,  Japan  seems 
more  likely  to  go  along  with  U.  N. 
sanctions,  at  least  officially.  But 
Tokyo  probably  wouldn't  be  able  to 
stop  the  estimated  $600  million 
that  flows  to  Pyongyang  from  Ja- 
pan each  year.  Most  of  that  hard 
currency,  the  North's  major  source 
of  financial  support,  comes  from 
the  pachinko,  or  pinball,  industry 
controlled  by  North  Korean  resi- 
dents of  Japan.  Koreans  carry  cash 
on  frequent  visits  to  the  homeland, 
evading  Japanese  controls. 

Even  the  South  Koreans  are 
proving  difficult  to  read.  On  the 
one  hand,  Seoul  is  supporting  mil- 
itary measures,  including  resched- 
uling the  Team  Spirit  military 
exercises  with  the  U.  S.  and  de- 
ploying 192  Patriot  missiles.  But 
on  the  other  hand,  some  top  Kore- 
an analysts  are  privately  appealing 
to  the  U.  S.  to  strike  a  deal  with 
Kim,  giving  him  billions  of  dollars 
and  allowing  him  chaemyun,  or  face-saving.  The  reason:  They 
don't  want  the  North  to  collapse,  forcing  them  to  undertake  an 
expensive  German-style  unification.  With  those  kinds  of  con- 
flicting signals  from  Seoul,  the  Americans  are  at  risk  of  get- 
ting out  ahead  of  their  South  Korean  allies. 

Overall,  the  Asians  seem  to  agree  that  a  waiting  game  is 
better  than  sudden  confrontation.  That  allows  Pyongyang  to 
pursue  its  buildup,  but  the  Asians  are  betting  Kim  will  die  and 
his  government  will  collapse  before  the  North  builds  a  full  ar- 
senal and  the  missiles  to  deliver  those  weapons. 

If  the  Americans  provoke  a  confrontation  that  their  Asian 
allies  don't  support,  it  would  badly  undermine  U.  S.  diplomacy, 
already  reeling  in  the  region.  Rather  than  making  North  Ko- 
rea a  quick  test  of  decisive  U.  S.  leadership,  Clinton  may 
have  little  choice  but  to  adopt  Asian-style  patience  in  dealing 
with  one  of  the  world's  potentially  most  explosive  standoffs. 

By  Laxmi  Nakarmi  in  Seoul,  Joyce  Barnathan  in  Beijing,  and 
Robert  Neff  in  Tokyo 
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FAST  FOOD  I 


'SOMEONE  WOKE 
THE  ELEPHANTS' 


When  the  burger  kings  fight  cheap  with  cheap,  Checkers  loses 


■  t  has  become  a  common  tale  in  busi- 
I  ness:  A  small,  nimble  upstart  finds 
H  an  untapped  market  niche  and  quick- 
ly stakes  a  claim  while  the  bureaucracy- 
bound  behemoths  flounder.  But  what 
happens  when  the  giants  fight  back? 

Checkers  Drive-In  Restaurants  Inc. 
is  finding  out— painfully.  The  eight-year- 
old  chain,  based  in  Clearwater,  Fla., 
looked  as  if  it  had  the  fast-food  formula 
for  the  1990s.  It  offered  quick  service, 
low  prices,  and  a  limited  menu  focused 
on  burgers,  fries,  and  cola— the  strategy 


oper,  discounted  short-sellers  who  said 
Checkers  was  ripe  for  a  fall.  "We're  not 
a  flash  in  the  pan,"  Mattei  told  BUSI- 
NESS week  in  January.  "The  newness 
is  off  of  who  we  are,  but  we  have  so 
many  opportunities." 

Turns  out  the  doubters  had  a  point. 
On  Mar.  9,  Mattei,  45,  announced  he 
was  retiring  as  president,  citing  person- 
al and  family  reasons.  A  week  later, 
Checkers  announced  it  was  scaling  back 

RETRO  SELL:  AN  ORLANDO 
CHECKERS 


Whoppers  and  adopted  a  "back-to-basics' 
strategy  emphasizing  its  core  menu.  u'. 
think  we  are  the  major  reason  they  an 
in  pain,"  says  Burger  King  franchise* 
Jerry  Ruenheck.  Sales  at  his  Tampa-ares 
stores  are  up  10%  since  the  shift:  "We'n 
winning  the  share-of-belly  battle." 

It  looks  that  way:  Checkers'  sales  ir 
stores  open  a  year  or  more  fell  5.9%  ir 
1993— a  sharp  reversal  from  the  9.3/< 
gain  of  1992.  Changes  in  sales  at  existing 
stores  are  a  key  barometer  in  the  fast- 
food  industry.  While  Checkers  attributec 
the  drop  mainly  to  cannibalization  iron 
its  own  new  units,  it  also  cited  increasec 
competition  as  a  factor. 
widespread  squeeze.  Checkers  wasn't 
the  only  regional  upstart  to  feel  the  big 
guys'  wrath.  Rally's  Hamburgers  Inc. 
a  double  drive-through  based  in  Louis 
ville,  saw  existing-store  sales  fall  1.6% 
for  the  52-week  period  ended  Jan.  2. 

If  Checkers  and  Rally's  have  a  com 
mon  problem,  they  may  also  share  at) 


least  a  partial  answer.  At  the  moment^ 


SMALL  FRY  WOES 


REAL  ESTATE  Big  chains  have  the  best 
locations.  Upstarts  have  to  settle  for 
out-of-the-way  spots. 


ADVERTISING  Many  chains  have  too 
small  a  presence  in  individual  markets 
to  support  TV  advertising. 


SELECTION  Limited  burgers-and-fries 
menus  help  the  upstarts  provide 
speedy  service  but  hamper  their 
ability  to  roll  out  new  products — a 
staple  of  the  big  chains'  promotions. 


McDonald's  and  Burger  King  were 
founded  on,  but  which  the  giants  seem- 
ingly forgot  as  they  fumbled  with  pizza 
and  table  service.  Checkers  kept  to  the 
basics:  99C  burgers,  two  drive-through 
windows  to  get  cars  through  quickly, 
walk-up  service,  and  no  inside  seating. 
chef  shift.  The  strategy  paid  off.  Reve- 
nues rose  from  $50.5  million  in  1991,  the 
year  Checkers  went  public,  to  $189.5 
million  in  1993.  Profits  went  from  $4 
million  in  1991  to  $15.1  million  in  1993, 
and  the  chain  grew  to  277  company- 
owned  stores  and  177  franchised  out- 
lets. Checkers'  stock  went  public  at  3% 
and  traded  as  high  as  17%,  adjusted  for 
three  stock  splits,  by  November,  1992. 
Consultant  Technomic  Inc.  rated  Check- 
ers the  fastest-growing  U.  S.  restaurant 
chain  in  1992.  Checkers  Founder  James 
Mattei,  an  Alabama  real  estate  devel- 


expansion  plans  to  200  restaurants  from 
260  this  year  and  would  post  its  first 
quarterly  loss  as  a  public  company,  tak- 
ing a  charge  of  $4.5  million  to  cover 
costs  of  moving  and  swapping  some  res- 
taurants. As  of  Mar.  21,  the  stock  had 
fallen  to  7%.  Mattei  remains  on  the 
board.  James  F.  White  Jr.,  who  joined 
the  company  in  February,  1993,  as  chief 
operating  officer,  became  president.  Mat- 
tei did  not  return  phone  calls  seeking 
comment,  and  White  declined  requests 
for  interviews. 

What  happened?  "Someone  woke  the 
elephants,"  says  Robert  Morrison  of  the 
Morrison  Agency,  Checkers'  former  ad 
agency.  McDonald's  and  Wendy's  have 
increasingly  been  chasing  budget-minded 
customers  with  "value  pricing."  But  the 
real  blow  came  last  fall,  when  Miami- 
based   Burger  King  introduced  99<E 


each  is  spread  too  thin  to  make  TV  ad 
vertising  practical.  So  they're  swapping 
18  restaurants  to  gain  concentration  and 
clout  in  individual  markets.  Checkers  is 
getting  Rally's  stores  in  Atlanta  and  Mi- 
ami, plus  three  undeveloped  sites,  whilej 
giving  up  units  in  six  markets. 

But  the  small  fry  face  other  prob 
lems.  Fast-food  chains  often  jump-start 
sales  by  offering  promotional  items  for  a 
limited  time— chicken  fajitas,  for  exam- 
ple. That's  difficult  for  Checkers  be- 
cause its  kitchens  are  set  up  for  efficient 
delivery  of  burgers  and  fries  and  may 
bog  down  on  more  esoteric  fare,  says' 
Technomic  analyst  Nancy  Kruse.  None- 
theless, Checkers  has  started  selling  Ca- 
jun  Chicken  and  other  promotional 
items.  The  elephants,  no  doubt,  will  be 
watching. 

By  Gail  DeGeorge  in  Clearwater,  Fla. 
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Choose  The  BRA 
With  Fidelity's  Proven 
Fund  Performance 


At  Fidelity,  we  are  committed  to  offering  you  an  IRA  where 
performance  and  value  come  first.  We  think  you'll  agree 
that  no  one  can  give  you  more  for  your  IRA  today. 

Bring  Our  Equity  Experience 
To  Your  IRA... 

That's  why  we  offer  you  a  full  range  of  stock 
funds  with  performance  records  that  speak 
for  themselves.  You  can  choose  from  funds 
that  take  a  balanced  path  to  income  and 
long-term  growth,  to  those  that  take  a  more 


Compare  These  Equity 
Choices  For  Your  IRA 


Average  Annual  Returns  t 


1  Year 


5  Year       Life  of  Fund 


Morningstar' 
Rating 


Fidelity  Puritan  Fund 


21.45°"   14.34%    14  65%     **  * 

(10  Year)  ** 


Fidelity  Equity-Income  II  Fund  18-89°' 


—  25.85% 

(8/21/90-  12/31/93) 


Fidelity  Growth  &  Income  Porttolio  1 5-94%  1 7-25J;     :S/93)  *A*~| 

] 


Fidelity  Contrafund 


17.78%   25.77%    17.30°°  ★** 

(10  Year)  ** 


aggressive  growth  approach.  Each  fund  is 
backed  by  the  management  expertise  that's 
helped  make  Fidelity  America's  largest 
stock  fund  manager.' 


Fidelity 


The  No-Load  No-Fee  IRA  - 
Our  Best  Retirement  Offer  Ever 

Fidelity  has  waived  the  sales  charges 

on  more  than  a  dozen  stock  funds  for  your 
IRA?  And  we've  also  waived  the  IRA  fee  on 
mutual  fund  accounts  with  a  balance  of 
$5,000  or  more  held  in  a  Fidelity  IRA,3  or 
if  you  trade  at  least  twice  in  your  Fidelity 
Brokerage  IRA.4  Call  for  more  details. 

Transfer  Your  Retirement 
Savings  to  Fidelity 

Whether  you  are  transferring  your  IRA  or 
rolling  over  an  eligible  rollover  distribution 
from  an  employer's  plan, 
Fidelity  will  help  make  it 
easy  for  you. 

Simply  call  today  for 
a  free  IRA  fact  kit  and 
ask  about  our  free 
Retirement  Plan- 
ning Guide.  Com- 
plete and  return  your 
application  and  transfer  form, 
and  we'll  handle  the  details. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 
Investments® 


>r  more  complete  information  including  charges  and  expenses  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  tTotal  returns  for  the  period  ended  1 2/3 1/93 
•e  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Returns  for  Growth  &  Income  Portfolio  and  Contrafund  include  the  effects  of  the  funds' 
X>  sales  charge.  Returns  for  Puritan  Fund  would  have  been  lower  if  its  2%  sales  load  had  been  deducted.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will 
117  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  *Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  January  31.1 994.  The  ratings  are 
tbject  to  change  every  month.  Morningstar  ratings  are  calculated  from  the  funds'  three-,  five-,  and  10-year  average  annual  returns  including  loads,  if  appropriate,  and  a  risk  factor  that 
■fleets  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars.  'Fidelity  manages  over  $125  billion  in  equity 
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STRATEGIES  I 


TOYOTA 
RETOOLED 


Profits  and  global  output  are  up,  and  new  models  are  on  the  way 


MUSCLE  MAN 

President  Toyoda 
has  triumphed 
without  plant 
closings  or  layoffs 


has  been  the 
for  most  of  those  five 
decades,  was  in  a  starkly 
different  frame  of  mind. 
Seated  before  two  shim- 
mering Japanese  folding 
screens,  Toyoda  admon- 
ished the  suppliers  to 
"get  back  to  basics." 

Costs  had  spiraled 
during  Japan's  late- 1980s 
"bubble  economy,"  he 
warned.  Toyota  cars 
were  overengineered  and 
too  expensive.  The  com- 
pany had  lost  sight  of 
what  its  customers  want- 
ed. "We  need  to  put  our 
house  in  order,"  he  said. 
Then,  he  closed  with  an 
emotional  call  to  rekin- 
dle the  company's  "zeal- 
ous founding  spirit."  The 
suppliers  filed  out  to  a 
sushi  buffet  and  whisky, 
duly  chastened. 
HIDEBOUND?  That  re 
lentless  intensity  is  one 
reason  Toyota  is  pulling 
out  of  Japan's  economic 
slump  in  fighting  shape. 
For  nearly  three  years 
running,    Toyota  has 


Last  December,  a 
group  of  Toyota 
Motor  Corp. 
parts  suppliers  invit- 
ed Eiji  Toyoda,  the 
company's  honorary 
chairman,  to  speak  at 
their  association's  50th 
anniversary  celebra- 
tion in  Nagoya.  In 
that  half-century,  the 
suppliers  had  helped 
transform  Toyota  from 
a  struggling  carmaker 
into  the  world's  third- 
largest  auto  manufac- 
turer. For  that,  they 
might  deserve  con- 
gratulations. 

But  Eiji,  80,  who 
company's  driving  force 


PRODUCTION  OVERSEAS 
IS  DOUBLING... 
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ARE  MOUNTING 
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been  battered  by  a  strong  yen  that  has 
cut  profit  margins  as  well  as  market 
share  abroad.  At  home,  sales  are  off 
18%  from  their  1990  peak  of  2.5  million 
vehicles.  The  company,  once  the  world's 
most  profitable  auto  maker,  is  expected 
to  squeak  through  its  current  fiscal  year 
with  a  gain  of  about  SI  billion  on  sales 
of  $90  billion  (charts).  Critics  are  saying 
that  its  hidebound  management  style, 
as  well  as  uncertainty  over  the  founding 
family's  future  in  the  company,  has 
caused  Toyota  to  lose  focus. 

But  suddenly,  Toyota  is  beginning  to 
demonstrate  its  underlying  strengths. 
The  recession  has  cornered  competitors 
such  as  Nissan,  Mazda,  and  Honda  into 
model-sharing  agreements.  And  with 
Nissan  and  Mazda  deeply  in  the  red, 
many  analysts  predict  further  cuts  to 
their  model  offerings  and  dealer  outlets. 

That's  sure  to  hurt 
when  the  market  turns 
up  again. 

In  contrast,  and  with- 
out closing  a  single  fac- 
tory or  laying  off  a  sin- 
gle worker,  Toyota  is 
muscling  through  on  the 
strength  of  its  $14  bil- 
lion in  cash  holdings— en- 
viously dubbed  "the 
Bank  of  Toyota."  That 
cash  hoard  is  building 
again  after  dwindling 
during  the  crunch  peri- 
od. "The  longer  the  re- 
cession has  continued, 
the  better  relative  shape 
Toyota  finds  itself  in," 
says  Andrew  Blair- 
Smith,  an  analyst  at 
Barclays  de  Zoete  Wedd 
Ltd.  in  Tokyo. 

Profits  should  re- 
bound starting  this  fall, 
he  predicts,  as  cost  sav- 
ings kick  in  and  the 
Japanese  economy  turns 
up.  At  that  point,  Toy- 
ota's commanding  42% 
market  share  will  mean 
big  revenue  growth  at 


SUPRA 

A  pricey,  high-profile 

coupe  meant  its  hopes  on  the 

to  make  a  statement  RAV-4,  a  sport-util- 
ity vehicle  aimed 
at  city  dwellers,  which  is  scheduled  to 
debut  in  April.  A  newly  revamped  Celi- 
ca  is  already  out,  and  spiffed-up  ver- 
sions of  the  Tercel  and  Camry  are 
planned  for  Japan  this  fall. 

Internationally,  the  company  will  suc- 
ceed this  year  in  doubling  its  overseas 
production  from  just  five  years  ago,  eas- 
ing the  sting  of  a  strong  yen.  On  Mar.  1, 
Toyota  dedicated  its  second  auto  plant  in 
Georgetown,  Ky.,  at  a  cost  of  $800  mil-Id 
lion.  That  plant  is  a  milestone  for  several  is 
reasons.  First,  it  will  produce  the  Aval- 
on,  a  U.  S. -designed  four-door  sedan  ex- 
pected to  allow  Camry  owners  to  "step 
up"  to  a  larger,  more  luxurious  model,  i! 
The  six-cylinder  Avalon  will  be  priced 
around  $25,000  when  it  goes  on  sale  this 
fall,  overlapping  with  the  Lexus  ES  300. 

The  new  plant  also  means  that  Toy- 
ota's total  investment  in  Kentucky  now  it 
exceeds  $2  billion,  giving  it  the  second- 
largest  manufacturing  presence  of  any 
Japanese  auto  maker,  just  behind  Hon- 1* 


til! 
I! 

|n 

J 

Sit 
tte 


54  BUSINESS  WEEK/APRIL  4,  1994 


THE  CORPORATIOT 


AVALON 

With  it,  Toyota  will 
make  and  sell  more 
cars  in  the  U.S. 
than  it  imports 


Not  everyone  is 
convinced  Toyota  is 
back  on  track. 
Some  say  the  com- 
pany that  invented 


Ohio  operations.  Moreover,  the 
getown  plant  guarantees  that  Toy- 
/ill  soon  produce  and  sell  more  cars 
e  U.  S.  than  it  imports,  giving  the 
>any  a  crucial  measure  of  protec- 
against  the  vagaries  of  trade  friction 
yen-dollar  movements, 
it  further  growth  in  the  U.  S.  is  ex- 
id  to  come  only  gradually.  The  corn- 
suffered  through  a  dreary  open- 
:o  the  year,  with  Lexus  sales  off 
and  Toyota  cars  and  trucks  off  2% 
market  that  gained  15%  overall, 
few  doubt  that  a  turnaround  will 
!.  New  offerings,  such  as  the  Avalon 
the  redesigned  Tercel  this  year,  at  a 
price  of  about  $10,000,  are  expected 
It  sales  upward  again.  The  LS  400, 
lagship  of  the  Lexus  division,  is  be- 
•edesigned  from  the  ground  up  and 
go  on  sale  this  fall, 
eanwhile,  Toyota  has  two  of  the 
3st  image-building  cars  around.  Its 
-old  Supra,  which  costs  from  $37,000 
50,000,  continues  to  sell  well  against 
r  imported  sports  cars.  And  the 
)00  Land  Cruiser,  a  luxury  sport- 
y  vehicle,  is  in  chronic  short  supply, 
•all,  in  the  U.  S.,  "we  will  sell  more 


this  year  than  last  LAND  CRUISER 

year,"    says    Yale  Toyota's  top  entry  in 
Gieszl,    executive  the  fast-growing 
vice-president  for  sport-utility  market 
Toyota  Motor  Sales 

U.S.A.  Inc.  in  Torrance,  Calif.  Bigger 
gains  will  come  with  remodeled  offer- 
ings, such  as  the  Camry  in  1996  and  the 
Corolla  in  1997. 

Taken  together,  the  company's  moves 
at  home  and  abroad  suggest  that  it's 
ready  for  the  next  leg  of  growth.  "When 
Toyota  comes  out  of  this  current  crunch, 
they're  going  to  be  leaner,  meaner,  rich- 
er, and  tougher,"  says  James  C.  Abeg- 
glen,  chairman  of  Gemini  Consulting 
(Japan)  in  Tokyo. 

Also  bigger.  Higher-ups  may  have 
dropped  talk  of  "Global  10,"  Toyota's  ag- 
gressive-sounding 1980s  drive  to  capture 
one-tenth  of  the  world  auto  market.  But 
its  seemingly  less  threatening  goal  of 
selling  6  million  cars  by  2000  would  ac- 
complish much  the  same  thing.  "We  may 
not  see  the  rapid  growth  of  the  past," 
says  a  soft-spoken  President  Tatsuro 
Toyoda  in  a  spacious  conference  room 
overlooking  Tokyo.  "But  there  will  be 
opportunities  for  steady  growth." 


lean  production  and  cut  manufacturing 
costs  to  the  bone  needs  a  dramatic  re- 
structuring of  a  white-collar  workforce 
even  it  admits  is  bloated.  Auto  analyst 
Maryann  Keller  argues  that  Toyota 
should  fire  several  thousand  white-collar 
workers  and  close  two  or  three  factories 
that  represent  excess  capacity.  "They've 
got  to  reinvent  the  company,"  she  says. 
revolutionary  fuss.  But  Toyota  isn't 
listening.  Lifetime  employment,  promo- 
tion based  on  seniority,  and  consensus 
decision-making  will  remain  at  the  heart 
of  the  company's  culture.  Toyota  will 
tinker,  experiment,  modify,  and  try  to 
change  gradually.  It  has  "flattened"  its 
corporate  pyramid  by  eliminating  ranks 
and  has  tried  to  introduce  a  promotion- 
and-pay  system  that  depends  more  on 
performance.  It's  even  looking  to  hire 
a  handful  of  midcareer  designers  whose 
compensation  will  be  based  entirely  on 
performance— without  guaranteed  life- 
time employment.  The  initiatives  sound 
new,  even  revolutionary  by  Japanese 
standards.  But  they're  only  attempts  to 
fuss  with  the  system  around  the  edges. 

Far  from  viewing  Japanese  traditions 
as  a  ball  and  chain,  Toyota  is  out  to 
prove  they  remain  viable.  "The  Japanese 
way  of  business  is  still  competitive,"  as- 
serts Executive  Vice-President  Iwao  Iso- 
mura,  one  of  a  handful  of  professional 
managers  considered  candidates  to  even- 
tually become  the  company's  first  non- 
Toyoda  family  president  in  decades. 

Instead  of  slashing  white-collar  ranks, 
Toyota's  solution  to  its  cost  dilemma  is 
distinctly  old-fashioned:  seeking  savings 
through  relentless  manufacturing-and- 
design  frugality.  As  a  result,  the  com- 
pany is  racing  past  its  own  cost-cutting 
goals  and  expects  to  shave  $1.5  billion 
this  year.  Toyota  is  determined  once 
again  to  design  and  build  the  no-frills, 
reliable,  workaday,  "value  for  money" 
cars  that  made  its  reputation. 

The  cost-cutting  effort  started  by 
trimming  excess  from  cars  already  in 
production— an  inch  of  extra  wire  here,  a 
plastic  attachment  there.  And  the  new 
Corona  and  Carina  share  front-  and  rear- 
door  panels  and  windshield  glass,  and 
both  use  the  same  interior  dashboard 
as  the  Celica.  The  cost  savings  from  re- 
designing cars  from  the  ground  up  is  fi- 
nally showing  results.  By  cutting  the 
cost  of  the  Celica  by  approximately  10%, 
for  example,  the  company  saved  $660 
million  on  materials  and  factory  expens- 
es in  the  first  half  of  this  fiscal  year. 
Toyota  is  shooting  to  save  $950  million 
more  in  the  second  half. 

Fewer  than  half  of  the  company's 
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Sure  they're  fast. 


Sitting  behind  the  wheel 
ol  a  Pentium™  processor  is 
like  driving  one  of  those 
sports  cars  that  private  eyes 
in  Hawaii  drive. 


screen,  windows  open  like 
they've  got  some  grease  in 
the  tracks,  and  everything 
just  plain  moves  taster. 
But  il  that's  not  last 


Pentium 

■processor 


■processor 

But  at  these  prices, 


But  maybe  you're  not  a 
private  eye  in  Hawaii. 
Maybe  you  have  to  stick 
to  a  budget. 

Th  at's  not  a  problem 
anymore. 


enough  lor  you,  we'll  soup 
the  whole  thing  up  to  66 
MHz  tor  a  few  bucks 
more.  Just  ask  lor  our 
LPx  566. 


you  can  a 


The  new  DliCpc  LPx 
5b0  has  a  high-performance 
Pentium  chip  and  a  low 
sticker  price.  Just  $2,499: 

Not  only  that,  the  LPx 
has  our  local  PCI  bus. 


Of  course, 
both  models 
come  standard  with 
our  three-year  limitec 
warranty. 

Now  you  can  blow 


the  speeding  tickets. 


Put  any  other  bus  with  a 
Pentium  chip  and  you're 
sticking  a  dinky  carburetor 
on  u  racing  engine. 

With  a  local  PCI  bus, 
graphics  snap  onto  the 


down  the  highway  without  a 
lot  ol  money  in  your  pocket. 

That  expensive  speed 
trap  is  gone. 

Call  1-800-670-9545. 

Please  reference  BUV  when  you  <  .ill 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 
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conomics 


Is  have  undergone  this  kind  of 
ny.  Currently,  for  example,  bread- 
utter  offerings  such  as  the  Corolla 
lorona  are  under  the  knife  in  prepa- 
i  for  release  next  year  and  the 
after.  "Where  Toyota  has  to  put 
forts  is  the  high-volume  core  prod- 
says  Christopher  W.  Cedergren, 
r  vice-president  at  AutoPacific 
)  Inc.,  a  Santa  Ana  (Calif.)  market 
rcher.  "But  it  wouldn't  surprise  me 
3  them  take  a  full  15%  or  20%  out 
i  cost." 

iota's  grind-it-out  approach  is  cre- 
more  believers  these  days  in 
}.  Long-term  enthusiasm  for  the 
any  remains  strong  on  the  stock 
st.  Its  share  price  has  climbed  60% 
last  March,  based  largely  on  the 


Racing  past  its  own 
cost-cutting  goals, 
yota  expects  to  shave  off 
$15  billion  this  year 


y  that  Toyota  will  come  back 
^  when  the  market  turns  up  again. 
;er  all,  it  is  emerging  as  Japan's 
true  full-line  car  manufacturer, 
s  the  underlying  message  in  Toy- 
introduction  of  the  sport-utility 

4  at  a  time  when  other  manufac- 
s  are  narrowing  their  product  of- 
;s.  "The  consumer  still  wants  di- 
;y,"  says  Barclays  de  Zoete  Wedd's 
Smith.  "The  question  is,  how  much 
ou  afford  to  supply?" 

one  is  arguing  that  Toyota  is  go- 
>  return  to  the  heady  days  of  the 
and  '80s,  when  it  seemed  unstop- 
.  This  time  around,  the  field  will  in- 
more  than  just  the  Japanese.  Gen- 
Jotors  Corp.'s  Saturn  and  Chrysler 
's  Neon  (dubbed  the  "Japanese  Car 
in  Japan)  are  proof  that  the  Big 

5  do  not  plan  to  leave  Toyota  un- 
;nged. 

t  Toyota's  tough  sledding  in  the 
three  years  shouldn't  mislead  the 
I  into  thinking  it's  out  of  the  race. 
'  signs  of  a  revitalized  Toyota 
d  serve  as  a  sober  warning  for  De- 
however  justified  its  recent  crow- 
iver  gains  in  quality  and  market 
i.  Says  Kleinwort  Benson  Interna- 
I  Inc.  analyst  Steve  Usher:  "If  De- 
thinks,  'that's  it,  we've  done  it,' 
re  in  for  another  rude  awakening." 
>ual,  Toyota  is  doing  what  it  has  al- 
done— only  better. 
William  Spindle  in  Toyota  City, 
Larry  Armstrong  in  Los  Angeles, 
s  B.  Treece  in  Detroit,  and  bureau 
ts 


CYCLES  I 


A  TONIC  FOR 

THE  BUSINESS  CYCLE 


Just-in-time  delivery  may  be  the  remedy  for  wild  inventory  swings 


Just-in-time  has  come  of  age.  Keep- 
ing inventories  lean  to  hold  down 
costs  was  easy  when  business  was 
slow  and  manufacturers  had  plenty  of 
spare  capacity  to  meet  unexpected  de- 
mand. Now,  with  a  stronger  economy, 
companies  face  the  possibility  of  losing 
sales  because  their  shelves  are  empty. 

Nonetheless,  manufacturers  are  re- 
sisting the  temptation  to  refill  ware- 
houses. Instead,  they  are  sticking  with 
jit,  which  uses  automated  purchasing, 
production,  and  sales  systems  to  allow 
companies  to  receive  parts  just  prior  to 
assembly.  The  result: 
smaller  inventories  of 
both  parts  and  final  prod- 
ucts. Indeed,  unlike  most 


INVENTORIES  ARE 
GETTING  LEANER 
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previous  recoveries,  in- 
ventories have  risen 
slower  than  sales. 

Staying  lean  can  save 
business  billions  of  dol- 
lars, freeing  money  for 
investment  or  dividends. 
And  it  may  help  explain 
why  the  recession  of 
1990-91  was  fairly  mild 
and  why  the  economy 
was  so  slow  getting  back 
up  to  speed.  In  the  long 
run,  the  trend  to  lean  in- 
ventories should  act  as  a  kind  of  wonder 
drug  for  the  business  cycle,  boosting 
the  lows  and  tempering  the  highs. 
still  wary.  Not  too  many  years  ago, 
business  cycles  were  in  good  part  driven 
by  the  ups  and  downs  of  inventories. 
As  sales  boomed,  producers  built  up 
stocks  in  anticipation  of  ever-greater  de- 
mand. But  if  the  economy  slowed,  com- 
panies suddenly  found  themselves  with 
warehouses  full  of  TV  sets  and  acres  of 
unsold  cars.  Workers  were  laid  off  as 
production  fell.  Only  after  shelves  final- 
ly emptied  would  workers  be  rehired. 
Then,  as  the  economy  strengthened, 
businesses  would  build  up  inventories, 
and  the  whole  circle  would  start  again. 

This  time,  things  seem  quite  different. 
When  the  recession  started  in  mid- 1990, 
companies  already  had  their  inventories 
under  control.  So  the  ratio  of  inventories 
to  sales  rose  by  a  meager  5%,  compared 


RATIO  OF  NONFARM 
INVENTORIES  TO 
FINAL  SALES 
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with  15%  during  the  1981-82  recession. 

Despite  a  big  pickup  in  demand  in 
recent  months,  businesses  are  being  cau- 
tious. Current  inventory  levels  are  a 
mere  2%  to  3%  above  optimum  levels, 
figures  economist  Michael  K.  Evans. 
And  he  doesn't  expect  them  to  grow 
much  more.  "It  looks  like  the  inventory 
buildup  is  pretty  much  complete,"  says 
Evans. 

That's  because  new  inventory  sys- 
tems have  become  ingrained.  General 
Electric  Co.'s  appliance  division  is  still 
catching  up  with  consumers,  who  have 
been  buying  refrigerators 
and  the  like  at  a  break- 
neck pace.  But  Richard 
L.  Burke,  vice-president 
for  purchasing,  technolo- 
gy, and  manufacturing, 
has  no  regrets  about  fo- 
cusing on  short  produc- 
tion cycles  and  fast 
turnarounds.  "It's  abso- 
lutely worth  the  price," 
he  says.  "We're  going  to 
leanness  everywhere." 
NO  RETREAT,  jit  means 
that  companies  also  have 
to  get  a  better  handle  on 
production  and  quality, 
since  they  can't  pull 
stock  off  the  shelf  to  replace  rejects  or 
cover  for  manufacturing  problems.  Last 
fall,  General  Motors  Corp.  fell  short  of 
production  goals  by  90,000  cars  and 
trucks,  largely  because  of  snafus  at  its 
Tonawanda  (N.Y.)  engine  plant.  But 
there  won't  be  any  inventory  backsliding 
at  GM.  Says  Alan  S.  Dawes,  executive  in 
charge  of  operations  at  GM's  auto  com- 
ponents group:  "There's  absolutely  no 
way  we're  going  away  from  just-in-time." 

That  attitude  may  do  more  than  help 
turn  around  GM.  It  may  also  improve 
the  nation's  long- term  economic  health. 
Leaner  inventories,  says  Northwestern 
University  economist  Robert  J.  Gordon 
"may  have  made  a  permanent  contribu- 
tion to  reducing  the  impact  of  the  busi- 
ness cycle." 

By  Howard  Gleckman  in  Washington, 
with  Zachary  Schiller  in  Cleveland  and 
James  B.  Treece  in  Detroit. 


lies 
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Because  there  are  some  things 


Driver  and  passenger  air  bags.  Anti-lock  brakes.  A  steel 
safety-cage  body  unit.  And  a  range  of  other  safety  features, 
designed  both  to  help  you  avoid  collisions  and  to  help  - 

protect  you  should  one  occur.  You  can't  buy  a 
^^"^  LeSabre  without  them.  To  learn 

more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Terri  Guthrie  may 
never  win  a  Nobel  Prize, 
but  maybe  one  of 
her  students  will. 


There's  not  a  Nobel  Prize  for  teachers, 
but  Terri  Guthrie  of  Jackson  Middle  School  in 
Titusville,  Florida,  is  good  reason  for  creating  one. 

In  just  her  second  year  of  teaching,  Ms. 
Guthrie  has  mastered  a  rare  skill  —  the  ability 
to  make  a  seemingly  dry  subject  (in  her  case. 
Earth  Science)  exhilarating. 

She  attributes  much  of  her  ability  to  the 
four  weeks  she  spent  at  the  Academy  for 
Teachers  of  Science  and  Math  at  the  University 
of  Tennessee.  It's  an  intensive,  hands-on  pro- 
gram that  teaches  how  to  motivate  students  in 
personal  and  imaginative  ways. 

As  a  major  Academy  underwriter,  Martin 
Marietta  is  proud  to  join  government  and 
academia  in  supporting  excellence  in  education. 

And  we're  even  prouder  to  know  that 
thanks  to  Martin  Marietta  Fellows  like  Tern 
Guthrie,  more  students  are  getting  turned  on 
to  math,  science  and  the  environment. 

Who  knows,  one  may  even  some  day  win 
the  first  Nobel  Prize.  For  teaching. 
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The  Visible  World  of  the 

Smithsonian 


Spirit  of  St.  Louis, 
National  Air  and 
Space  Museum 


fames  Smithson 


Cover:  Clockwise  from  top 
left:  Charles  Lindbergh's 
Spirit  of  St.  Low's;  male 
figure  maile  by  the  Bamum 
peoples  of  Cameroon  ;  the 
"Hellier"  violin  (1 679),  by 
Antonio  Stradivari;  "Point 
of  Tranquility ,"  by  20th- 
century  artist  Morris  Louis; 
1 2th-century  Chinese  ritual 
bell;  early  20th-century 
Amish  quilt;  carousel  giraffe 
anil  zebra,  carved  in  the 
1890s  by  Cusuiv  Dentzel; 
Gemini  4  spacecraft  from 
which  astronaut  Ed  White 
took  the  first  American 
"walk"  in  space. 


An  eight-ton  African  bush 
elephant  is  the  focal  point  of 
the  rotunda  at  the  National 
Museum  of  Natural  History 

A  SMITHSONIAN 


The  origina 

Imagine  a  place  with  300,000 
water  hugs  all  sorted  and  laheled, 
and  10,000  craneflies.  With 
5,000  meteorite  specimens  and 
20  million  sea  shells.  With  gowns 
worn  hy  every  First  Lady  from 
Martha  Washington  to  Hillary 
Clinton  and  the  most  stunning  array 
of  colored  diamonds  in  existence, 
including  the  world's  largest  blue  - 
the  44-5-carat  Hope  Diamond. 

Imagine  a  place  where  so  many 
collections  are  "the  best  in  the  world,"  "the 
most  complete  in  the  world,"  "the  most 
studied  in  the  world,"  or  "the  only  in  the 
world,"  and  you  are  just  beginning  to  imagine 
the  unparalleled  scope  of  the  Smithsonian 
Institution. 

Under  the  Smithsonian's  many,  many  roofs 
are  found,  for  example  (and  only  for  example): 
■  The  Milestones  of  Flight  Gallery  at  the 
National  Air  and  Space  Museum,  with  nearly 
every  significant  "first"  in  the  history  of  avia- 
tion: the  1903  Flyer  in  which  Wilbur  and 


Smithsonian  "Castle"  building. 


Orville  Wright  made  the  first  manned  flight 
at  Kitty  Hawk,  North  Carolina;  the  first  plane 
to  be  piloted  solo  across  the  Atlantic  Ocean, 
Charles  Lindbergh's  Spirit  of  St.  Louis;  the 
first  jet  aircraft  to  break  the  sound  barrier;  and 
Columbia,  the  Apollo  1 1  command  module 
that  carried  the  first  people  to  set  foot  on  the 
face  of  the  moon. 

■  The  magnificent  collection  of  works  by 
African-American  artists  at  the  Museum  of 
American  Art,  including  James  Hampton's 
singular  masterpiece  "The  Throne  of  the  Third 
Heaven  of  the  Nations  Millenium  General 
Assembly"  -  made  over  a  dozen  years  out  of 
found  objects  wrapped  in  silver  and  gold  foil  - 
and  all  the  surviving  works  of  the  tormented 
genius,  William  H.  Johnson. 

■  The  Burgess  Shale  Collection,  34,000  slabs 
of  shale  gathered  in  Canada  during  the  early 
part  of  this  century  by  Smithsonian  secretary 
Charles  Wolcott.  Containing  the  impressions 
of  some  68,000  soft-bodied  animals,  the  collec- 
tion dates  from  about  520  million  years  ago, 
nearly  at  the  beginning  of  the  record  of  animal 
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:hat  can  be  seen  with  the  naked  eye.  That 
irt  of  its  immense  scientific  value.  Another 
guing  patt,  says  curatot  Doug  Erwin,  are 
collection's  "Weird  Wonders,"  such  as  the 
•inch  long  opabina.  A  cousin  of  sorts  to  the 
ropod  family,  which  includes 
ers  and  crabs,  opabina  has 
eyes,  a  trunk  in  front  of  the 
ith,  and  a  claw  at  the  end  of 
runk,  and  "is  not  like  any- 
g  you've  ever  seen  before," 
irding  to  Erwin.  In  fact,  he 
"all  the  Weird  Wonders  are 
something  you'd  expect  to 
n  the  bar  scene  in  Star  Wars." 
be  Meserve  Collection  of 
tographic  negatives  made  at 
hew  B.  Brady's  studio  from  around  1860  to 
rt  1870.  The  negatives,  says  Mary  Panzer, 
tor  of  photographs  for  the  National 
rait  Gallery,  "include  portraits  of  every 
Dr  figure  of  American  life  from  that  period, 
ast  on  the  North's  side:  Lincoln,  his 
inet,  newspaper  editors  and  industrialists, 
?y,  actors  and  actresses,  and  even  a  huge 
action  of  portraits  of  people  who  worked 
3T.  Barnum.  What's  so  fascinating  is  to  see 
:oln  in  his  context.  All  these  little  pieces 
iv  you  a  composite  view  of  Civil  War  soci- 
hat  you  couldn't  get  any  other  way." 
he  Warshaw  Collection  of  Business 
ericana,  assembled  over  four  decades 
nning  in  the  late  1920s  by  Isadore 
•shaw,  a  New  York  rare-books  dealer  and 
?ctor.  Over  that  time,  Warshaw's  hobby 
ed  into  a  mass  of  more  than  one  million 
cts  that  finally  overflowed  the  Warshaw's 
tment  and  had  to  be  stored  in  a  brownstone 
ed  just  for  the  collection.  Acquired  by  the 
thsonian  in  1967,  the  collection  ranges 
l  mounds  of  patent-medicine  bottles  to 
'ly  80  years  worth  of  catalogues  put  out  by 
itgomery  Ward  and  Sears. 
Kdd  to  all  these  collections  George 
;hington's  famous  false  teeth;  the  O.  Orkin 
:ct  Zoo,  where  children  can  help  feed 
live  tarantulas;  Irving  Berlin's  piano; 
lammed  Ali's  boxing  gloves;  the  endan- 
d  golden  lion  tamarins  at  the  National 
;  the  space  shuttle  Enterprise  (too  large  to 


display  in  current  facilities);  sculpture  by 
Alexander  Calder,  Henry  Moore,  and  Claes 
Oldenburg;  the  world's  most  complete  collec- 
tion of  wall  coverings  (at  the  Cooper-Hewitt, 
National  Design  Museum  in  New  York  City); 

Dorothy's  ruby  slippers  from 
"The  Wizard  of  Oz";  and  the 
Fort  McHenry  flag  that  inspired 
Francis  Scott  Key  to  pen  "The 
Star  Spangled  Banner";  and  you 
still  have  only  begun  to  scratch  at 
the  scratches  on  the  Smithsonian's 
surface.  Where  objects  are  con- 
cerned, the  place  never  quits 
astounding.  Indeed,  it  seems  to 
never  quit  at  all. 

For  most  Americans,  volume  is 
the  first  thing  that  comes  to  mind  when  the 
Smithsonian  Institution  is  mentioned  -  its  140 
million  catalogued  items,  the  25  million 
annual  visits  made  to  the  Institution's  /\ 
home  in  and  around  the  National 
Mall  in  Washington,  D.C.  The 
Smithsonian  holds  its  collections  in 
trust  for  the  nation.  Fittingly,  most  of  the 
nation  seems  to  feel  tight  at  home  within 
the  Institution's  walls. 

Indeed,  to  many  Americans  the  Smithsonian 
Institution  is  at  the  heart  of  the  heart  of 
the  nation's  capital,  emotionally  as  well  as 
physically.  Long  school  trips  brought  them 
to  the  Smithsonian  tor  the  first  time,  or  a  long- 


Left:  Abraham  Lincoln 
photograph.  National 
Portrait  Gallery. 


Rubs  slippers  jrom 
"The  Wizard  of  Oz," 
National  Museum  of 
American  History. 


ago  family  vacation.  Like  a  fitst  love,  that 
initial  visit  is  not  easily  forgotten. 

Unlike  so  many  other  museums  today,  the 
Smithsonian  remains  open  free  of  charge  to  the 
public.  It  is  America's  premier  tourist  bargain. 
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The  "Peacock  Room,"  an 
interior  desigii  scheme 
by  artist  James  McNeill 
Whistler,  is  an  icon  oj  the 
Freer  Gallery  oj  An. 


SMITHSONIAN 
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Right:  "Where  Next, 
i  'olumbus?"  an  exhibition 
on  the  future  <>l  space 
exploration.  National  An 
and  Space  Museum.  Major 
contributors  to  the  exhibit 
include:  (  hupo  f<  IS, 
McDonnell  Douglas 
Foundation,  Ameritech 
Foundation ,  United 
Technologies  Sikorsky 
Ain  rafl 


"To  the  young  people  nowadays ,  the 
early  days  of  space  exploration  might 
as  well  be  back  in  the  time  of  the 
dinosaurs.  It's  real  ancient  history. 
But  they  still  ask  lots  of  questions. 
One  of  the  most  common  is  how  you 
go  to  the  bathroom  in  outer  space . " 

Carl  Jones 

Volunteer  Carl  Jones  has  been  leading 
tours  at  the  National  Air  and  Space 
Museum  since  its  opening  in  1976.  Now 
78  years  old,  Jones  worked  in  the  interna- 
tional affairs  office  of  NASA,  helping 
secure  the  support  of  other  nations  for 
the  U.S.  space  program.  (Photograph  by 
Michael  Anderson) 


I1THSONIAN 


Out  of  the  Public  Eye 

It  volume  is  the  first  thing  to  come  to  mind 
when  the  Smithsonian  is  mentioned,  its 
astounding  breadth  ought  to  he  at  least  the 
second.  What  is  too  little  recognized  about  the 
Institution  is  that  it  really  is  an  iceberg  -  and 
not  only  because  a  tiny  percent  of  its  holdings 
is  ever  on  display  at  the  same  time.  The  part  of 
the  Smithsonian  most  visible  to  the  majority 
of  Americans  is  only  a  fraction  of  the  whole 
sprawling,  infinitely  polymorphous  enterprise. 

Yes,  the  Smithsonian  is  a  major  tourist 
attraction  -  the  most  visited  one  in  the  coun- 
try that  is  not  built  around  an  amusement  park 
-  hut  it  is  also  a  major  research  center  and 
a  vast  repository  of  expertise;  a  magazine  and 
book  publisher;  a  post-graduate  school  and  a 
continuing-education  center;  a  conservatory; 

an  impressario;  and  a  trunk  show 
-  again,  to  only  pick  at  the  surface 
of  things.  Like  its  volume,  the 
Smithsonian's  breadth  defies 
easy  description. 

At  the  Smithsonian's  National 
Air  and  Space  Museum  the  arti- 
facts serve  as  "a  constant  reminder 
of  the  nation's  continuing  destiny 
as  a  lea<  let  n  i  tec  Inn  >li  >g\,  and  expli  i 
ration,"  in  the  words  of  John  F. 
McDonnell,  chairman  and  chief 
executive  officer  of  McDonnell 
Douglas  Corporation.  Meanwhile, 
under  the  auspices  of  the  jointly 
<  iperated  Harvard-Smithsonian 
Center  for  Astrophysics,  astron- 
omers and  physicists  of  nearly 
every  sort  are  pushing  back 
through  space  to  the  very  origins 
and  structure  of  the  universe,  to 
the  beginning  of  time  as  we  mea- 
sure it.  The  Center,  headquartered 
in  Cambridge,  Massachusetts,  is 
as  much  a  part  of  the  Institution 
as  its  famous  museum-cousins 
on  the  Mall.  So  is  the  Whipple 
Observatory  on  Mount  Hopkins  in  Amado, 
Arizona,  where  the  Multiple  Mirror  Observatory 
is  operated  jointly  between  the  Harvard- 
Smithsonian  Center  and  the  University 
of  Arizona. 
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The  much-admired  new  "Amazonia"  instal- 
lation at  the  Smithsonian's  National  Zoological 
Park  is  the  first  of  many  "bioexhibits"  by  which 
Zoo  Director  Michael  Robinson  is  hoping  to 
transform  the  essential  nature  of  zoos  -  from 
animal-centered  places  to  ones  that  reflect 
the  whole  scope  of  a  region's  flora  and  fauna. 


Meanwhile,  in  Panama,  the  Smithsonian 
Tropical  Research  Institute  (STRI)  is  on  the 
front  line  of  the  battle  to  save  tropical  forests. 
In  its  more  than  70  years  of  operation,  STRI 
has  assemhled  the  world's  oldest  and  best  body 
of  knowledge  on  the  neo-tropics.  Today,  its 
Biodiversity  in  Latin  America  Program  -  or 
BIOLAT  -  is  providing  models  for  scientific 
exploration  and  conservation  that  are  being 
adopted  worldwide.  That,  too,  is  as  much  a  part 
of  the  Institution's  mission  as  is  displaying  ele- 
phants or  sea  lions  at  the  National  Zoo.  So  is 
the  work  that  goes  on  at  the  Zoo's  3,100-acre 
Conservation  and  Research  Center  in  Front 
Royal,  Virginia,  where  endangered  species  are 
cared  tor  and  bred. 

Although  it's  rarely  seen  directly  by  the  pub- 
lic, scientific  exploration  is  at  the  vital  core  of 
the  Smithsonian,  and  that  exploration  is  likely 
to  carry  the  Institution's  researchers  almost 
anywhere.  While  thousands  of  visitors  to  the 
National  Zoo  were  admiring  its  one  remaining 
giant  panda  this  past  fall,  assistant  curator,  Lisa 
Stevens  was  clambering  over  the  mountains  of 
central  China,  studying  how  to  help  conserve 
giant  pandas  in  their  natural  habitats. 


*     1940  SBD  Dauntless. 


We'd  like  to  take  this  opportunity  to  thank  the  Smithsonian 
for  storing  some  01  our  old  stuff. 

For  70  years  McDonnell  Douglas  has  been  doing  tilings  people  only  dream  of. 
And  for  150  years,  the  Smithsonian  has  been  inspiring  people  to  dream. 


MCDCHSINELL  DOUGLAS 

Performance  Above  and  Beyond. 


<D1ULM  McDonnell  IXnigl.ib  Corporation 
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Right:  An  iguana  investigate 
us  new  surroundings  in  the 
National  Zoo's  "Amazonia" 
exhibit. 


"Our  survival  is  tied  to  our  being 
able  to  preserve  the  environment. 
By  learning  about  species  diversity 
and  how  species  interact  with  their 
habitats,  we'll  be  able  to  do  a  better 
job  of  saving  those  habitats  and  ulti- 
mately ourselves...  Zoos  aren't  just 
entertainment  centers;  they're  also 
education  facilities . " 

Lisa  Stevens 


"The  figure  that's  thrown  around 
is  a  thousand  giant  pandas  remaining 
in  the  wild,"  Stevens  says.  "The  area 
I  visited  in  China  is  still  actively 
logged  so  the  habitat  is  declining  at 
an  alarming  rate.  The  scientists  who 
were  guiding  me  took  me  to  a  den 
site.  There  was  a  three-week-old 
panda  cub  just  a  couple  of  hundred 
yards  from  a  loggers'  camp.  We  have 
to  protect  that  habitat,  but  we  also 
have  to  prov  ide  for  the  people  there." 

The  Smithsonian  entomologists 
who  aided  FBI  rookie  Clarice  Starling 
(played  hy  Jodie  Foster)  in  the 
film  thriller  "Silence  of  the  Lambs" 
were  fictional,  but  the  fictional  premise  was 
not  entirely  far-fetched.  Like  many  other 
members  of  the  Smithsonian's 
army  of  scientific  experts,  forensic 
anthropologist  Doug  Ubelaker 
is  often  on  loan  to  the  FBI  and 
other  agencies  in  need  of  deter- 
mining identity  on  scant  physical 
evidence. 

In  one  such  case,  Alaskan 
authorities  asked  for  help  in 
identifying  what  was  thought  to 
be  a  human  bone  remain  that 
included  a  metal  bar  inserted  by  a 
surgeon  to  support  an  unknitted 
bone  break.  "First  by  taking  x-rays 
and  then  hy  taking  a  thin  section 
and  looking  microscopically  at 
the  internal  bone  structure,  we 
figured  out  it  was  not  human," 
Ubelaker  says.  "It  was  a  large  dog 
that  someone  had  cared  enough 
about  to  have  surgery  done  when 
it  broke  its  leg." 


Lisa  Stevens  is  assistant  curator  for  pri- 
mates, giant  pandas,  and  hactrian  camels 
at  the  Smithsonian's  National  Zoological 
Park.  She  recently  traveled  to  central 
China  to  study  giant  pandas  in  the  wild. 
(Photograph  hy  Jessie  Cohen) 


SMITHSONIAN 


Conserving  the  Past 

Part  of  the  Smithsonian's  job,  a 
very  large  part,  is  conserving  its 
ow  n  treasures.  In  the  tatami  mat 
room  at  the  Freer  Gallery  of  Art, 
East  Asian  painting  conservators  work  to  pre- 
serve and  restore  a  variety  of  art,  including  the 
Freer' s  magnificent  collection  of  paintings  on 
silk.  Because  the  color  and  texture  of  silk  is  so 
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integral  to  the  painting,  silk  patches  sometimes 
need  to  be  specifically  woven  to  fit  the  piece. 
Other  times  new  silk  can  be  artificially  aged  - 
back  to,  say,  the  14th  century  -  hy  exposing  it 
to  gamma  rays.  The  backing  paper  for  the  silk, 
as  well,  has  to  be  matched  to  the  paper  used  in 
the  original.  As  with  so  many  other  of  the 
Institution's  conservation  departments,  the 
work  is  constant. 

Part  of  the  Smithsonian's  job,  too,  is 
enhancing  the  collections  left  to  it. 
Detroit  industrialist  Charles  Lang  Freer 
bequeathed  about  9,000  works  of  Asian 
and  American  art  to  the  Institution  in  1906. 
Today,  the  Freer  has  a  collection  of  more  than 
27,000  pieces.  One  of  the  newest  additions  is 
a  Chinese  painting  from  the  Ming  dynasty 
purchased  and  donated  hy  Kyoichi  Itoh,  staff 
conservator,  who  realized  it  was  a  companion 
piece  to  the  first  Chinese  painting  bought  by 
Charles  Freer  almost  100  years  earlier.  Sometimes 
museum  work  has  very  pleasing  symmetries. 

The  Smithsonian's  largely  invisible  mission 
also  includes  identifying  and  truly  understand- 
ing the  treasures  left  to  its  care.  As  conservator 
of  costumes  tor  the  Museum  of  American 
I  hstory,  Tolly  Willman  has  to  pull  together 
elements  of  science,  the  arts,  and  history  in 
ascertaining  that  the  costumes  under  her  care 
are  exactly  what  they  purport  to  he.  "Every 
costume,"  she  says,  "has  its  own  special  history. 
Our  job  is  to  ferret  that  out  and  investigate  it." 
For  a  costume  to  get  into  the  museum's  display 
of  First  Ladies  gowns,  "we  have  to  certify  that 
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ally  did  belong  to  the  First  Lady."  Martha 
shington's  costume,  for  example,  is  a  paint- 
ilk  dress  handed  down  through  her  family. 

a  lot  harder  to  pinpoint  these  earlier  pieces 
Rise  the  documentation  may  never  have 
a  created  in  her  time,"  Willman  says.  "At 
,  you  might  find  a  bill  -  'one  silk  dress'  - 
:  could  fit  a  lot  of  things."  And  so,  Willman 
tinues,  "you  go  to  the  fabric,  the  individual 
:ads  sometimes,  and  what  you  can  learn 
ut  the  tenor  of  the  times,  its  history.  And 

work  forward  from  there." 

rhat,  too,  is  important  to  note  about  the 

itution  generally.  Virtually  every  one  of  its 

million  items  is  original.  The  few  repro- 
tions  on  display  are  well  advertised  as  such. 

not  a  place  where  provenance  is  taken 
granted. 

Army  of  Experts 

he  pursuit  of  increasing  knowledge,  the 
thsonian  Institution  funds  pre-  and  post- 
toral  awards,  ten-week  graduate  student 
rds,  and  faculty  fellowship  awards.  Another 
or  so  students  ranging  from  high-school 
to  graduate  students  serve  as  Smithsonian 
rns  each  year.  About  a  quarter  of  those 
from  the  Institution's  minority  internship 
^ram.  But  students  don't  have  to  come 
he  Smithsonian  to  reap  its  benefits.  The 
ice  of  Elementary  and  Secondary  Edu- 
on  provides  professional  development  pro- 
ns  for  teachers  and  curriculum  materials  for 
r  students  such  as  "Art  to  Zoo",  a  quarterly 
nal  for  elementary  schools. 


scienti 

s 


Maybe  one  of  the  most  impor- 
tant -  and  most  unsung  -  roles  of 
the  Smithsonian  is  to  serve  as  a 
kind  of  bureau  of  standards  for 
the  natural  world.  The  Bledsoe 
Collection  of  perhaps  20  million 
sea  shells  contains  "thousands 
and  thousands  of  species  that  are 
known  from  one  specimen  only," 
says  curator  of  mollusks  M.G. 
Harasewych.  "A  very  large  portion 
of  our  day-to-day  activity  is  sending 
these  types  out  on  loan  to  various 
scientists  around  the  world." 
mithsonian  scientists  are 
also  constantly  finding  and 
naming  new  species  during 
field  expeditions  -  another 
part  of  the  Institution's  role  as  a 
standardizer  of  knowledge.  Untold 
thousands  of  insects  are  known 
worldwide  by  scientific  names 
assigned  by  experts  at  the  National 
Museum  of  Natural  History. 
Instead  of  simplifying  the  natural 
world,  the  discoveries  are  more 
likely  to  point  to  its  remarkable 
complexity. 

While  studying  hurricane  dam- 
age to  the  common  star  coral  in  the  Caribbean, 
Nancy  Knowlton  of  the  Smithsonian  Tropical 
Research  Institute  noticed  that  what  was 
assumed  to  be  a  single  species  was,  in  fact, 
"at  least  three  separate  species  that  nobody 
knew  existed...  This  discovery  along  with 
a  lot  of  other  very  similar  ones 
suggests  the  sea  probably  has  ten 
times  more  species  than  we  realized. 
The  world  is  much  more  finely 
packaged  genetically  than  we  were 
aware  of." 

For  those  who  live  in  and  around 
Washington,  D.C.,  the  Smithsonian 
Institution  is  a  university  without 
doors.  Each  year  its  Campus  on 
the  Mall  offers  over  200  courses 
to  members  of  The  Smithsonian 
Associates. 

More  than  6,000  Washingtonians 
of  all  ages  volunteer  each  year  to 
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"One  of  the  main  reasons  guys 
like  me  are  useful  is  that  we  have 
this  knowledge  from  the  archeologi- 
cal  past.  It  helps  us  differentiate 
evidence  of  a  stabbing  from  evi- 
dence of  a  carnivore  chew  mark 
or  something  else  unrelated  to 
criminal  activity . " 

Doug  Ubelaker 

Curator  of  physical  anthropology  at  the 
National  Museum  of  Natural  History, 
Doug  Ubelaker  has  assisted  law-enforce- 
ment agencies  in  some  500  cases  over 
the  last  seventeen  years.  His  academic 
work  is  in  the  history  of  disease  and  the 
interrelationship  of  disease  with  cultural 
patterns  in  the  population.  (Photograph 
hy  Michael  Anderson) 


Left:  "San  Francisco  to 
New  York  in  One  Hour," 
painting  by  Hispanic  artist 
Alexander  A.  Maldonado 
National  Museum  of 
American  Art. 

SMITHSONIAN 


SPECIAL         ADVERTISING  SECTION 


Right  Sasardan  silver 
and  gilt  drinking  vessel 
(3rd  to  7th  centuries). 
Arthur  M.  Stickler 
( rallery . 


Project  Director 
Lonnie  Bunch  (center) 
and  curators  Steven 
Luhar  and  Ellen  Hughes 
work  together  on 
"The  Smithsonian's 
America:  An  Exhibition 
on  American  History 
and  Culture,"  the 
exhibit  that  will  he- 
going  to  Japan  in  July. 
(Photograph  by 
Michael  Anderson) 


staff  information  booths,  serve  as 
tour  guides,  and  otherwise  keep 
the  complicated  public  gear 
works  of  the  Institution 
functioning  as  smoothly 
-  and  inexpensively  -  as 
possible.  That  works  out  to  about  one 
in  every  500  residents  of  the  metropolitan 
Washington  area  serving  as  a  Smithsonian 
volunteer,  a  remarkable  turnout  for  a  city  some- 
times said  to  have  a  cold  and  calculating  heart. 

Reaching  out  to  the  Nation 

For  those  outside  of  the  Washington  area,  the 
Smithsonian  Institution  Traveling  Exhibition 
Service  (SITES)  is  more  a  museum  on  wheels, 
bringing  the  Smithsonian's  vast  holdings  to 
cultural  institutions  around  the  world  and, 
more  important,  "to  every  public  space  in  the 
United  States  that  has  a  facility  in  which 
to  present  an  exhibition  -  museums  large  and 
small,  university  galleries,  schools,  libraries, 
municipal  buildings,  zoos,  and  aquariums,"  in 
the  words  of  Anna  R.  Cohn,  director  of  SITES. 

It  is,  in  fact,  a  vast  undertaking.  At  any 
given  time,  SITES  has  100  or  more  exhibitions 
in  production  or  circulation.  Each  year,  the 
programs  reach  some  700  different  venues 
and  an  audience  estimated  in  the  many  mil- 
lions, including  many  Americans  for  whom 
Washington  is  just  a  remote  spot  on  the  evening 
news  broadcast.  One  of  the  newest  touring 
SITES  programs  -  "Beyond  Category:  The 
Musical  Genius  of  Duke  Ellington"  -  brings 
musicians  from  around  the  country  together  in 
the  Smithsonian  Ja::  Masterworks  Orchestra, 
and  it  offers  the  program  in  both  large  versions 
for  regional  concert  halls  and  small  versions 
tor,  say,  community  libraries. 

Part  of  the  Smithsonian's 
role  is  to  be  a  producer,  as 
well.  Sometimes  its  exhibi- 
tions and  special  shows 
educate  and  entertain 
us.  "Information  Age: 
People,  Information  & 
Technology"  follows  the 
information  superhighway 
from  its  beginnings  with 
the  telegraph  to  the  ten- 


lane  hard-and  software-driven 
models  of  tomorrow. 
Sometimes  the  shows  humor 
us  -  the  recreation  of  the  field  hos- 
pital from  the  longtime  television  hit 
"M*A*S*H"  or  a  special  exhibit  of  the 
drawings  of  "Far  Side"  cartoonist  Gary  Larson. 
Sometimes,  as  with  "A  More  Perfect  Union: 
Japanese  Americans  and  the  United  States 
Constitution,"  the  Smithsonian's  special  pro- 
ductions force  us  to  confront  history  that 
we  might  rather  ignore,  in  this  case  the  intern- 
ment of  Japanese  Americans  during  World 
War  II.  A  national  memory  -  and  that's  exactly 
what  the  Smithsonian  is  -  ought  not  provide 
only  comfort;  it  ought  to  nettle  occasionally, 
to  make  sure  we  don't  forget. 

Sometimes,  too,  Smithsonian  "producers" 
take  their  shows  overseas.  "The  Smithsonian's 
America"  will  represent  American  history  and 
culture  at  this  July's  "America  Festival  '94"  in 
Japan.  Consistent  with  the  National  Museum 
of  American  History's  emphasis  on  real,  not 
gilded  history,  the  exhibit  will  use  artifacts, 
images,  and  film  footage  to  "tell  the  rich  and 
complex  story  of  the  United  States,  admitting 
mistakes  and  explaining  what's  been  done  to 
come  to  grips  with  them,"  according  to  Lonnie 
Bunch,  the  museum's  assistant  director  for 
curatorial  affairs.  Among  the  more  than  300 
objects  making  the  trip  across  the  Pacific  are 
a  civil-rights  banner,  a  covered  wagon  and  a 
teepee,  an  Edison  incandescent  light  bulb,  an 
Apollo  command  module,  and  Dizzy  Gillespie's 
trumpet,  as  well  as  rarely  seen  items  from 
Commodore  Perry's  1854  visit  to  Japan.  At 
the  Smithsonian,  such  items  are  just  part  of 
the  virtually  endless  stock.  Performances  by 
musical  groups  from  Puerto  Rico,  the  Louisiana 
bayou,  the  urban  Northeast,  and  the  Hawaiian 
islands  will  help  underscore  the  diversity  of 
the  American  experience. 

This  business  of  presenting  history'  without 
layers  of  varnish,  is  critical  to  the  Institution's 
role,  says  Edward  L.  Addison,  chairman 
and  chief  executive  officer  of  the  Southern 
Company. 

The  Smithsonian,  Addison  says,  "provides 
the  best  source  I  know  of  for  candid  and  com- 
prehensive answers  about  who  we  are,  where 
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To  fly  and  to  preserve. 


Ten  years  ago  we  began  flying  passengers  back  from  the  brink  of  extinction.  Our  Assisting  Nature  Conservation 
effort  has  helped  preserve  over  90  threatened  species  by  supporting  field  studies  and  educational  projects  around 
the  world.  Its  just  part  of  our  ongoing  programme  to  preserve  the  environment,  whether  it's  recycling,  emissions 
control  or  even  fuel  efficiency.  It's  the  way  we  make  yon  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 

The  worlds  favourite  airline  '"jf 


NOW  THE 
NORTHSTAR 
GU  I  DES  AIM 
I  IN  T  I  RELY 
IN  E  W 

CLASS  OF 

AUTOMOTIVE 

TRAVEL. 

The  all-new  I  )eVille  ( loncours 
by  Cadillac  is  designed  to 
stand  the  test  of  time  while 
providing  unparalleled  comfort. 
With  a  V8  Northstar  System 
that  allows  \on  to  travel 
1  ()().()()()  miles  before  your  first 
scheduled  tune-up.  A  Road- 
Sensing  Suspension  that  reads 
the  road  one  inch  at  a  time  at 


60  miles  per  hour,  calibrated  for 
response  and  control.  An 
interior  that  accommodates  six 
passengers  in  an  oasis  of 
comfort  and  serenity.  Perforated 


leather  seating  areas.  I  land- 
polished  Zebrano  wood.  And 
the  Airbank  System,  providing 
supplemental  protection  for  all 
three  front-seat  passengers. 


Traction  Control  •  ABS  •  Speed-Sensitive  Steering  •  Plus  the  Airbank  System  •  Call  1-800-333-4CAD 


Cadi  i  i  a  c: 
D  i  V  i  i   i  i  Concours 

Creating  A  Higher  S  iandard 
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"I  started  off  studying  anima 
behavior  and  ecology,  but  everytime 
I  wanted  to  do  a  project,  I  ran  up 
against  all  these  undescribed  species. 
After  ten  years  of  battling  that , 
I  decided  the  natural  world  was 
trying  to  tell  me  something. " 

Nancy  Knowlton 


Nancy  Knowlton  is  a  staff  scientist  at  the 
Smithsonian  Tropical  Research  Institute, 
hased  in  Panama.  Among  other  suhjects, 
she  has  been  studying  the  evolution  of 
new  shrimp  species  among  shrimp  fami- 
lies that  were  separated  3  million  years 
ago  hy  the  closing  of  the  Panama  isthmus. 
(Photograph  by  Carl  Hansen) 


we  are,  how  we  got  here,  and  where  we  seem 
to  be  headed.  It  we  in  business  want  to  champi- 
on continued  economic  freedom  and  the 
spreading  prosperity  it  can  bring,  we  also  must 
be  champions  of  the  intellectual  freedom  the 
Smithsonian  represents." 

Not  all,  though,  is  serious  at 
the  Smithsonian.  Once  a  year, 
in  summer,  the  normally  stately 
institution  lets  its  hair  down  for 
the  Festival  of  American  Folklife 
on  the  Mall.  A  non-stop  amalgam 
of  everything  from  nearly  forgotten 
mountain  crafts  to  soulful  coun- 
try-and-western  and  rousing  a 
capella  gospel,  the  Festival  may 
be  America's  largest  block  party. 
Locals  have  learned  to  come  early 
for  the  performances  as  the  Mall 
gets  packed. 

Another  party  to  look  tor:  The 
Smithsonian's  1  50th  birthday  cel- 
ebration in  1996,  to  be  marked 
with  a  year-long  array  of  public 
events,  scholarly  undertakings, 
and  a  blow-out-the-candies  bash 
on  the  Mall. 


Right :  Nicaraguan  paster 
from  a  Duke  Ellington  tour, 
m  the  traveling  exhibition 
"Beyond  Category." 
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The  Strangest  of 
Beginnings 

That  the  United  States  of 
America  eventually  would  have 
developed  a  national  museum  in  Washington, 
D.C.,  seems  virtually  certain.  Great  nations 
get  around  to  great  national  museums  in  time. 
But  it  seems  equally  certain  that  the  nation 
never  would  have  developed  the  museum  it 
did,  when  it  did,  and  in  the  shape  that  muse- 
um was  to  take,  without  a  single  clause  in  a 
single  last  will  and  testament,  executed  on  the 
23rd  day  of  October  1826,  on  Bentinck  Street 
in  London's  Cavendish  Square. 

"I,  JAMES  SMITHSON,  Son  to  Hugh,  first 
Duke  of  Northumberland,  ek  Elizabeth,  Heiress 
of  the  Hungertords  of  Studley,"  the  will  begins. 

Smithson  goes  on  to  settle  an  annuity  of 
100  pounds  sterling  on  his  former  servant,  John 
Fitall.  To  his  nephew,  Henry  James  Hungerford, 
he  bequeaths  the  remainder  of  "the  whole  of 
the  income  arising  from  my  property  of  every 
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nature  6k  kind  whatever."  And  then  comes  the 
crucial  paragraph: 

"In  the  case  of  the  death  of  my  said  Nephew 
without  leaving  a  child  or  children/  or  the 
death  of  the  child  or  children  he  may  have 
had  under  the  age  of  twenty-one  years  or 
intestate,  I  then  bequeath  the  whole  of  my 
property...  to  the  United  States  of  America, 
to  found  at  Washington,  under  the  name  of 
the  Smithsonian  Institution,  an  Establishment 
for  the  increase  &.  diffusion  of  knowledge 
among  men." 

James  Smithson  died  three  years  after 
his  will  was  executed,  in  1829.  Happily 
for  the  United  States,  his  nephew  Henry 
James  Hungerford  followed  him  to  the 
grave  six  years  later  without  having  fathered 
a  child.  In  September  1838,  the  clipper  ship 
"Mediator"  delivered  Smithson's  legacy  of 
more  than  100,000  gold  sovereigns  to  the  mint 
at  Philadelphia.  Recoined  into  U.S.  currency, 
the  gift  amounted  to  more  than  $500,000,  by 
the  terms  of  the  times  a  vast  fortune. 

What  motivated  James  Smithson  remains 
clouded.  He  had  trained  with  distinction  in 
chemistry  and  mineralogy  at  Oxford  and  been 
made  a  member  of  the  Royal  Society  at  the  age 
of  22  -  the  zinc  carbonate  mineral  smithsonite  is 
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ned  for  him  -  so  his  interest  in  increas- 
and  diffusing  scientific  knowledge 
dly  seems  surprising.  But  he  never  trav- 
i  to  America  and  seems  to  have  had  no 
respondence  during  his  lifetime  with 
one  in  the  United  States. 
Perhaps  as  some  authorities  have  sug' 
ted,  his  unusual  bequest  was 
tivated  at  least  in  part  by 
enge  against  the  rigidities 
9th-century  British  society, 
n  out  of  wedlock,  Smithson  had  been 
lied  by  the  crown  the  right  to  use  his  lather's 
ne.  Perhaps  he  simply  admired  from  afar  a 
ion  bursting  at  the  seams  with  potential.  No 
:  is  likely  to  ever  know  for  sure.  What  is 
>ortant  is  the  practical  effect  of  Smithson's 
icy.  Surely  it  must  be  greater  than  even 
intended. 

n  1847,  work  began  on  the  Smithsonian's 
tirst  building  -  the  red  sandstone  "Castle" 
designed  by  James  Renwick.  In  the  years 
that  lay  ahead,  the  Smithsonian  Institution 
ild  rise  up  all  around  the  Castle  and  become 
sacon  to  the  nation  and  the  world. 

i  Institution  Grows  on  the  Mall 

vlarch,  1881,  the  red-brick  Arts  and 
lustries  Building  -  the  second  oldest  build- 
on  the  Mall  -  was  opened,  in  large  part  to 
lse  the  40  train-car  loads  of  goods  that  had 
n  sent  to  the  Smithsonian  from  the  1876 
jitennial  Exposition  in  Philadelphia.  The 
seum  of  Natural  History  came  along  in 
.0  to  help  house  the  astounding  array  of 
'sical  specimens  that  had  been  brought  back 
Washington  by  such  Smithsonian-affiliated 
ilorers  as  John  Wesley  Powell.  (The  best- 
)wn  elephant  in  America  -  an  eight-ton, 
:teen-foot-tall  African  bull  -  today  domi- 
es  the  rotunda  of  the  museum,  now  off  icially 
)wn  as  the  National  Museum  of  Natural 
tory  /  National  Museum  of  Man. ) 
In  between,  in  1890,  the  Smithsonian 
:rophysical  Observatory  was  launched  in  a 
th  wing  of  the  original  Castle.  By  then,  sky- 
:ching  of  sorts  had  become  old  hat  on  the 
11.  Thirty-five  years  earlier,  the  Washington 
?ning  Star  had  begun  carrying  weather 
orts  from  meteorological  balloons  that  the 


first  Smithsonian  scientists 
launched  outside  their 
Castle  on  the  Mall.  In  1888 
and  again  in  1890,  an  Act 
of  Congress  provided  for  a 
National  Zoological  Park  to 
be  established  under  the 
Smithsonian's  aegis  in  a  175- 
acre  tract  north  of  the  Mall 
in  Rock  Creek  Park.  Perhaps 
congressmen  had  become  leary 
of  the  small  herd  of  American 
?ison  that  Smithsonian  Secretary 
Samuel  Pierpont  Langley  insisted  on  grazing 
behind  the  Castle.  Between  balloon  launch ings 
and  herd  management  there  must  have  been 
barely  room  to  move  on  the  Mall. 

In  1903  Harriet  Lane  Johnston  -  the  niece 
of  James  Buchanan  -  died  and  left  her  art 
collection  to  the  Smithsonian.  Today  her  col- 
lection is  one  of  many  gems  of  the  National 
Museum  of  American  Art,  which  houses 
36,000  paintings,  sculptures,  prints,  and  draw- 
ings. Among  the  museum's  fastest  growing 
sections  is  its  collection 
of  Latino  works:  Nearly 
100  Latino  artists  are 
now  part  of  its  perma- 
nent collection.  The 
Museum  of  American 
Art  shares  its  building 
with  the  National 
Portrait  Gallery,  dedi- 
cated to  representations 
of  significant  figures  in 
American  history,  and 
with  the  Archives  of 

American  Art,  whose  12-million-plus  diaries, 
sketchbooks,  letters,  manuscripts,  and  other 
records  help  scholars  document  the  lives  of 
American  artists. 

Two  years  after  Harriet  Lane  Johnston's 
bequest,  Charles  Lang  Freer  wrote  President 
Theodore  Roosevelt,  ottering  to  donate  his  art 
collection  to  the  nation  upon  his  death. 
Happily,  Freer  also  offered  to  pay  for  a  building 
tor  its  display.  The  Freer  Gallery  of  Art  was 
opened  to  the  public  in  1923.  Last  spring,  after 
four-and-a-half-years  of  renovation,  it  opened 
again,  beautifully  restored. 
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Left:  "Cowboy  Boots" 
(porcelain)  by  artist 
William  WiMmi, 
Renwick  Gallery. 


The  American  Indian 
program  at  a  Festival  of 
American  FolkHfe 
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1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  the  U.S.  That  cable  was  manufactured  by  Siemens.  It 
could  carry  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


1994.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  handles  1 ,000,000 
calls  an  hour.  It  can  even  carry  data  text  and  voice  simultaneously  on  a  single 
phone  line.  And  private  telephone  systems  from  ROLM®,  a  Siemens  company, 
deliver  voice  and  data  solutions  that  help  both  large  corporations  and  small 
business  improve  productivity.  Telecommunications  equipment  is  only  one  of 
the  many  precision  technologies  made  by  the  45,000  men  and  women  who 
work  nationwide  to  help  Siemens  remain  an  innovative  leader. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94.  Box  8003T,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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"Working  here  allows  us  to  use 
our  talent  to  do  something  for  soci- 
ety. We  think  of  it  as  a  mission. 
We  have  to  conserve  the  paintings 
for  the  next  generation  of  the  world, 
and  we  can  use  the  paintings  to 
show  East  Asian  culture  to  the 
American  people . " 

Kyoichi  Itoh 

Kyoichi  Itoh  is  a  conservator  of  East  Asian 
painting  at  the  Freer  Gallery  of  Art.  Itoh, 
whose  father  was  also  a  painting  conser- 
vator, trained  in  Kyoto  in  his  native  Japan 
for  nearly  nine  years  before  joining  the 
Freer  staff  in  1986.  (Photograph  by 
Michael  Anderson) 


Right:  "Two  Discs,"  a 
sculpture  by  Alexander 
Colder,  stands  in  the  pla?a 
<ij  the  Hirshhorn  Museum 
and  Sculpture  Garden 

18  SMITHSONIAN 


Another  six  decades  after 
Johnston's  and  Freer's  bequests, 
Joseph  Hirshhorn  gave  his  entire 
collection  of  modern  art  -  4,000 
paintings  and  drawings  and  2,000 
works  of  sculpture  -  to  the 
Institution  and  by  extension  to 
the  American  people.  It  is  now 
displayed  in  the  Smithsonian 
complex's  most  modern  building, 
the  Hirshhorn  Museum  and 
Sculpture  Garden.  The  doughnut- 
shaped  design  baffled  more  than 
a  few  architecture  critics  when  it 
was  first  unveiled,  but  the  free 
fb  >w  ( it  the  museum  has  proved  a 
happy  match  for  the  often  free- 
form  contemporary  painting  and 
sculpture  it  celebrates.  Joseph 
Hirshhorn,  too,  helped  fund  the 
building  to  house  his  life's  work 
of  gathering. 

And  thus  as  the  nation  grew  in 
wealth  and  influence,  so  grew  its 
national  museum  from  a  single 
building  on  the  Mall  to  the  world's 
largest  such  institution.  The 
National  Museum  of  American 
History  opened  in  1964-  The  Renwick  Gallery 
opened  in  1972  on  Pennsylvania  Avenue  -  as  a 
showcase  for  American  crafts.  Four  years  later 
the  National  Air  and  Space  Museum  -  the 
world's  most  visited  museum  -  first  cast  open 
its  doors.  Appropriately,  it  was 
almost  immediately  overrun 
with  visitors. 

Two  new  below-ground 
museums,  the  National  Museum 
of  African  Art  and  the  Arthur 
M.  Sackler  Gallery,  opened  in 
1987  along  with  a  companion 
facility,  the  S.  Dillon  Ripley 
Center,  used  for  Associates 
classes  and  offices.  The  African 
Art  Museum  is  the  only  one  in 
the  nation  dedicated  to  collect- 
ing, studying,  and  displaying 
the  traditional  arts  of  Africa. 
The  Sackler  collection  includes 
1 ,000  masterpieces  of  Asian  art 
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donated  by  Dr.  Arthur  Sackler.  Above  the  two 
underground  museums  and  serving  as  a  front 
yard  for  the  Castle  came  the  wonderfully  tran- 
quil Enid  A.  Haupt  Garden. 

The  Anacostia  Museum,  devoted  to  inter- 
preting the  African-American  experience  in 
the  mid-  and  southern-Atlantic  states,  opened 
in  1967.  It  is  one  spoke  in  a  broad  effort  to 
extend  the  Institution's  resources  to  the  nation's 
minority  communities.  Other  spokes  include, 
for  example,  the  Museum  of  American  History's 
"American  Encounters,"  a  permanent  exhibit 
that  examines  the  450-year  relationship  between 
Native-American,  Hispanic,  and  Anglo- 
American  peoples  in  New  Mexico,  and  the 
National  Anthropological  Archives  of  the 
Museum  of  Natural  History,  the  world's  largest 
collection  of  manuscripts  and  photographs  doc- 
umenting North  American  Indian  cultures. 

The  16th  and  newest  of  the  Smithsonian's 
museums  and  galleries,  the  National 
Postal  Museum,  opened  only  last  year 
in  the  restored  Washington  City  Post 
Office  Building.  Among  the  museum's  most 
valuable  treasures  is  one  of  only  100  copies  of 
the  famous  24-cent  "Inverted  Jenny"  stamp  - 
the  misprint  with  an  inverted  bi-plane  that 
can  fetch  up  to  $150,000  each  or  $1  million  for 
tour  misprints  together. 

Coming  soon  -  on  the  last  site  on  the  Mall 
-  is  the  National  Museum  of  the  American 
Indian.  In  the  meantime,  the  museum's  George 
Gustav  Heye  Center  will  be  opening  this  year 
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to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 
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Elk'tooth  dress  of  the  north- 
ern Plains  Indians,  National 
Museum  of  the  American 
Indian. 


Right:  jewel  cabinet,  a  one- 
of-a-kind  treasure  created 
at  the  famous  Sevres  porce- 
lain factory  oj  France  in 
1824-26,  Cooper-Hewitt, 
National  Design  Museum. 


"Every  garment  is  its  own  mystery. 
Sometimes  you  can  answer  all  the 
questions,  and  the  whodunit  gets 
solved.  Sometimes  you  don't  get  all 
the  evidence,  and  you're  left  with  the 
probables.  It's  really  challenging." 

Polly  Willman 


in  New  York  City  in  the  historic  Alexander 
Hamilton  U.S.  Customs  House.  New  York,  it 
should  be  noted,  is  already  home  to  the  nearly 
250,000  objects  of  the  Smithsonian's  Cooper- 
Hewitt,  National  Design  Museum.  The 
only  American  museum  devot- 
ed solely  to  historical  and 
contemporary  design,  Cooper- 
Hewitt  is  housed  in  the  old 
Andrew  Carnegie  mansion. 
Museums  have  a  nice  way  of 
recycling  architecture. 

Further  down  the  road  but 
in  sight  at  long  last  is  the 
extension  of  the  National 
Air  and  Space  Museum  to  be 
built  on  185  acres  of  federally 
maintained  land  at  Dulles 
International  Airport  in 
Virginia.  What  necessitates 
the  new  facility  is  a  simple 
matter  of  size.  The  space 
shuttle  Enterprise,  the  Blackbird 
spy  plane,  and  the  other  important 
artifacts  to  be  displayed  at  the  annex  dwarf  the 
capacities  of  the  existing  Air  and 
Space  Museum. 

In  short,  every  time  you  think 
you  have  the  dimensions  of  the 
Smithsonian  down,  it  seems  to 
slip  out  of  your  grasp  and  spring  a 
new  arm  or  leg,  a  new  program,  a 
new  private-public  partnership. 
But  that  is  only  exactly  as  the  case 
should  be  for  an  institution  still 
evolving.  Like  corporations  and 
baseball  teams,  scientific  and  cul- 
tural centers  that  stand  pat  on 
their  laurels  tend  to  get  quickly 
passed  by. 


Polly  Willman  is  conservator  of  costumes 
at  the  National  Museum  of  American 
History.  She's  shown  here  with  a  gown 
from  the  First  Ladies  collection  attributed 
to  Caroline  (Mrs.  Benjamin)  Harrison. 
(Photograph  by  Michael  Anderson) 


Ml  fHSONIAN 


Preparing  for  the  Future 

Balancing  the  needs  of  a  place  as 
diverse  as  the  Smithsonian  -  and 
providing  a  balance  of  funding  to 
help  the  various  parts  move  forward 
-  is  hard  in  the  best  of  circum- 
stances. In  tight  economic  times, 
it  is,  of  course,  harder  still.  That 
is  part  of  the  challenge  faced  by 
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the  Institution  and  its  Commission  on  the 
Future  as  the  Smithsonian  prepares  for  its  150th 
birthday  in  1996  and  beyond. 

"One  of  the  questions  fundamental  to  us  is 
working  within  the  confines  of  our  charter  to 
increase  and  diffuse  knowledge," 

says  Smithsonian  Secretary 
Robert  McC.  Adams.  "How  do 
you  do  both?  The  concept  of  doing 
research  and  running  a  museum 
is  a  perilous  one  in  this  time." 

Yet,  Adams  says,  "Our  feeling  is 
that  you  have  to  do  both.  The 
excitement  of  being  on  the 
cutting  edge  of  knowledge 
changes  how  you  get  the 
information  out." 

Among  the  answers  being 
pursued  by  the  Institution  are  a 
greatly  increased  endowment 
and  more  public-private  part- 
nerships so  that  neither  the 
vital  research  of  the  Smithsonian  nor  its  acqui- 
sition programs  go  stale.  There's  a  purpose  to 
all  these  140  million  original  objects  and  a 
reason  to  add  to  them,  Adams  says:  "We're  try- 
ing to  let  people  see  that  there  is  no  single 
truth.  It  you  can  see  a  great  variety  of  objects, 
you  can  see  a  great  variety  of  answers." 

Another  part  of  the  Smithsonian's  challenge 
is  to  be  constantly  evolving  new  ways  of  engag- 
ing its  stockholders  -  the  American  people. 

"We're  going  to  be  driven  into  finding  new 
ways  of  communicating,"  says  Adams,  who 
has  announced  he  will  be  stepping  down  later 
this  year  after  a  decade  at  the  helm  of  the 
Institution.  "We  need  to  show  people  assem- 
blages  of  things  so  that  they  can  see  the  inter- 
connections, and  we  need  to  make  available  our 
collections  on  an  on-line  basis  so  that  people 
with  access  to  computers  can  see  what  we 
have.  That  isn't  going  to  happen  right  away, 
but  we  ought  to  make  strategic  areas  available 
as  soon  as  possible." 

Adams  talks,  for  example,  about  CD-ROMs 
that  could  be  used  to  provide  database  inven- 
tories for  American  paintings  and  sculpture  or 
could  bring  together  in  one  electronic  docu- 
ment photographs,  full  descriptive  informa- 
tion, and  background  information  on  all  the 
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erials  in  the  Smithsonian's 
or  exhibits, 
t  becomes  possible, 
a,  to  begin  envisioning  an 
tronic  Smithsonian  of  the 
re,  says  George  C.  Newstrom,  corpo- 
vice  president  of  Electronic  Data  Systems. 
;'ll  continue  to  need  places  for  storage  and 
living,"  Newstrom  says,  "but  the  ability  of 
inology  to  get  materials  across  the  country 
the  world,  three-dimensionally,  with 
id  and  even  soon  with  smell  is  closer  than 
t  people  think.  It  would  help  tremendously 
i  education  -  learning  ought  to  be  fun." 
V  ne  look  at  the  emerging  public  face  of 
■  the  Institution  comes  April  27  when 
W  the  new  12,000-square-foot  "Science  in 
r  American  Life"  exhibit  opens  at  the 
ional  Museum  of  American  History.  At  its 
:  will  be  a  "Hands-On  Science  Center" 
re  visitors  can  become  actively  involved 
:ientific  exploration. 
We're  putting  in  a  laboratory  bench  that 
seat  about  a  dozen  people,"  says  Joe  Griffith, 
center's  manager.  "They'll  do  wet  experi- 
its  there  with  staff  help.  Imagine  it  like 
cktail  lounge  with  the  lab  bench  as  the  bar. 
n  there  will  be  smaller  tables  where  people 
work  individually  -  a  laser  interactive,  a 
>al-warming  computer  interactive.  We'll 
e  our  own  working  still  to  supply  distilled 
sr  and  a  gas  analyzer  to  measure  carbon 
cide  in  the  center."  The  list,  goes  on, 
tiding  a  teacher-resource  center  with 
ds-on  science  curriculum  materials. 


are  "Inverted  Jenny"  24-cent  stamp, 
mal  Postal  Museum. 


Another  model  for  the  future  and 
perhaps  the  one  dearest 
to  Secretary  Adams'  heart 
is  the  forthcoming  National 
useum  of  the  American  Indian.  The 
centerpiece  of  the  museum  will  be  more 
than  1-million  artifacts  from  both 
North  and  South  American 
Indian  cultures.  This  collection, 
the  world's  most  comprehensive, 
had  previously  been  part  of  the 
Museum  of  the  American  Indian, 
Heye  Foundation,  in  New  York. 
The  new  Smithsonian  museum 
seeks  to  go  well  beyond  tradition- 
al museum  thinking.  Early  on,  the 
museum  established  a  policy  for 
broad  repatriation  of  Native 
America  remains  and  sacred  and 
ceremonial  objects  to  the  appro- 
priate tribes.  Native  Americans 
have  played  a  central  role,  too,  in 
planning  the  museum  and  shaping 
its  many  outreach  programs.  The 
result,  in  Adams'  words,  is  meant 
to  be  a  museum  that  can  "tran- 
scend the  usual  categories  or 
stereotypes  of  Native  American  life 
and  culture  -  to  see  it  whole,  in  its 
distinctive  terms,  the  present  inti- 
mately connected  with  the  past." 

More  than  that,  though,  the 
Museum  of  the  American  Indian 
clearly  is  meant  to  be  a  model  tor 
cultural  institutions  generally.  "It  involves  a 
new  form  of  relationship  between  those  who 
are  both  subjects  of  the  museum  and  partners 
in  its  creation,"  Adams  says.  "The  notion  that 
you  can  do  that,  that  you  can  run  such  a  place 
in  partnership  with  its  subjects,  is  going  to 
change  the  way  people  think  about  museums." 

The  Museum  ot  the  American  Indian  is 
expected  to  open  in  2001 .  The  dawn  of  a  new 
century  on  the  National  Mall  that  links  the 
great  seats  ot  American  government  seems  an 
especially  proper  time  and  place  to  launch 
such  a  museum  -  and  such  an  idea. 

Text  written  by  Howard  Means,  Senior  Editor, 
Washingtonian  magazine. 
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Left  :  Wood  mask  of  the 
Eastern  Pende  peoples  of 
Zaire,  National  Museum 
of  African  Art. 


"Everybody  is  always  so  interested 
in  seeing  us  feed  what  they  think  of 
as  these  deadly  bad  creatures .  The 
parents  often  hold  back,  but  the  chil- 
dren love  it.  They  want  to  come 
back  time  and  again  because  there's 
so  much  to  see  and  do.  For  me,  it's 
an  ongoing  course  in  entomology . 
They're  always  asking  questions , 
and  I'm  always  learning." 

Sally  Moravitz 

Sally  Moravitz  is  a  volunteer  docent  at 
the  Insect  Zoo  at  the  National  Museum 
of  Natural  History.  Among  her  duties  is 
feeding  crickets  to  the  zoo's  collection 
of  tarantulas.  (Photograph  by 
Michael  Anderson) 


Object  and  exhibit  photo- 
graphs are  by  Michael 
Freeman  (carousel  figures), 
Dermis  Cowley  (jewel 
cabinet),  David  HeaLl  (elk- 
tooth  dress)  and  Charles 
Phillips,  and  Smithsonian 
Institution  photographers 
including  Dane  Penland, 
]eff  Tmsley,  Jessie  Cohen, 
]ohn  Tsames,  Jeffrey 
Crespi,  Carolyn  Russo, 
Lee  Stallsworth,  Laurie 
Minor- Pen/and,  Chip  Clark 
and  Jeff  Ploskonka. 
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airs 


ATI  ON  I 


EADING,  'RITING,  AND 
OBERT'S  RULES  OF  ORDER 


;  Baird's  new  mission:  Bringing  arbitration  to  the  classroom 


I  ver  since  her  nomination  for  At- 
I  torney  General  collapsed  last  year, 
I  Zoe  Baird  has  kept  a  low  profile. 

now,  in  her  first  interview  since 
withdrew  her  nomination,  the  senior 
-president  and  general  counsel  of 
la  Life  &  Casualty  Co.  is  letting  the 
id  know  that  there  is  life  after  being 
ed  apart  by  Washington.  And  for 
d,  it's  on  the  school  playground, 
aird  is  spearheading  an  innovative 
jam  aimed  at  teaching  children  how 
fork  through  disputes 
violently.  The  hope: 

they  will  use  media- 
skills  to  resolve  con- 
3  when  they  grow  up, 
ilting  in  less  crime, 
ir  lawsuits,  fewer  in- 
mce  claims,  and  ulti- 
sly  a  drop  in  Aetna's 
1  bills.  "They're  get- 

a  means  to  control 
r  lives,"  explains  the 
ear-old  Baird. 
.  IN  touch.  In  the  past 
•,  Aetna  has  sent  8,000 
iation  kits  to  teachers 
riiddle  schools  nation- 
3.  In  as  little  as  15 
utes  per  day,  comba- 

students  are  taught 
ake  responsibility  for 
r  own  actions,  watch 
r  body  language,  and 
nonjudgmental,  open- 
?d  questions.  Other 
ents,  who  serve  as  ar- 
ators,  are  taught  not 
riticize,  prejudge,  or 
i  sides.  "It's  very  use- 
information  as  an  introduc-    baird  with 

to  conflict  resolution,"  says    schooi  kids 
ette  Townley.  executive  di- 
or  of  the  National  Associa- 

for  Mediation  in  Education, 
or  Baird,  the  school  program  is  just 
of  several  causes  she  has  taken  up 
e  her  nomination  failed  in  Febru- 

1993.  Although  Baird  won't  com- 
it  on  the  incident  or  on  her  deal- 

with  the  President,  she  has  kept 
mg  ties  with  the  White  House— 
ugh  the  office  she  would  have  occu- 


pied if  it  had  not  been  disclosed  that 
she  failed  to  pay  Social  Security  taxes 
for  her  child's  nanny. 

Baird  has  been  working  closely  with 
Attorney  General  Janet  Reno  since  last 
summer  on  a  yet-to-be-announced  na- 
tional project  aimed  at  persuading  corpo- 
rate attorneys  to  volunteer  to  work  with 
children  in  their  spare  time.  The  pro- 
ject, Lawyers  for  Children,  will  also 
teach  kids  mediation  using  the  Aetna 
model.  In  addition,  Baird  sits  on  a  panel 


SAVINGS  FOR 
AETNA  DOWN 
THE  ROAD? 


that  advises  Clinton  on  foreign- 
relations  matters— a  post  she 
snagged  last  September,  partly 
because  of  her  role  in  helping  to 
handle  the  hostage  crisis  with 
Iran  during  the  Carter  Administration. 

But  Baird's  main  preoccupation  these 
days  is  school  mediation,  which  is  al- 
ready showing  promise.  At  Sandy 
Springs  Middle  School  in  Atlanta,  stu- 
dents are  sent  to  the  principal's  office 
40%  less  often  than  just  one  year  ago. 
At  South  Scranton  (Pa.)  Intermediate 


School,  teachers  report  that  fighting  has 
decreased  while  classroom  behavior  has 
improved.  And  at  Rochambeau  Middle 
School  in  Southbury,  Conn.,  a  potential 
tussle  between  two  students  ended  with 
an  agreement  by  the  two  not  to  talk  to 
each  other,  boasts  Ryan  Baran,  an 
eighth  grader  who  helped  strike  the 
deal.  "It  teaches  us  how  to  solve  our 
own  problems,"  says  Julie  Fishman,  an- 
other Rochambeau  eighth  grader. 

Certainly,  mediation  in  schools  isn't 
new.  But  corporate  participation— and 
recognition  of  its  benefits  to  business— is. 
Aetna,  the  only  company  thus  far  back- 
ing the  approach,  has  committed  some 
$50,000  to  it  and  has  also  donated  time 
and  supplies.  For  its  work,  Aetna  was 
given  the  Practical  Achievement  Award 
in  January  by  the  Center  for  Public  Re- 
sources, a  New  York  organization  work- 
ing to  cut  legal  costs. 

Aetna's  interest  in  the  field  began  in 
1984,  when  its  legal  department  first 
developed  the  mediation 
system  for  city  residents, 
using  Aetna  employees  to 
referee  criminal  or  civil 
disputes  out  of  court. 
Baird  estimates  that  Aet- 
na's efforts  will  eventually 
reduce  Hartford's  court 
caseload  by  10%.  Such 
success  led  the  insurer  to 
offer  its  program  five 
years  ago  to  teenagers  at 
Weaver  High  School  in 
Hartford. 

MORE  REFORM.  The  school 

program  is  part  of  Aet- 
na's push  to  reform  the 
legal  system.  Through 
Baird,  the  company  has 
contained  legal  costs  by 
paying  lawyers  for  their 
work,  not  for  the  time 
they  spend  doing  it.  Other 
billing  methods  tested  in- 
clude negotiating  discount- 
ed fees  with  firms  in  ex- 
change for  a  set  number 
of  cases.  All  told,  Aetna 
says  it  has  cut  its  legal 
bill  by  $8  million. 

For  the  moment,  however,  Baird  is 
most  dedicated  to  the  mediation  project 
and  to  her  4-year-old  son,  Julian,  who  re- 
cently wanted  to  punch  another  boy  who 
had  punched  him  first.  Baird  asked  him: 
"Did  he  hit  you  because  he  wanted  your 
attention,  or  did  you  do  something  to 
him?"  By  emphasizing  the  source  of  con- 
flict rather  its  outcome,  Baird  hopes  that 
Julian,  like  other  kids  learning  media- 
tion, will  get  the  message. 

By  Ckris  Roush  in  Southbury,  Conn. 
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BEWARE 

THE  IPO  MARKET 

INDIVIDUAL  INVESTORS  ARE  AT  A  BIG  DISADVANTAGE 


Vermont  Teddy  Bear  Co.  in 
Shelburne,  Vt.,  makes  ted- 
dy bears,  some  of  which  ac- 
tually say,  "I  love  you."  But 
when  the  company  went  to 
Wall  Street,  the  message  wasn't  "I  love 
you."  It  was  "Buy  our  stock."  Last  Nov. 
23,  Vermont  Teddy  Bear  went  public  in 
an  initial  public  offering  at  a  price  of 
$10  a  share.  The  stock  that  day  quickly 
zoomed  to  $19.  But  for  most  of  the  small 
investors  who  wanted  in  on  the  deal, 
the  $10  price  was  illusory.  Most  had  to 
pay  upwards  of  $16  during  the  first  two 
weeks  after  the  offering. 
■  Those  w  ho  did  made  a  bi.n  mis 


take.  In  early  December",  Vermont  Teddy 
Bear  stock  started  declining  steadily, 
and  by  Mar.  22,  despite  strong  earn- 
ings, it  was  back  to  $9.75  What  hap- 
pened? "If  I  knew,  I  would  be  lying  on  a 
beach,"  says  a  company  spokesman. 
Whatever  the  case,  investors,  probably 
pros,  who  bought  at  $10  at  least  have 
come  out  even.  But  the  little  guys  who 
came  in  late  are  big  losers. 
LUCRATIVE  DEALS.  That's  the  way  that 
things  often  work  in  the  IPO  game,  es- 
pecially over  the  last  several  years  as 
IPOs  have  produced  a  lush  flow  of  lu- 
crative deals.  It's  an  open  secret  on  Wall 
Street  that  when  it  comes  to  hot  IPOs, 


most  small  investors  stand  little  chant 
of  playing  the  game,  much  less  winninj 
But  the  Wall  Street  firms  have  done 
much  better  job  of  guarding  the  m 
chanics  of  an  informal  but  effective  sy 
tern  of  selling  IPOs  that  is  skewed  hea 
ily  in  favor  of  institutional  investors  an 
other  professionals.  "The  IPO  market 
definitely  rigged.  It's  rigged  against  th 
average  investor,"  says  Lynn  A.  Stou 
professor  of  securities  regulation 
Georgetown  University  Law  Center. 

Wall  Street  syndicate  managers  estB 
mate  that  institutions  get  to  buy  aboi 
60%  of  the  typical  IPO  deal  and  as  muc 
as  80%  of  the  shares  of  certain  hot  deal: 


IPO  PERFORMANCE 
VARIES  WIDELY... 


THE  HOTTEST  DEALS 

Past  1  2  months 


THE  BIGGEST  LOS 

Past  1 2  months 


Company 

Offering  date 


Offering  Recent  (losing 
price  price' 

CASINO  DATA  SYSTEMS 

APR.  5  $5.00  $33.75 


Company 

Offering  date 


Offering  Rei 
price 

IRG  TECHNOLOGIES 

MAY  14  $750 


BARRETT  BUSINESS  SERVICES 

JUNE  1 1  700  29.75 


IMAGE  BUSINESS  SYSTEM 

JUNE  10  7.00 


MICROCHIP  TECHNOLOGY 

MAR.19  1300  4500 

HOLLYWOOD  ENTERTAINMENT 

JULY  16  700  23.75 

CAMBRIDGE  TECHNOLOGY 

APR.  8  5.00  16.50 


TITLE  WAVE  STORES 

MAR.  17  4.13 


HARVEY  UNIVERSAL 

OCT.  20  8.00 


MIDISOFT 

JULY  19  3.50 

PEOPLES  CHOICE  TV 


JULY  8 


1050 


1 1  50 


34.13 


ABSOLUTE  ENTERTAINMEI 

APR.  29  10.00 

COMMUN.  HEALTH  COM 

MAR.  9  10.00 

EQUINOX  SYSTEMS 

APR.  15  11.50 


MONTEREY  PASTA 

DEC  7  6  00 

STYLES  ON  VIDEO 

MAR.  29  6.00 


16  38 


14.50 


INTERNATIONAL  PIZZA 

SEPT.  22  6.00 


RGB  COMPUTER  &  VIDEO 

JUNE  23  7.00 


PHYSICIAN  CORP.  OF  AMERICA 

MAR.  29  15.25  29.88 


PHOTONICS  CORP. 

NOV.  23  9.00 


DATA  SECURITIES  DATA  (0RP 
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the  most  active  IPO  buyer,  the 
;st  beneficiary  of  the  system  is 
m's  Fidelity  Investments,  the  larg- 
nutual-fund  company  (page  88). 
r  the  institutions  graze  the  mar- 
there  isn't  a  whole  lot  left,"  says 
Markese,  president  of  the  Ameri- 
Lssociation  of  Individual 
(tors.  "We've  basically 
ested  that  if  you  can 
some  shares  in  an  ofi'er- 

you  probably  don't 

it."  In  allocating  the 
ively  small  portion  of 
ssues  to  be  sold  to  re- 
lients,  internal  politics, 
ismanship,  favoritism, 
a  variety  of  quid  pro 

are  the  order  of  the 

e  so  far  ill-fated  Ver- 
Teddy  Bear  offering 
underwritten  by  Bar- 
n  Capital  Group  Ltd.,  a  small  New 
investment  banking  boutique.  But 
in  much  more  successful  deals  sold 
ajor  Wall  Street  firms,  the  small  in- 
>rs  usually  have  little  chance  of  get- 
in  on  the  ground  floor, 
ke  the  IPO  for  Amway  Asia  Pacific 
which  went  public  on  Dec.  14,  1993. 
/all  Street,  it  had  the  smell  of  a 
buster:  Armies  of  fervent  Amway 
people  poised  to  start  selling  house- 
cleaners,  cosmetics,  and  vitamins 
China  hungry  for  consumer  prod- 


ucts. Orders  for  15  times  the  available 
supply  of  stock  poured  in  to  lead  under- 
writer Merrill  Lynch  &  Co.  Shares  be- 
gan trading  at  the  offering  price  of  18 
and  closed  that  day  at  28%,  a  59%  rise. 
On  Mar.  22,  it  was  selling  at  41. 

What  were  the  chances  of  getting 
shares  at  the  $18  offering 
price?  If  you  were  an  Am- 
way distributor  or  employ- 
ee, you  had  a  good  shot  at 
a  sliver  of  a  600,000-share 
"set  aside,"  or  7.5%  of  the 
deal.  Institutional  investors 
scarfed  up  51%.  While  41% 
was  targeted  to  retail  in- 
vestors, some  portion  was 
likely  acquired  by  profes- 
sionals who  specialize  in 
selling  their  shares  shortly 
after  the  offering.  For  the 
average  individual  investor, 
well,  forget  about  it.  Merrill 
Lynch  offices  got  just  a  few  hundred 
shares  each.  Says  Thomas  W.  Eggles- 
ton,  Amway  Asia's  chief  executive:  "A 
number  of  very  small  investors  were 
able  to  get  in  at  26  to  30."  Despite 
Amway's  efforts  to  include  small  inves- 
tors, for  the  little  guy  to  get  shares  at 
18,  Eggleston  admits,  "it  was  difficult." 
Merrill,  however,  says  it  sold  Amway 
Pacific  stock  at  18  to  6,627  retail  in- 
vestors. 

Getting  a  hefty  slice  of  the  best  offer- 
ings is  only  part  of  the  advantages  that 


institutions  enjoy.  They  also  have  much 
more  flexibility  in  trading  their  shares. 
Giving  big  investors  a  better  break,  of 
course,  is  not  illegal  or  even  unethical. 
And  the  biggest  institutions,  such  as  Fi- 
delity Investments,  use  their  clout  on 
behalf  of  small  investors.  But  some  as- 
pects of  the  big  investors'  favored  posi- 
tion, such  as  their  access  to  privileged 
information,  raise  questions. 

ipos  have  become  one  of  the  few  re- 
maining financial  candy  stores  of  the 
1990s.  With  the  Casino  Society  of  the 
1980s  in  eclipse,  IPOs  still  hold  out  the 
promise  of  a  quick  buck  for  those  fa- 
vored investors  who  know  how  to  play 
it.  Access  to  a  nearly  guaranteed  profit 
has  become  a  new  kind  of  currency  used 
by  brokers,  underwriters,  and  issuers 
to  reward  good  customers. 
even  division.  Wall  Street  underwriters 
certainly  don't  see  it  this  way.  They  say 
that  they  go  to  great  lengths  to  make 
sure  the  issuer  is  happy  with  the  perfor- 
mance of  its  IPO.  And  they  also  claim 
they  try  to  diwy  up  stock  fairly  to  their 
retail  and  institutional  investors.  "At 
Merrill  Lynch,  we  sell  every  stock  to 
our  retail  customers,"  says  Thomas  W. 
Davis,  managing  director  of  equity  cap- 
ital markets  at  Merrill  Lynch,  which  in 
1993  underwrote  three  times  as  many 
IPOs  as  their  nearest  competitor.  Often 
40%  of  IPOs  are  set  aside  for  retail  in- 


ND  THE  LITTLE  GUY  DOESN'T  GET  IN 
ON  THE  BEST  ACTION 


HOW  THE  GOOSE  GETS 
CARVED  UP 


HOT  DEALS 

■  INSTITUTIONS 

■  INDIVIDUALS 

■  FLIPPERS 

CORPORATE 
CUSTOMERS 
&  FRIENDS 


NORMAL  DEALS 


WHY  INDIVIDUAL  INVESTORS 
GET  THE  LEFTOVERS 

►  Institutions  receive  the  largest 
allocation  of  hot  deals,  while 
small  investors  get  a  small  slice  of 
hot  IPOs  and  a  large  portion  of 
the  weakest  deals. 

►  Small  investors  only  get  written 
information  from  the  prospectus 
and  are  excluded  from  road 
shows.  Institutions  can  attend 
them  and  get  future  earnings 
estimates. 

►  Wall  Street  firms  have  elabo- 
rate systems  that  penalize  bro- 
kers if  they  allow  their  customers 
to  flip  IPOs,  while  large  investors 
are  frequently  allowed  to  flip  with 
relative  impunity. 

DATA  BUSINESSWEEK  ESTIMATES 
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vestors,  such  as  Monterey  Pasta  Co., 
which  earmarked  75%  of  its  12.3  million 
offering  for  small  investors.  Other  Street 
executives  admit  institutions  get  a 
break.  But  they  say  that's  because  insti- 
tutions are  the  biggest  buyers  and  hold- 
ers of  blocks  of  ipos.  Institutional  partic- 
ipation in  an  IPO  is  critical  to  its  success. 

And  even  the  market's  critics  agree 
that  the  U.  S.  IPO  market  is  the  envy  of 
the  world.  In  1993,  underwriters  raised  a 
record  $57.5  billion  for  fledgling  compa- 
nies, up  sharply  from 
$40  billion  the  year  be- 
fore. "The  IPO  market  is 
the  most  efficient  alloca- 
tor of  capital  ever  de- 
vised in  the  world,"  says 
Chairman  M.  William 
Benedetto,  of  Benedetto, 
Gartland  &  Greene. 

Yet  all  that  said,  the 
market  still  has  some  se- 
rious systemic  flaws.  In 
a  two-month  investiga- 
tion involving  dozens  of 
interviews  with  brokers, 
hedge  funds,  syndicate 
managers,  issuers,  insti- 
tutional investors,  secur- 
ities lawyers,  and  other 
key  actors,  business 
WEEK  found: 
■  Institutional  investors 
get  better  information 
during  IPO  offerings  than 
individual  investors  get. 
Institutions  are  invited 
to  attend  elaborate  "road 
shows"  that  promote  the 
offering.  There,  officials 
often  disclose  important 


profit  by  selling  hot  IPOs  immediately. 
But  the  Street  allows  institutional  cus- 
tomers to  flip  with  relative  impunity. 

At  the  retail  level,  some  brokers 
claim,  there  are  questionable  practices, 
including  favoritism,  in  the  allocation  of 
shares  to  brokers  and  clients.  Brokers 
sometimes  push  less  desirable  high-com- 
mission deals  on  customers  to  boost 
their  own  chances  of  getting  the  hot 
ones  and  offer  shares  in  attractive  deals 
only  to  favored  customers. 


details  about  the  company  and  the  deal, 
investors  say.  Individuals  are  usually 
barred  from  road  shows  and  must  rely 
mainly  on  the  prospectus. 

■  The  IPO  "gray  market,"  in  which 
underwriters  solicit  orders  for  shares 
from  investors  before  the  offering,  en- 
ables institutions  to  predict  with  some 
precision  at  what  price  a  new  issue  will 
trade  on  opening  day.  Although  there 
are  news  services  that  report  on  the 
IPO  market,  small  investors  seldom  have 
direct  access  to  the  information  institu- 
tions have. 

■  Firms  use  devices  called  "syndicate 
penalty  bids"  to  artificially  prop  up  the 
post-offering  prices  of  weaker  issues— de- 
vice that  go  beyond  routine  market  sta- 
bili  v  ion— and  keep  small  investors  in 
those  deids  even  when  the  deals  are 
stumbling  These  restrictionsare  less 
strictly  applied  to  institutional  investors. 

■  Brokerage  f'irms  have  special  systems 
to  penalize  small  investors  and  retail 
brokers  who  "flip"  IPOs— turning  a  quick 


"AT  MERRILL,  WE  SELL  EVERY 
STOCK  TO  OUR  RETAIL 
CUSTOMERS,"  SAYS  DAVIS, 
MANAGING  DIRECTOR 
OF  EQUITY  CAPITAL  MARKETS 


Last  summer,  the  Securities  &  Ex- 
change Commission  launched  an  infor- 
mal inquiry  into  the  IPO  market,  includ- 
ing aftermarket  performance  and  sales 
and  trading  practices.  A  team  from  the 
agency's  market  regulation  unit  ques- 
tioned many  key  players.  According  to  a 
senior  official,  the  SEC  so  far  has  not 
uncovered  pervasive  "abuses,"  but  the 
inquiry  is  continuing. 


Perhaps  the  major  advantage  instif 
tions  enjoy  in  the  IPO  game  is  infornjf 
tion.  In  addition  to  the  prospectus,  tl 
main  place  where  institutions  get  kfcs 
information  is  from  the  road  shows  af- 
one-on-ones  with  company  managemeijk 
Most  underwriters  exclude  individual  ft 
vestors  from  these  affairs,  which  ai  1 
held  at  such  places  as  New  York's  Plafc 
Hotel  or  "21"  Club.  For  example,  sjfc 
Francisco-based  Montgomery  Securiti 
says  that  its  road  shows  are  "only  op 
to  our  institutional  c 
ents." 

Underwriters  also  < 
ten  bar  the  press  frc 
road  shows,  on  tl 
grounds  that  articl 
based  on  the  road  sh< 
could  cause  the  sec 
question  whether  tl 
company  is  solicitii 
publicity.  But  Loi 
Lowenstein,  a  law  pi 
fessor  at  Columbia  Ui 
versity,  sees  things  d 
ferently.  "If  the  press 
kept  out,"  he  says,  ' 
makes  you  wonder 
what's  going  on  is  co 
sistent  with  the  spii 
and  letter  of  the  Sect, 
ities  Act  of  1933."  Seci 
ities  lawyers  say  si 
rules  don't  bar  the  pre 
from  road  shows. 

KICKING  TIRES.  I  list  it 

tional  representative 
who  do  attend  often  firi 
them  very  informativjjt*: 
William  M.  Osborne  III 
president  of  McKink 
Capita]  Partners  Ltd.,  a  $100  millic 
fund  that  specializes  in  investing  in  IP( 
and  secondary  offerings,  says  inform 
tion  he  gleans  from  road  shows  is  a  k« 
part  of  his  decision  to  invest.  "You  get 
chance  to  meet  management  and  kic 
the  tires,"  he  says. 

One  big  difference  between  the  info 
mation  in  the  prospectus  and  that  ava 
able  at  the  road  show  is  that  the  pro 
pectus  contains  no  projections 
earnings.  At  road  shows  and  one-oi 
ones,  however,  investment  bankers  ar 
company  officials  will  sometimes  discu: 
their  expectations. 

A  peek  into  a  road  show  suggest 
that  there  is  sometimes  more  inform; 
tion  available  there  than  in  the  dry,  hi 
tory-laden  prospectus.  After  being  tol 
by  an  official  of  Dillon,  Read  &  Co.  th, 
the  press  wasn't  welcome  at  its  Febri 
ary  road  show  of  BioCryst  Pharmaceut 
cals  Inc.,  a  BUSINESS  WEEK  editor  ident 
tied  himself  to  a  senior  executive  of  th 
underwriter  at  the  Plaza  Hotel  hind 
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nd  took  a  seat.  Investment  bankers 
ompany  officials  described  the  com- 
s  results  in  preclinical  trials  of  its 
al  cream  as  "encouraging"  and  "fa- 
de," and  showed  slides  giving  specif- 
ta  on  trial  results  not  revealed  in 
irospectus.  Charles  E.  Bugg,  chief 
itive  of  BioCryst,  said  the  compa- 
iermal  cream  "could  be  on  the  mar- 
ometime  in  1996."  Dillon  Read  and 
:yst  declined  comment, 
en  syndicate  managers  have  trou- 
efending  this  informational  double 
ard.  Retail  brokers  occasionally  get 

own  road  shows, 
rwise,  retail  inves- 

are  out  of  luck. 

get  a  strong  sense 
management  and 

they  think.  The  in- 
ual  investor  doesn't 

that  opportunity," 
ts  David  Weild  IV, 
of  global  equity 
;actions  at  Pruden- 
>ecurities  Inc. 
iad  shows  are  only 
»f  the  ways  in  which 
utions  get  preferen- 
iccess  to  useful  in- 
ition.  Institutions  of- 
have  close  ties  to 
icate  managers  who 
it  "indications  of 
est"  in  an  upcoming 
from  prospective  in- 
>rs.  This  "gray  mar- 
as  it  is  called,  en- 
;  the  institutions  to 
i  feel  for  where  the 
es  will  likely  open 
close  the  first  day 
•ading.  Fidelity  In- 
dents is  even  able 
ictate  the  prices  of 
>  deals,  Street  sources  say.  Fidelity 
3S  this.  "It  would  be  wonderful  if 
ould  set  prices.  But  that's  overstat- 
t,"  says  William  Hayes,  chief  operat- 
tfficer  for  equity  operations. 
ACCESS.  Retail  brokers  also  pass 
f  "indications  of  interest"  information 
istomers.  But  most  brokers  don't 
!  the  close  relationships  with  the 
icate  departments  needed  to  get  a 
e  of  supply  and  demand.  Even  bro- 

who  do  have  access  may  not  share 
nformation  with  their  clients, 
stitutions  also  come  out  ahead  when 
mes  to  deciding  who  gets  how  many 
es  in  an  IPO  deal.  "By  and  large," 

John  Castle,  chairman  of  Castle 
an  Inc.,  "those  who  control  this  to- 
are  institutions." 

tie  accepted  practice  further  reduces 
shares  left  for  ordinary  investors. 
>orate  issuers  use  their  IPOs  to  pay 
rs  and  can  set  aside  from  5%  to  10% 
ieir  shares  for  special  buyers.  For 


example,  Synopsis,  a  software  maker 
based  in  Mountain  View,  Calif.,  set  aside 
5%  of  its  February,  1992,  IPO  for  cus- 
tomers, vendors,  and  employees,  says 
A.  Brooke  Seawell,  the  company's  se- 
nior vice-president. 

At  the  retail  level,  making  allocations 
often  amounts  to  gutter  fighting.  But 
predictably,  some  retail  investors  and 
their  brokers  come  out  a  lot  better  than 
others.  In  the  catbird  seat  sits  the  retail 
coordinator,  who  decides  with  the  syndi- 
cate department  how  much  stock  of  each 
deal  gets  allocated  to  retail  branches, 


UNEVEN 


BROKER  URBEALIS  SAYS 
WALL  STREET  IS  "MANIPULATING 
THE  MARKET"  BY  PENALIZING 
THOSE  WHO  FLIP,  OR  MAKE 
QUICK  TRADES  IN  IPOs 


and  often  within  those  branches  to 
which  brokers.  There  is  rarely  enough  to 
go  around.  But  Merrill  insists  its  alloca- 
tion process  works  very  well.  "Any  cus- 
tomer can  get  involved  in  any  deal. 
What  happens  is,  they  don't  get  as  much 
as  they  want  of  the  hot  deals,"  says  Mi- 
chael Sullivan,  the  syndicate  coordina- 
tor for  Merrill's  largest  retail  office. 


How  much  stock  an  office  or  broker 
gets  depends  in  part  on  their  syndicate 
rankings,  which  is  a  list  of  brokers  and 
offices  in  order  of  how  many  new  is- 
sues, good  and  bad,  each  broker  and  of- 
fice has  sold.  "The  way  to  move  up  on 
the  syndicate  ranking  is  to  sell  [new  of- 
ferings of]  closed-end  bond  and  other 
funds,"  says  Dennis  O'Connor,  a  former 
Merrill  and  Shearson  Lehman  broker, 
now  a  money  manager  in  Connecticut. 
Closed-end  bond  funds  are  high-margin, 
high-commission  deals,  a  number  of 
which  have  posted  poor  results  in  re- 
cent years. 

Bren  Sheehan,  a  for- 
mer Merrill  Lynch  bro- 
ker in  the  firm's  Stam- 
ford (Conn.)  office, 
complains  that  the  allo- 
cation of  new  issues 
there  was  run  by  a 
small  group  of  cronies 
who  managed  to  get 
large  portions  of  hot 
deals.  "There  were  four 
or  five  guys  who  always 
seemed  to  do  well,"  she 
says.  Sheehan  says  she 
got  a  mere  five  shares 
of  Boston  Chicken,  one 
of  the  hottest  deals  of 
1993. 

Says  Daniel  J.  Dona- 
hue, Merrill's  director 
for  Stamford:  "Bren's 
statement  is  inaccurate. 
We  allocate  shares  based 
primarily  on  past  partic- 
ipation in  underwriting 
business,  but  we  try  to 
include  all  of  our  finan- 
cial consultants  on  all 
our  deals  in  which  they 
and  their  clients  are 
interested.  I  personally  approve  the  al- 
location of  hot  deals,  including  Boston 
Chicken,  in  which  1,600  shares  were  al- 
located to  45  financial  consultants." 

Even  after  some  IPOs  have  been  sold, 
the  jostling  for  position  among  retail  in- 
vestors can  continue.  Although  many 
don't  know  it,  their  ability  to  buy  stock 
in  the  aftermarket  of  some  IPOs  has  al- 
ready been  determined  by  brokers,  who 
base  their  judgments  on  the  gray  mar- 
ket. This  involves  a  kind  of  price  ladder, 
a  schedule  telling  which  retail  customers 
are  to  be  let  in  on  the  deal  and  at  what 
price.  So  after  a  hot  IPO  opens  at,  say, 
20  and  goes  to  27,  one  investor  might  be 
told  he  can  get  100  shares  at  27  that 
day,  while  another  investor  is  told  she 
has  dibs  on  100  shares  at  30  the  day 
after.  "The  whole  schedule  is  laid  out 
in  advance  of  who  gets  in  and  at  what 
time,"  says  one  government  investiga- 
tor about  several  IPOs  he  has  studied. 
Small  investors  who  don't  get  in  on 
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IN  IPOs,  FIDELITY 
IS  THE  ONE  WITH  THE  MUSCLE 


■  n  the  game  of  initial  public  offer- 
I  ings,  no  one  doubts  that  Fidelity 

■  Investments  is  the  800-pound  goril- 
la. The  Boston  mutual-fund  giant  is 
the  largest  and  the  most  aggressive 
buyer  of  IPOs.  By  using  its  clout  on 
behalf  of  investors  in  its  funds,  Fidelity 
gets  hefty  allotments  of  hot  IPOs  and 
can  sometimes  influence  their  prices, 
say  Street  sources. 

This  has  created  a  power  struggle 
between  the  company  and  Wall 
Street's  underwriters.  Underwriters 
don't  like  to  be  quoted  criticizing  their 
best  customer,  the  producer  of  a  huge 
flow  of  commissions.  But  if  granted 
anonymity,  they  sometimes  complain 
about  Fidelity's  power.  "Fidelity  is  the 
one  account  on  the  Street  with  the 


are  probably  the  biggest  buyer  of 
IPOs,"  picking  up  about  10%  of  all  new 
issues,  says  Richard  Spillane,  Fideli- 
ty's director  of  research.  But  Fidelity 
says  that  it  is  basically  doing  what  it 
can  to  get  the  best  deal  for  its  share- 
holders, who  are  mostly  small  inves- 
tors. William  J.  Hayes,  chief  operating 
officer  for  equity  operations,  says 
underwriters  set  prices  and  Fidelity 
just  voices  its  opinions.  Says  Hayes: 
"We  will  challenge  them  on  the  price 
of  a  deal  to  keep  'em  honest." 

The  rivalry  between  the  two  sides 
plays  out  in  many  ways.  Last  spring, 
claim  several  sources,  Fidelity  became 
unhappy  with  a  Merrill  Lynch  &  Co. 
IPO  because  it  felt  the  price  was  too 
high.  When  Merrill  refused  to  lower 


muscle  to  push  in- 
vestment banks 
around,"  says  one 


•AGUE 


underwriter  of  Fi-   D0ES  FIDELITY  INFLUENCE 


delity's  IPO  prowess. 

"They're  the  big- 
gest pain  in  the  ass 
of  all  our  accounts," 
says  another  underwriter.  "They  hold 
fast  and  try  to  get  you  to  price  cheap- 
er." Adds  one  senior  investment  bank- 
er: "When  they  say  they  want  10%, 
they  mean  10%.  They  don't  want  to 
get  cut  back."  Even  among  institution- 
al investors,  Fidelity  is  in  its  own 
league.  "Many  other  big  institutions 
wait  to  see  what  Fidelity  does  before 
they  decide  whether  to  invest,"  says 
the  CFO  of  a  biotech  company. 

Fidelity  confirms  its  primacy  in  the 
IPO  market.  "I  would  guess  that  we 


THE  OFFERING  PRICE  OF  IPOs? 


the  price,  say  the 
sources,  Fidelity 
put  Merrill  in  the 
"penalty  box"  by 
avoiding  Merrill 
deals  for  a  few 
weeks.  Fidelity  and 
Merrill  deny  the  in- 
cident occurred.  Fidelity's  Hayes  says: 
"There  could  be  a  [Fidelity]  fund  man- 
ager who  likes  xyz  Co.  but  thinks  it's 
priced  too  high.  He  might  say:  'I'm 
not  going  to  participate  in  your  next 
couple  of  deals.'  That's  his  business." 

Fidelity  may  be  simply  using  its 
heft  to  protect  the  little  guy,  but  as 
the  underwriters  see  it,  the  fund  giant 
still  weighs  800  pounds  and,  as  the 
saying  goes,  can  sit  wherever  it  wants. 

By  Leah  Nathans  Spiro  and  Phillip 
L.  Zweig  in  New  York 


■ 


the  deal  until  the  upper  rungs  of  tlr> 
ladder  are  not  as  likely  to  achieve  go< 
returns,  because  most  IPOs  see  the! 
biggest  gain  on  the  first  day  they  are 
sued.  Two  professors  from  Texas  Chri! 
tian  University  and  Indiana  Universit 
Christopher  B.  Barry  and  Robert  1 
Jennings,  found  in  a  1993  study  ths 
on  average,  90%  of  the  returns  in  cor) 
mon  stock  offerings  are  earned  by  tt 
initial  buyers  of  the  shares  on  the  fir| 
day.  The  main  reason  is  that  underwr: 
ers  typically  underprice  IPOs  by  15% 
make  sure  that  they  sell  well.  "Thu 
only  original  purchasers  in  the  offerir  f 
benefit  from  the  underpricing  of  tl 
IPO,"  Barry  and  Jennings  conclude. 

Long-term  performance  of  IPOs 
pretty  dismal.  If  you  bought  IPOs  ar 
held  them  for  five  years,  your  averajj 
annual  return  would  be  only  5%  p 
year,  concludes  Jay  Ritter,  professor 
finance  at  the  University  of  Illinois.  Th 
compares  with  the  16%  average  retu: 
that  could  be  earned  by  investing 
equal  amount  each  year  in  compani 
of  the  same  size  that  didn't  issue  stoci 

IPOs  do  reasonably  well  for  a  whil 
But  after  that,  things  get  dicey.  "Sta: 
dard  operating  procedure  for  anyone  i: 
vesting  in  IPOs  is  to  be  out  within  tl 
first  90  days  of  trading,"  says  Robei 
Natale,  of  Emerging  &  Special  Situ 
Hons,  a  newsletter  published  by  Stai 
dard  &  Poor's  Corp.,  a  unit  of  McGrav 
Hill  Inc.,  which  owns  BUSINESS  WEEK. 

Why  the  sharp  drops  after  a  shoi 
time?  Company  insiders  with  restricte 
stock  are  typically  prohibited  from  sel 
ing  their  shares  until  180  days  after  th 
offering.  Once  these  shares  start  filterin|- 
out,  however,  prices  tend  to  weakei 
Another  reason  is  that  most  issues  ar 
timed  by  underwriters  to  coincide  wit 
peaks  in  market  and  industry  cycle: 
It's  often  downhill  from  there. 
blacklisting.  But  probably  the  moi 
troubling  Wall  Street  practice  that  s 
lently  works  against  the  small  investo 
is  what  is  called  a  "syndicate  penalt 
bid."  This  is  a  penalty  imposed  on  bn 
kers  who  "flip,"  or  sell  their  customer: 
IPO  shares  right  after  the  offering.  Th 
practice,  devised  by  a  group  of  top  Wa 
Street  firms  during  Securities  Industr 
Assn.  meetings  in  the  late  1980s,  is  use 
by  underwriters  to  help  prop  up  th 
stock  price  of  an  IPO  in  the  sensitiv 
weeks  following  its  issue.  Brokers  whos 
customers  flip  risk  having  their  commi.' 
sions  taken  away,  giving  them  an  incer 
tive  to  discourage  customers  from  sellin; 
out.  Sometimes,  firms  even  blacklist  cus 
tomers  who  habitually  flip.  "It's  a  forr 
of  stock-price  manipulation  if  you  ca 
get  a  customer  to  hold  an  IPO  a  month, 
says  Georgetown's  Stout. 
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nalty  bids  present  brokers  with  a 
conflict  of  interest  between  doing 
's  most  lucrative  for  themselves 
vhat's  in  the  best  interest  of  their 
mer.  Syndicate  managers  dismiss 
argument,  saying  brokers  will  do 
is  best  for  the  client.  Penalty  bids 
lot  used  on  hot  deals,  since  these 
3on't  need  any  price  support.  Rath- 
ley  are  used  on  weaker  deals  in 
3r  of  plummeting  in  price  soon  after 
are  issued- 10%  to  20%  of  all  IPOs. 
IPO  with  a  penalty  bid  was 
iwest  Airlines  Inc.,  say  sources, 
stitutional  investors  who  flip  are 
;  less  likely  to  be  penalized  than 
flippers.  While  a  retail  flipper  may 
tnned  from  buying  IPOs,  institution- 
stomers  are  seldom  dropped  be- 
;  they  flipped  IPOs. 


Wall  Street  firms  go  to  great  lengths 
to  root  out  retail  flippers,  which  include 
small  investors  and  professional  flippers. 
Prudential  Securities,  for  one,  has  creat- 
ed a  new  automated  system  that  lets 
syndicate  managers  identify  retail  flip- 
pers and  their  brokers.  Flippers  who 
are  fingered  can  be  cut  out  of  future 
deals.  "We're  not  going  to  tolerate 
systematic  flipping  on  issues,"  says  Pru- 
dential's Weild.  Some  prominent  retail 
investors  can  flip.  With  the  help  of  an 
investment  adviser  who  was  a  high 
school  friend,  Speaker  of  the  House  Tom 
Foley  garnered  about  $100,000  from  1989 
to  1992  by  flipping  out  of  nearly  all  of 
his  42  IPO  stakes,  according  to  reports. 

Underwriters  defend  the  penalty  bid 
system  as  a  way  to  eliminate  flippers, 
whom  they  see  as  parasites,  much  as 


risk  arbitrageurs  were  seen  in  the  1980s. 
"I'll  be  damned  if  I  can  find  anything 
socially  useful"  about  a  flipper,  says 
Lawrence  Auriana,  co-portfolio  manager 
of  the  Kaufmann  Fund.  Issuers,  more- 
over, blame  flippers  for  sabotaging  their 
offerings.  Perhaps  the  most  damning  ar- 
gument against  the  professional  flippers 
is  that  they  hog  the  retail  supply  of 
stock.  "The  flippers  take  away  stock 
from  small  investors,"  says  Benedetto. 

But  in  the  opinion  of  flippers  and 
other  IPO  players,  Wall  Street's  cam- 
paign against  flippers  is  misguided.  Flip- 
pers claim  they  help  the  market.  Says 
McKinley  Capital's  Osborne,  who  says 
he's  a  long-term  IPO  investor:  "The  flip- 
per community  gives  immediate  liquidity 
for  people  who  wanted  to  buy  stock." 
And  trying  to  ban  flippers,  they  say,  is 


FLIPPERS:  IN  THE  SHADOWS  OF  WALL  STREET 


|  he  Northwest  Airlines 
Inc.  initial  public  offer- 
ing on  Mar.  17  was 

exactly  a  scorcher.  Orig- 

ly  expected  to  be  priced 

veen  19  and  21,  it  was 

red  at  13  and  immedi- 

y  traded  down  to  12%. 
that  didn't  deter  one 

Der,  a  professional  who 

s  IPOs  at  the  initial  offer- 
price  and  tries  to  sell 

n  in  the  next  hours  or 

s  for  a  quick  profit.  He 

ght  several  thousand 

res  of  Northwest  at  the 

Ting  hoping  it  would 

;h  13/4  in  a  few  days,  a 

lest  5%  profit.  He  also 

another  goal:  ingratiat- 

himself  with  his  broker. 

•ought  it  because  it  will 

)  me  get  other  things," 

s  one  flipper.  "Maybe  I 

buy  myself  a  friend." 

Jnlike  big  institutional 

buyers,  flippers  operate 

;he  shadows  of  Wall  Street.  They 

nd  much  of  their  time  trying  to 

wit  antiflipper  maneuvers  by  bro- 

age  executives,  who  contend  that 

ping  disrupts  offerings.  For  that 

son,  flippers  remain  secretive  and 

rilling  to  be  quoted  by  name.  Flip- 

s  are  also  called  hedge  funds,  but 
not  to  be  confused  with  big-time 

ley  managers. 

AKING  RULES.  Many  flippers  are  ex- 
kers  who  have  an  insider's  view  on 
j  to  navigate  the  market.  They  tend 
De  one-man  bands  who  operate  out 
;heir  homes,  work  their  quote  ma- 
les, and  play  with  perhaps  $500,000 


of  their  own  money.  Some  function  on 
a  grander  scale,  investing  upwards  of 
$30  million  of  other  people's  money. 
Estimates  of  their  numbers  range  from 
200  to  several  thousand. 

Flippers  get  IPOs  by  reaching 
through  cracks  in  the  system,  often 
dealing  with  brokers  willing  to  flout 
their  firms'  antiflipper  rules.  Flippers 
keep  the  brokers  happy  by  generat- 
ing lots  of  commissions.  Says  the  flip- 
per: "I  am  a  sweetheart  of  an  account. 
They'll  give  me  merchandise  before 
they  give  it  to  other  customers." 

To  increase  their  chances  of  getting 
stock,  flippers  may  have  a  dozen  or 


more  brokerage  accounts  at 
various  firms  and  offices 
around  the  country  and 
even  multiple  accounts  at 
one  firm.  "The  perfect  [flip- 
per] has  a  broker  in  every 
branch,"  says  Dennis  O'Con- 
nor, a  former  Merrill  Lynch 
&  Co.  broker. 

On  a  typical  day,  a  flipper 
will  look  at  the  calendar  of 
IPOs  that  are  expected  to  be 
priced  that  day.  By  calling 
around  to  brokers,  he  will 
select  the  most  promising 
offering.  In  one  week  in 
February,  one  flipper  made 
$1,500  on  six  IPOs  and  lost 
$1,000  on  another,  an  offer- 
ing for  Playtex  Products 
Inc.,  a  Merrill  Lynch  deal. 
A  one-man  shop  may  do 
4,000  to  6,000  trades  a  year. 

The  hot  IPO  market  has 
made  many  flippers  very 
rich.  "It  has  been  a  no- 
brainer  for  two  years,"  says 
the  flipper.  "Just  sell  it  within  72 
hours.  Maybe  seven  days,  if  you  really 
like  it."  But  now  the  IPO  market  is 
running  out  of  steam,  perhaps  just 
temporarily,  and  the  brokerage  indus- 
try's campaign  against  flippers  is  get- 
ting tougher.  Most  firms  no  longer  let 
customers  have  more  than  one  account. 
Institutions  still  play  the  IPO  market 
with  impunity,  but  the  flippers'  chanc- 
es for  big  gains  may  be  shrinking.  "It's 
the  whore  and  madonna  system," 
gripes  the  flipper.  "We're  the  whores, 
and  the  institutions  are  madonnas." 

By  Leah  Nathans  Spiro  and  Phillip 
L.  Zweig  in  New  York 
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just  an  attempt  to  prop  up  the  prices  of 
weak  issues  while  institutions  cash  out 
and  individual  investors— the  "dumb  mon- 
ey" as  one  underwriter  put  it— are  left 
holding  the  bag.  Wall  Street  firms  are 
"manipulating  the  market"  with  the  pen- 
alty bid,  says  Richard  C.  Urbealis  Jr.,  a 
broker  who  left  Merrill  Lynch  in  1992  af- 
ter the  firm  took  away  commissions  he 
earned  as  a  broker  serving  clients  who 
traded  IPOs.  "If  the  stock  has  real  value 
there  will  be  long-term  investors.  The 


market  will  dictate  if  it's  good  merchan- 
dise or  not."  A  Merrill  Lynch  spokes- 
woman denies  that  it  engages  in  market 
manipulation  and  said  that  as  a  matter 
of  policy  the  firm  does  not  comment  on 
matters  relating  to  former  employees. 

Letting  the  market  determine  the 
worth  of  merchandise  is  a  process  that 
is  suppressed  in  the  world  of  IPOs  these 
days.  The  IPO  market,  for  all  its 
strengths,  is  being  seriously  distorted 
by  practices  that  have  too  much  to  do 


with  greed  and  too  little  to  do  witl 
serving  investors,  both  big  and  smal 
If  Wall  Street  doesn't  start  dealing  wit 
these  shortcomings  by  abolishing  devil 
es  that  discriminate  against  small  inve| 
tors— the  IPO  market  could  lose  the  coi 
fidence  of  the  investor  it  needs  t 
function— it's  a  good  bet  that  the  SE 
will  take  over  the  job. 

By  Phillip  L.  Zweig  and  Leah  Nathm 
Spiro  in  New  York,  with  Michael  Schroedi 
in  Washington 


SMALL  FRY  AND  IPOs:  NOT  QUITE  THE  IMPOSSIBLE  DREAM 


Should  an  individ- 
ual play  the  new- 
issue  market? 
"Don't  even  think  about 
it,"  says  Richard  B. 
Hoey,  chief  economist 
at  Dreyfus  Corp.  "The 
ability  of  individuals  to 
invest  in  the  new-issue 
market  over  an  extend- 
ed period  of  time  is 
very  limited." 

Yet  some  individuals 
do  manage  to  buy  the 
best  initial  public  offer- 
ings, says  Robert  Na- 
tale,  a  new-issues  ex- 
pert at  Standard  & 
Poor's  Corp.  "The  ma- 
jority of  [individual]  in- 
vestors won't  get  a  hot 
deal,  but  if  you  are  an  active  trader, 
you  can  get  some." 

Your  biggest  problem  will  be  get- 
ting your  hands  on  hot  deals  at  the 
issue  price.  Most  of  the  money  in  the 
IPO  market  is  made  in  the  first  day  of 
trading.  The  trick  is  finding  a  broker 
and  a  firm  with  access  to  new-issue 
allocations.  Then  you  need  to  generate 
enough  commissions  to  get  your  broker 
to  give  you  some  plum  IPO  allocations. 

In  selecting  a  broker,  try  to  open 
an  account  with  one  of  the  firm's  big- 
gest producers,  who  get  most  hot  is- 
sues. You  can  find  out  who  the  big 
shots  are  by  asking  who  are  members 
of  the  chairman's  or  president's  club 
at  the  firm.  While  you  may  not  rate 
highly  with  these  heavy  hitters,  top 
producers  sometimes  get  extra  shares 
for  prospecting  purposes. 

Care  and  stroking  of  your  broker  is 
crucial.  Being  a  good  customer— and 
that  includes  doing  some  non-IPO  trad- 
ing—is the  best  way  to  get  his  atten- 
tion. Another  tactic  is  to  refer  clients 
to  the  broker,  says  Dennis  R  O'Connor-, 
a  former  Merrill  Lynch  &  Co.  broker. 


PRIVATE  CLUB 


THE  BIGGEST  PROBLEM  FOR  AN 

INDIVIDUAL  IS  GETTING  IN  ON 

AN  IPO  AT  THE  ISSUE  PRICE 

What  firm  you  choose  can  also  make 
a  difference.  While  the  big  retail  hous- 
es have  the  richest  supply  of  IPOs, 
some  seasoned  IPO  investors  recom- 
mend smaller,  regional  securities  firms 
that  are  often  members  of  IPO  syndi- 
cates. Take  Qamar  U.  Zaman,  a  hema- 
tologist  in  Cumberland,  Md.  Out  of  his 
five  brokers,  his  most  active  account  is 
with  Wheat,  First  Securities  Inc.  The 
Richmond  (Va.)  firm  is  small  enough 
for  Zaman's  broker  to  be  in  close  touch 
with  the  firm's  syndicate  department,  a 
big  plus  in  obtaining  stock  and  find- 
ing out  if  a  particular  IPO  is  in  de- 
mand. "My  Smith  Barney  [Shearson 
Inc.]  broker  tries  to  get  me  stock,  but 
there  are  so  many  brokers  and  so  few 


shares,  there  is  not 
much  to  go  around." 

You  may  do  better 
with  a  broker  in  a  ma- 
jor city,  since  these  of- 
fices get  larger  alloca- 
tions. Other  good 
places  are  wealthy  com 
munities  such  as  Palm 
Beach,  Fla.,  Greenwich 
Conn.,  and  Beverly 
Hills,  Calif. 

easier  way.  Knowing 
what  issues  to  buy  can 
be  tricky.  One  surefire 
warning  sign  that  an 
IPO  is  a  dog  is  if  an 
underwriter  cuts  the 
price  or  the  number  of 
an  IPO's  shares,  which 
your  broker  may  know. 
Another  is  if  a  broker  calls  you  with 
an  IPO.  IPO  pros  do  their  own  pros 
pecting,  using  newsletters  and  other 
sources.  The  IPO  Financial  Network,  a 
Springfield  (N.J.)  research  service,  has 
a  900  number  that  tells  callers  which 
deals  are  coming  and  how  they  are  ex- 
pected to  trade. 

An  easier  way  to  play  the  IPO  mar 
ket  is  to  invest  weeks  to  months  after 
the  offering.  "There  are  definite  buys 
in  the  aftermarket,"  says  John  E.  Fitz- 
gibbon  Jr.,  editor  of  IPO  Aftermarket, 
published  by  Lynch,  Jones  &  Ryan. 
Your  safest  route,  though,  is  to  buy  a 
small-cap  fund  that  invests  in  IPOs. 
"We  want  to  find  growth  companies 
that  we  can  hold  for  three  years,"  says 
Lawrence  Auriana,  portfolio  co-manag 
er  of  the  Kaufman  Fund. 

Buying  into  an  IPO  fund  may  not 
seem  like  much  fun  compared  with 
buying  IPOs  directly.  But  if  you  don't 
plan  on  spending  lots  of  time  and  mon 
ey,  Hoey's  "don't  even  think  about  it' 
advice  makes  a  lot  of  sense. 

By  Leah  Nathans  Spiro  and  Phillip 
L.  Zweig  in  New  York 
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AT  TOYOTA,  we're  committed  to  building  in 
America.  In  fact,  almost  half  the  Toyota 
passenger  vehicles  sold  in  America  are  built 
in  our  Kentucky  and  California  plants.  And 
over  the  last  three  years,  we've  doubled  our 


U.S.  made  parts  purchasing  to  over  $4.4  billion 
per  year.  From  our  manufacturing  facilities 
to  our  U.S.  research  and  design  centers, 
our  operations  here  provide  more  than 
16,000  direct  jobs  and  give  an  economic 
boost  to  communities  right  across  America. 


Toyota's  Camry  manufacturing  plant,  Georgetown,  Kentucky. 


Investing    in    the    thin  g s    w  e    ale    care    a  r  o  v t  .  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-B1 4,  New  York,  NY  10019. 


MEDICINE  I 


THE  HUGE  BOUNTY 
ON  A  GLOBAL  KILLER 


Hepatitis  is  growing  deadlier — and  more  lucrative  for  drugmakers 


■  n  1988,  Japan's  Emperor  Hirohito 
I  lay  ill  with  cancer.  His  doctors  feared 
I  that  transfusions  he  needed  would 
be  tainted  with  the  hepatitis  C  virus 
(HCV),  which  then  infected  about  18%  of 
Japanese  blood  recipients.  So  Kusuya 
Nishioka,  one  of  Japan's  leading  hepatitis 
experts  and  an  adviser  to  the  Japan 
Red  Cross,  called  an  old  friend— William 
J.  Rutter.  chairman  of  Chiron  Corp.  in 
Emeryville,  Calif.  Rutter  sent  experi- 
mental versions  of  a  test  Chiron  was 
developing  to  screen  blood  for  HCV. 
Months  later,  he  sent  more  tests:  As 
heads  of  state  began  arriving  for  the 
Emperor's  funeral,  Nishioka  needed  safe 
blood  in  case  of  emergencies. 

Nishioka  knows  only  too  well  what  is 
news  to  Americans:  Hepatitis,  a  liver 
disease  caused  by  one  of  five  or  more  vi- 
ruses, is  a  major  public-health  threat. 
It  afflicts  hundreds  of  millions  of  people 
and  kills  up  to  2  million  each  year. 
There  may  be  as  many  as  300  million 
earners  of  hepatitis  B  (HBV)  alone,  75% 
in  the  Far  East,  including  100  million 
in  China.  Now,  hbv  is  spreading  in  the 
U.  S.  In  the  past  decade,  its  incidence 
has  jumped  77%  among  Americans  aged 
15  to  39,  and  50%  overall.  That  has 
boosted  it  to  No.  2  among  reported  cas- 
es of  sexually  transmitted  disease,  be- 
hind gonorrhea— even  though  there  has 
been  an  hby  vaccine  since  1981.  More 
than  a  million  Americans  are  chronic 
earners  of  hbv,  300,000  more  are  infect- 
ed each  year,  and  7,000  a  year  die. 

Drugmakers  see  opportunity  in  such 
grim  numbers.  In  just  three  years,  the 
worldwide  market  for  tests,  treatments, 
and  the  HBV  vaccine  has  zoomed  from 


less  than  $500  million  to  about  $4  billion, 
says  analyst  Jeffrey  Casdin  of  Oppen- 
heimer  &  Co.  The  biggest  moneymakers 
have  been  gene-spliced  alpha  interfer- 
on, which  treats  HBV  and  HCV,  and  HBV 


billion  worldwide,  a  quarter  of  that  la 
market  leader  Schering-Plough  Corp.  ri 

Chiron  claims  HCV  screening  has  prl 
vented  a  million  transmissions  worli 
wide,  saving  at  least  $500  million  in  al 
sociated  health-care  costs.  Now,  it  I 
developing  a  new  test  that  measunf 
the  amount  of  hbv  and  HCV  in  a  pg 
tient— which  could  help  in  designing  b 
ter  treatments  (box).  Thanks  to  to 
and  data  provided  by  biotech,  in  shorl 
hepatitis  research  "is  exploding,"  sa; 
Teresa  L.  Wright,  associate  professor 
medicine  at  the  University  of  Califo: 
at  San  Francisco. 

Hepatitis  literally  means  inflammati 
of  the  liver.  Some  strains,  such  as 


INCIDENCE  Of  HEPATITIS  B  WORLDWIDE 

PERCENT  OF  TOTAL  POPULATION  INFECTED  □  0%.T01%  □  1.1%  TO  5%  □  5.1%  TO  9%  □  9.1%  TO  12% 


DATA:  SCICLONE  PHARMACEUTICALS  WORLD  HEALTH  ORGANIZATION  NATIONAL  HEALTH  MINISTRIES 


vaccines  from  Merck  &  Co.  and  Smith- 
Kline  Beecham  PLC.  with  sales  of  S850 
million  a  year. 

Now,  many  more  treatments  are  in 
the  works.  SmithKline  is  awaiting  regu- 
latory approval  for,  and  Merck  is  in  the 
late  stages  of  testing,  potential  vaccines 
for  hepatitis  A.  Chiron  hopes  to  be  test- 
ing an  HCV  vaccine  in  the  U.  S.  by  year- 
end,  and  SmithKline  and  Genelabs  are 
collaborating  on  one  for  hepatitis  E.  Sev- 
eral biotech  companies  are  developing 
new  forms  of  interferon,  which  now 
racks  up  annual  sales  of  more  than  $2 


and  E,  are  caused  by  poor  sanitatioj 
(table).  HBV  travels  in  bodily  fluids  anl 
is  transmitted  via  sex,  rv  drug  use,  an 
from  mother  to  fetus.  HCV,  precisel 
identified  only  in  1987,  is  more  myster 
ous:  It's  definitely  transmitted  by  blooj 
and  needles,  but  40%  of  those  infecte 
have  no  known  risk  factors,  and  it  isn' 
clear  if  the  virus  is  sexually  transmitrec 
Hepatitis,  which  destroys  liver  ti 
sue's  ability  to  process  wastes,  ma 
show  up  first  as  a  flu  that  lasts  fo 
weeks.  The  immune  system  eventuall 
overcomes  the  virus  in  about  90% 


ro  ■ 

1 


THE  TYPES  OF 
HEPATITIS   

■  All  strains  have  essentially  the  same 
symptoms:  jaundice,  fever,  nausea,  leth- 
argy, itching,  and  elevated  liver-enzyme 
levels.  But  each  has  radically  different 
effects  on  the  body 

\     DATA:  CENTERS  FOR  DISEASE  CONTROL/BUSINESS  WEEK 


A "I  Infects  about  30,000  Americans 
_  annually,  mainly  through  contact 
with  contaminated  food  and  water.  A  test 
is  available  but  no  treatment,  though  vac- 
cines are  nearly  ready.  Travelers  to  high- 
risk  regions  can  get  immune  globulin  shots 
for  short-term  protection. 

B"|  Spreads  via  sex,  IV  drugs,  or  other 
|  exchange  of  bodily  fluids,  such  as 
mother  to  infant.  A  test  is  available,  as  are 
vaccines  from  Merck  and  SmithKline. 


C Accounts  for  90%  of  cases  contr  m 
ed  via  blood  transfusion.  Half  a  I 
1 70,000  people  infected  in  the  U.S.  <j  S 
year  develop  chronic  hepatitis,  which  j  % 
leads  to  cirrhosis  and  liver  cancer.  Mq  *l 
also  be  spread  sexually.  There's  no  j  1 
vaccine  yet. 

D Occurs  in  concert  with  B.  U.S.  1 
incidence  is  unknown,  but  mortc  ■ 
is  high.  Occurs  mainly  in  multiple  blot  f 
transfusion  recipients.  There's  no  scre^  1 
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3  with  HBV.  But  hepatitis  can  also 
[uickly  or  become  chronic  and  cause 
osis  or  liver  cancer.  And  catching  it 
isn't  catching  it  at  all:  Los  Angeles 
roducer  Trace  Percy,  49,  learned  by 
r  in  1990  that  HBV  antibodies  were 
ood  he  had  donated.  He  didn't  think 
i  of  it,  but  within  two  years  Percy 
suffering  from  advanced  cirrhosis, 
-feron  didn't  help — it  controls  the 
;  in  only  30%  to  40%  of  HBV  suffer- 
md  10%  to  20%  of  HCV  victims,  and 
s  less  well  in  advanced  cases.  Percy 

need  a  new  liver— and  even  that 
a  guaranteed  cure. 
IRITY  CASES.  Despite  misconceptions, 
titis  knows  no  boundaries  of  wealth 
ass.  Country  singer  Naomi  Judd  has 
ed  from  touring  with  her  daughter 
onna  because  of  chronic  hepatitis, 
r  Jim  Nabors  just  had  a  liver  trans- 
,  in  an  attempt  to  beat  HBV.  Execu- 

traveling  any  place  where  hepatitis 
endemic  would  do  well  to  be  vacci- 
1— especially  those  who  plan  to  stay 
or  to  be  sexually  active. 
IV  is  on  the  rise  in  America  partly 
use  some  primary-care  doctors  and 
atricians  don't  take  it  seriously 
gh.  According  to  the  Centers  for 
ase  Control  in  Atlanta,  all  adoles- 
;  are  at  high  risk  for  HBV  if  they're 
ally  active.  CDC  officials  argue  that 
iasier  to  inoculate  them  as  babies 

to  get  them  in  for  shots  when 
re  older.  Experts  say,  however,  that 
f  doctors  ignore  CDC  directives  to 
jnize  newborns— and  aren't  aggres- 
in  inoculating  teens, 
le  bottom  line  is  that  only  1%  of 
lillion  single  Americans  between 

11  and  34  are  vaccinated  against 
with  predictable  results.  "Historical- 
BV  was  only  recognized  among  cer- 
segments,  like  gay  men  and  drug 
3,"  says  Miriam  J.  Alter,  chief  epi- 
ologist  for  the  hepatitis  branch  of 
2DC.  Now,  "it's  well  entrenched  in 
general  population."  In  Hong  Kong, 
ontrast,  a  six-year  push  to  vacci- 

children  is  showing  results:  New 
cases  there  dropped  from  4,357  in 
to  1,274  in  1993. 

le  race  to  cure  hepatitis  is  getting 
ded.  Biogen  Inc.  and  Amgen  Inc. 
nesting  other  forms  of  interferon— 


A  VIRUS  SLEUTH 
CALLED  DNA 


FLUID  SAMPLE 


When  they  diagnose  infectious 
disease,  doctors  often  do 
tests  to  confirm  their  suspi- 
cions. If  a  test  can't  I.  D.  the  pathogen 
directly,  it  may  find  indirect  evidence, 
such  as  highly  specific  antibodies  the 
immune  system  makes  to  fight  infec- 
tion. Such  tests  have  drawbacks,  how- 
ever: They  can't  measure  the  amount 
of  virus  in  the  patient;  antibodies  often 
remain  after  an  invader  is  gone;  and 
sometimes,  antibodies  don't  appear  un- 
til long  after  the  patient  becomes  in- 
fected—and infectious. 

Chiron  Corp.  has 
developed  a  prod- 
uct—its "branched 
dna  probe"  test- 
that  could  cure 
these  weaknesses. 
The  test,  which  di- 
rectly measures  the 
concentration  of  a 
pathogen,  is  now 
used  only  for  re- 
search on  hepatitis 
B,  hepatitis  C  (HCV), 
and  HIV.  But  Chiron 
expects  Japanese  ap- 
proval soon  to  sell 
the  HCV  test  to  doc- 
tors who  want  to 
track  a  patient's  "vi- 
ral load"  so  they  can 
better  plan  when  to 
give  drugs.  The  test 
may  also  help  drug 
developers  evaluate 
new  treatments.  By 
the  end  of  the  year, 
Chiron  plans  to  re- 
quest U.  S.  approval 
for  the  technology, 
which  Chairman  William  J.  Rutter 
thinks  will  spark  new  interest  in  cur- 
ing infectious  diseases. 
ZIPPER  BIND.  Since  the  early  1980s, 
scientists  have  used  dna  probes- 
short  strips  of  DNA  that  exactly  match 
pieces  of  the  genetic  sequence  of  a 
target  organism's  dna.  Probes  work 
because  identical  dna  sequences, 
when  mixed  together,  bind  the  way  a 
zipper  zips  and  give  off  a  signal,  such 
as  a  flash  of  light.  The  first  probes 
weren't  sensitive  enough  to  flag  mi- 
nute amounts  of  an  organism  in  diag- 
nostic tests,  however,  so  some  compa- 
nies gave  up.  Others  developed  better 
tests  by  amplifying  genetic  material 
to  make  it  easier  to  see.  Hoffman-La- 
Roche  Inc.'s  PCR  (polymerase  chain 


PROBING  DNA 

DNA  probes  take  advantage  of 
the  attraction  identical  strands  of 
DNA  have  for  one  another.  If  a 
probe  looking  for  hepatitis  finds 
its  target  in  a  sample  of  blood 
or  fluid,  the  two  "bind"  like 
sides  of  a  zipper.  J 


xxxx  YTxx)oc 


A  chemical  reaction  between  probe 
and  sample  causes  the  probe's  tail 
to  light  up.  The  intensity  of  the  glow 
indicates  the  level  of  virus. 


reaction)  technology  is  one  of  those. 

Chiron's  branched  dna  probes  are  a 
new  twist  on  the  old  idea.  By  chemi- 
cally attaching  branches  to  the  probes 
and  treating  them  with  luminescent 
chemicals,  Chiron  can  amplify  the  bind- 
ing signal  thousands  of  times.  The  test 
still  isn't  as  sensitive  as  PCR.  But  scien- 
tists such  as  HIV  expert  John  Mellors 
of  the  University  of  Pittsburgh  say 
it's  easier  to  use  and  may  be  more 
precise.  That's  important:  Studies 
show  that  the  amount  of  virus  in  an 
HIV  patient,  for  example,  can  help  pre- 
dict how  soon  and 
severely  aids  will 
develop.  Other  stud- 
ies suggest  that 
interferon  treatment 
for  hepatitis 
/  )  C  patients 
^  works  only 
for  those  with 
fairly  low  amounts 
of  virus. 

confused.  Analysts, 
many  of  whom  over- 
estimated the  early 
potential  of  probes, 
are  split  on  the  tech- 
nology today.  Some 
believe  revenues 
from  Chiron's  test 
could  reach  $200 
million  annually  by 
decade's  end.  But 
PaineWebber  Inc.'s 
Linda  L  Miller  says 
the  required  patient 
monitoring  could 
make  it  too  expen- 
sive. Japan  may  be 
a  good  test  of  that: 
The  Japanese  spend  $2  billion  a  year 
on  interferon  to  treat  hepatitis  but  get 
good  results  less  than  half  the  time. 
Chiron's  test  may  help  limit  treatment 
only  to  patients  who  will  benefit. 

Even  if  it  doesn't  win  a  huge  mar- 
ket for  monitoring,  the  test  could  be  a 
key  tool  in  drug  development.  "There 
are  no  new  drugs  for  HIV  before  the 
FDA  today  because  people  are  so  con- 
fused as  to  how  to  measure  endpoints," 
contends  Mickey  Urdea,  a  Chiron  vice- 
president.  He  says  evidence  that  a 
drug  is  lowering  virus  in  a  patient 
could  become  an  indicator  of  progress. 
That's  why  dna  probes  amplify  hope 
for  sufferers  of  dread  diseases. 

By  Joan  O'C.  Hamilton  in  Emery- 
ville, Calif. 


accine,  and  no  treatment  except 
V,  with  mixed  results. 

terborne  virus  spread  by  fecal 
itamination.  Occurs  mostly  in  de- 
countries.  Is  more  severe  than  A, 
d  to  2%  of  those  infected  and  20% 
ant  women  who  are  infected. 

Datitis  strains  that  don't  fit  any  ex- 
ig  category  have  been  isolated, 
lem  outside  the  U.S. 
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SUE  HERERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberman,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripojfs,  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  from  tuning  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
rows too  late. 


BusinessWeek 


Beyond  news.  Intelligence. 

is  featured  on 
Thursday  nights. 

MONEY  TONIGHT 
Monday-Friday 
7:30  pm  (ET) 


Only 


on 


First  l\  Business 
First  In  Talk 


called  beta  and  consensus,  respectr 
ly— to  see  if  they'll  destroy  more  vii 
with  fewer  side  effects.  SciClone  Ph 
maceuticals  Inc.  in  San  Mateo.  Cal 
has  won  approval  in  Singapore  fo: 
drug  that  stimulates  the  body's  immuT- 
system  to  fight  HBV.  Protein  Desi 
Labs  Inc.  in  Mountain  View,  Calif 
doing  early  testing  of  an  antibody-bas 
drug  that  seeks  out  and  disables  circul 
ing  hepatitis  viruses  in  the  blood.  Ag( 
ron.  Gilead  Sciences,  and  ICX  Pharn 
ceuticals.  among  others,  are  chasi 
drugs  they  hope  can  stop  hepatitis 
and  C  from  replicating  inside  eel 
"Everybody  wants  to  treat  this  diseas 
says  Chiron's  Rutter.  "The  size  of  t 
market  indicates  the  need  for  it, 

There  are  even  interesting  nondr 
experiments.  Cryopharm  Corp.  in  Pa* 
dena,  Calif.,  is  testing  molecules  call' 
"psoralens"  that  insert  themselves  intc  '<■' 
virus,  then  disable  it  when  it's  expo 
to  light.  These  chemicals  might  help 
donor  blood  supplies  of  contamination  \ 
for  which  current  tests  are  good 
less  than  100%  accurate. 
"UNDERPUBLICIZED."  There  are  so  mai 
approaches  to  hepatitis  because  it 
such  a  complex  disease.  It  may  or  m 
not  be  accompanied  by  jaundice,  whii  - 
can  make  it  hard  to  diagnose.  The  diffe 
ent  strains  are  distinct,  linked  only 
their  infection  of  the  liver.  Transmissi( 
patterns  vary,  as  do  the  body's  immui 
responses.  And  there  are  other  pec 
liarities:  "We  know  that  mother  to  chi, 
transmission  [of  HBV]  is  very  high 
Asia,  while  it  is  rare  in  the  U.  S.  a 
Europe."  says  Japan's  Xishioka. 

Some  researchers  complain  that  hep 
titis  takes  a  backseat  to  aids  in  so 
countries:  It's  "enormously  underpub 
cized."  says  professor  Wright,  and  unde 
funded,  too.  That's  ironic,  since  exper  . 
say  hby.  for  example,  is  100  times 
infectious  as  HTV:  It  can  live  on  a  dr 
surface  for  a  week.  Even  in  Japai 
where  hepatitis  has  infected  2%  of  th 
population,  or  3  million  people,  and  kil 
more  than  20.000  a  year,  the  gover 
ment's  priorities  seem  askew.  Hepatit 
expert  Ichiro  Tomizawa  at  the  Infectiov 
Disease  Control  Div.  of  Japan's  Healt  \ 
Ministry  notes  that  aids,  which  afflicts 
total  of  20.000  Japanese,  gets  100  time 
the  research  funding  of  hepatitis. 

That  seems  unlikely  to  change.  An 
so  many  people  carry  the  hepatitis  virt; 
that  it  will  take  huge  doses  of  educati 
and  vaccine  to  curb  this  killer.  For  th 
foreseeable  future,  it  seems,  hepatiti 
will  be  a  major  market  for  drugmal  : 
ers— and  a  huge  threat  to  public  healtl  - 

By  Joan  O'C.  Hamilton  in  San  Frcmci. 
co  and  Neil  Gross  in  Tokyo,  with  burea  : 
reports 


i  k 


SCIENCE  &  TECHNOLC  ' 


svelopments  to  Watc 


BY  RUTH  COXETER 


DOING  LIGHT  ON 
LIVES  OF  A  CELL 


Astronomers  take  the 
temperature  of  the 
sun  and  stars  by  analyz- 
ing the  spectrum  of  the 
light  they  emit.  Now, 
Purdue  University  re- 
searchers are  using  light 
to  measure  temperature 
in  tiny,  nearby  places,  in- 
cluding the  interior  of 
single  cells. 

Researchers  shoot  a 
pulse  of  laser  light  at  an 
object  through  an  opti- 
cal fiber.  Some  light 
:es  off  and  comes  back  up  the  fiber.  By  precisely  measur- 
le  changes  to  the  light,  it's  possible  to  determine  not  only 
bject's  temperature  but  its  internal  pressure  and  compo- 
.  "We're  asking  different  questions  of  the  same  sample  of 
"  says  Dor  Ben-Amotz,  a  physical  chemist.  These  "molec- 
thermometers"  could  be  used  to  gauge  the  quality  of 
(circuits  on  silicon  or  the  lubricity  of  a  micron-thin  layer 
between  metal  parts.  Dow  Chemical,  3M,  and  BASF  are 
ssted.  Further  down  the  line,  Ben-Amotz  predicts,  such 
es  will  inspect  the  metabolism  of  living  cells. 


M  SOUR  NOTES  CAN  FIGHT 
■DIT-CARD  FRAUD 


that's  noise  to  one  person  is  music  to  another.  In  fact, 
'  the  "noise"  in  the  magnetic  strips  on  credit  cards  could 
be  sounding  sweet  to  banks  by  helping  them  cut  down  on 
t-card  forgery.  Researchers  at  Washington  University  in 
,ouis,  led  by  Ronald  S.  Indeck,  an  electrical-engineering 
issor,  discovered  that  even  tiny  patches  of  magnetic  me- 
antain  a  pattern  of  minute  magnetic  particles  as  unique  as 
jerprint. 

day's  credit-card  readers  are  designed  to  screen  out  the 
caused  by  these  particles  and  concentrate  on  the  record- 
ita.  But  with  an  inexpensive  semiconductor  chip,  readers 
)ick  up  and  analyze  the  noise  signal,  extracting  a  card's 
letic  fingerprint  to  verify  whether  it  is  genuine.  The 
lique  can't  prevent  stolen  cards  from  being  used,  Indeck 
ides,  but  credit-card  forgery  now  costs  banks  hundreds  of 
>ns  a  year.  Lowy  Technologies  LC,  a  St.  Louis  tech-trans- 
ompany,  is  negotiating  with  the  university  to  act  as  its  li- 
ng agent. 


SHORT  PROTEINS  HAVE  A  LONG 
IORD  IN  AUTOIMMUNE  DISEASES? 


ne  of  the  keys  to  good  health  is  maintaining  a  delicate 
balance  between  the  life  and  death  of  cells.  Researchers 
/  that  glitches  in  the  mechanism  that  kills  off  certain 
Line-system  cells  can  lead  to  serious  "autoimmune"  diseas- 
vith  the  immune-system  cells  running  amok  and  attacking 
vrong  targets.  Now,  scientists  are  beginning  to  understand 
that  happens. 

research  reported  in  the  Mar.  25  issue  of  Science,  scien- 


tists at  the  University  of  Alabama  and  LXK  Biotechnology 
Inc.  in  Richmond,  Calif.,  discovered  that  victims  of  systemic  lu- 
pus erythematosus,  an  autoimmune  disorder,  have  abnormal 
amounts  of  a  short  version  of  a  protein  called  Fas.  Normally, 
Fas  proteins  attach  to  cell  membranes  and  play  a  role  in 
causing  cell  death.  But  the  short  versions  lack  the  membrane- 
binding  section,  so  they  float  around  in  the  bloodstream,  pre- 
venting the  normal  "death"  signal  from  reaching  the  cells. 
Healthy  mice  injected  with  the  short  Fas  protein  quickly  devel- 
op an  autoimmune  disease.  The  scientists  therefore  suggest 
that  extracting  this  protein  from  the  blood  of  patients  might 
offer  a  simple,  effective  treatment. 


A  MILKY  WAY 

TO  NEW  PRODUCTS 


Milk  may  do  a  body  good,  but  a  surplus  has  dairy  farmers 
seeking  new  markets.  So  they're  paying  15$  on  every 
100  pounds  of  milk  to  fund  promotion  and  research.  The  re- 
sults so  far  range  from  edible  packaging  to  tidier  yogurt. 

Cornell  University  scientist  Carl  A.  Batt  and  his  colleagues 
have  taken  a  close  look  at  a  milk  protein  called  beta-lactoglob- 
ulin.  By  substituting  one  of  its  amino  acids  for  another,  they've 
improved  milk's  gel-forming  properties.  That  means  yogurt 
won't  "leak"  pools  of  liquid  when  stored,  which  some  consu- 
mers consider  a  sign  of  spoilage.  Beta-lactoglobulins  might 
even  be  used  for  delivery  of  oral  medications,  says  Batt, 
since  they  pass  undamaged  through  the  stomach. 

Another  milk  protein  called  whey  is  being  converted  into  an 
edible  film  by  John  M.  Krochta's  research  team  at  the  Univer- 
sity of  California  at  Davis.  The  film  is  a  superior  oxygen  bar- 
rier that  can  extend  the  shelf  life  of  crackers  and  nuts.  That 
would  reduce  the  amount  of  packaging  households  discard 
and  eliminate  the  need  for  bha  and  bht  preservatives.  It 
could  be  available  in  a  year  or  two,  says  Krochta. 


FOR  HITTERS  WITH  WARNING-TRACK 
POWER:  A  DIMPLED  BAT 


Golfers  hit  a  ball  cov- 
ered with  dimples. 
So  maybe  it  makes  sense 
that  tomorrow's  baseball 
sluggers  may  swing  a 
dimpled  bat.  Jeffrey  C. 
Di  Tullio,  an  aeronautics 
instructor  at  Massachu- 
setts Institute  of  Tech- 
nology, was  working  on 
a  classroom  exercise  on 
reducing  drag  on  cylin- 
ders when  it  dawned  on 
him  that  baseball  bats 
could  benefit. 

Adding  bumps  to  roughen  a  smooth  surface  and  improve  its 
aerodynamics  isn't  new.  But  raised  bumps  would  scuff  a  base- 
ball—and help  pitchers  throw  bigger  curves.  Instead,  Di  Tul- 
lio pressed  tiny  dimples  into  the  bat.  They  reduce  drag  by 
causing  turbulence  on  the  bat's  surface,  where  the  air  normal- 
ly flows  slower  and  causes  the  most  drag.  The  result:  A  hitter 
can  swing  a  dimpled  bat  3%  to  5%  faster,  which  translates  into 
an  extra  10  feet  to  15  feet  on  a  long  drive.  Di  Tullio,  who  re- 
ceived a  patent  in  February,  says  nothing  in  pro  baseball's  rule 
book  would  ban  such  bats,  although  he  expects  amateur  teams 
to  try  them  out  first. 
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LOU  GERSTNER  UNVEILS 
HIS  BATTLE  PLAN 


He's  pinning  his  hopes  on  a  broad  six-point  strategy.  No  immediate  payoff  is  in  sig 


A year  ago,  when  IBM's  directors 
recruited  Louis  V.  Gerstner  Jr. 
to  lie  the  crippled  giant's  chief 
executive,  it  looked  like  a  signal  for  rad- 
ical change— a  clear  break  from  the  un- 
cien  regime.  In  many  ways,  the  outsider 
lived  up  to  those  expectations.  Instead  of 
dragging  out  the  torture  of  downsizing 
the  bloated  company  with  another  an- 
nual cutback,  Gerstner  engineered  a  mas- 
sive—and he  says,  final— bloodletting  that 
resulted  in  an  $8.9  billion  loss.  He 
brought  in  outsiders  to  head  finance,  hu- 
man resources,  and  the  critically  impor- 
tant IBM  Personal  Computer  Co.  And  he 
set  about  obliterating  some  of  Big  Blue's 
most  self-defeating  traditions.  "We  have 
been  too  bureaucratic  and  too  preoccu- 
pied with  our  own  view  of  the  world,"  he 
writes  in  the  just  issued  annual  report. 
Also,  he  notes,  the  company  had  earned 
a  reputation  for  arrogance,  "but  it's  not 
going  to  happen  on  my  watch." 

Gerstner  was  set  to  round  into  the 
second  year  of  his  watch  by  addressing 
a  standing-room-only  briefing  for  securi- 
ties analysts  on  Mar.  24.  His  plan  is  to 
summarize  his  accomplishments  and 
sketch  out  a  six-point  plan  for  IBM's  fu- 
ture. It  still  is  not  the  sweeping  "vision" 
that  many  customers  and  IBM-watchers 
have  been  clamoring  for  since  Gerst- 
ner's  arrival.  Rather,  it  is,  in  Gerstner's 
words,  a  statement  of  the  half-dozen 
"strategic  themes"  that  will  guide  the 
company.  Broadly,  they  call  for  IBM  to 
push  its  core  technology  across  more 
product  lines  and  to  sell  more  compo- 
nents such  as  chips  to  outsiders;  be- 
come a  player  in  so-called  client/server 
computing;  offer  network  services  to 
large  companies;  reengineer  the  sales 
force  to  cut  costs;  jump  into  new  geo- 
graphic markets,  particularly  in  Asia; 
and  leverage  IBM's  size  and  scale. 

Barring  a  last-minute  change  in  the 
script,  Gerstner's  plan  won't  be  a  radical 
departure  over  what  had  been  well  un- 
der way  during  the  tenure  of  John  F. 
Akers.  Indeed,  after  a  year  of  criss- 
crossing the  country,  learning  the  com- 
puter business,  studying  IBM's  methods 
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markets,  and  generally  getting  a 
lie  on  the  struggling  colossus,  Gerst- 
confronts  a  depressing  truth:  No 
lint  of  strategic  brainstorming  will 
luce  a  simple  solution  to  IBM's  most 
amental  problems.  Nothing  in  IBM's 
folio  of  businesses  can  quickly  pull 
company  out  of  the  morass  into 
h  its  huge  computer-hardware  busi- 
i  has  sunk.  "This  is  now  Nixon's 
"  says  a  former  IBM  executive.  "Re- 
lber,  there  was  a  point  where  the 
nam  war  passed  from  being  lbj's 
Jixon's.  What  used  to  be  Akers' 
ilem  is  now  Gerstner's  problem." 
!  A  CLIFF."  The  problem  is  simple, 
site  efforts  to  diversify,  too  much 
M's  revenue— 49%— comes  from  com- 
t  hardware.  And  virtually  every 
hardware  market  is  marked  by  erod- 
)rices  and  profits.  Between  1990  and 
,  a  total  of  $14  billion  in  hardware 
its  simply  evaporated.  And  there 
10  signs  of  a  profit  rebound.  In  fact, 
e  is  an  alarming  slide  under  way  in 
s  core  large-computer  businesses- 
products  that  deliver  the  highest 
its  and,  equally  important,  secure 
>  hold  on  corporate  customers  and 
irate  other  revenues  from  software, 
ng,  maintenance,  and  other  services, 
s  of  mainframes  skidded  50%  be- 
:n  1991  and  1993,  to  about  $6.6  bil- 
and  are  expected  to  keep  sliding  de- 
:  new  models  due  out  in  April, 
inicomputers,  which  have  been  de- 
ing  the  biggest  chunk  of  hardware 
its  lately,  could  be  the  next  trouble 
.  Revenues  from  AS/400  minicom- 
rs  dropped  10%  in  the  fourth  quar- 
a  dip  that  IBM  blamed  on  the  slow 
jpean  economy.  But  some  analysts 
:ve  that  this  is  the  start  of  a  long- 
i  spiral— akin  to  what's  happening 
M  mainframes.  Says  Charles  H.  Fer- 
«,  consultant  and  co-author  of  Com- 
r  Wars:  "The  pressure  is  going  to 
uaily  increase  for  another  year  or 
ind  then  somewhere  between  one 
wo  years  from  now,  we  think  it's 
going  to  go  off  a  cliff  the  way  main- 
le  sales  are." 

n  the  other  hand,  sales  of  personal 
puters  are  soaring.  In  1993,  they  hit 

billion— just  shy  of  the  $10  billion 
Tated  by  mainframes  and  minis.  But 

doesn't  help  the  profit  picture.  In- 
1,  PCs,  workstations,  and  computer 
ices  are  all  growing  rapidly,  but 

yield  less  than  half  the  profit  mar- 
of  big  computers.  As  a  result,  con- 
es Morgan  Stanley  &  Co.  analyst 
'en  M.  Milunovich,  Gerstner  may 
be  a  long  way  from  a  turnaround  in 
■  Two.  "There's  no  obvious  answer," 
ays.  "The  fact  is  they  still  have  to 

higher  growth  areas  with  better 
ajins." 

erstner's  strategy  is  to  do  the  best 
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BIG  BLUE'S 
PROFIT  PICTURE 

GROSS  PROFITS  BY  SEGMENT 

BILLIONS  OF  DOLLARS 

H'i#l  HARDWARE  Plunging  mainframe 
sales  cut  IBM's  gross  hardware 
profits  by  $  1 4  billion  since  1 990. 

SOFTWARE  Brings  in  the  highest 
profit  margins,  but  they  dropped 
4  points  in  1 993. 

1ANCE  Another  high- 
profit  area.  Still,  margins 
fell  4  points  last  year. 

LEASING  Profit  margins 
have  been  essentially 
flat  in  leasing,  but  as 
sales  of  mainframes 
decline,  leasing  is 
expected  to  come 
under  pressure. 

IBM's 
hottest  growth 
area.  But  profit 
margins  are 
among  the 
lowest. 


SOFTWARE 


MAINTENANCE 


LEASING 


'90  '91 
A  BILLIONS  OF  DOLLARS 


'92  '93 
DATA  COMPANY  REPORTS 


he  can  with  the  cards  he  has  been  dealt. 
One  trump  card,  in  his  estimation,  is 
IBM's  base  technologies  such  as  micro- 
processor chips  and  disk  drives.  Part  of 
his  new  plan  is  to  turn  IBM  into  a  tech- 
nology boutique— offering  everything 
from  microprocessor  chips  to  object-ori- 
ented software  to  disk  drives.  At  the 
same  time,  Gerstner  is  insisting  that 
the  company  use  its  core  technologies- 
its  ultrafast  PowerPC  chips,  for  exam- 
ple—throughout its  product  line.  Says 
Gerstner:  "Despite  superior  technology, 
we  failed  to  exploit  that  strength  in  both 
our  products  and  by  marketing  technol- 
ogy as  a  product  in  its  own  right." 
crucial  chips.  Gerstner  has  good  reason 
to  hope  that  IBM  can  become  a  major 
supplier  of  base  technology  throughout 
the  computer  industry.  By  the  end  of 
1990,  Akers  had  decided  that  selling  IBM 
chips  and  disk  drives  to  other  companies 
would  help  sharpen  IBM's  skills,  accord- 
ing to  William  R.  Bowles,  the  general 
manager  who  has  been  cranking  up  sales 
to  other  computer  makers.  Bowles  says 
that  sales  shot  up  to  $3  billion  last  year, 
from  $300  million  in  1990.  But  analysts 
worry  that  the  business  provides  profit 
margins  that  are  too  low  and  wonder  if 
the  goal  isn't  simply  to  keep  IBM  facto- 
ries busy  when  business  slows.  Gerstner, 
however,  says  the  business  is  profitable 
and  he's  "not  doing  all  this  just  to  keep 
our  plants  humming." 

At  the  analysts'  briefing,  Gerstner 
also  intended  to  lay  out  his  plans  for 
what  may  be  the  company's  single  most 
important  technology  in  coming  years— 
the  speedy  PowerPC  microprocessor. 
That  chip  architecture,  which  is  now 
used  mainly  in  RS/6000  workstations, 
will  spread  throughout  IBM's  line.  The 
company  is  already  marketing  a  large- 
scale  scientific  computer,  using  dozens  of 
chips.  And  in  1995,  it  is  expected  to 
bring  out  new  AS/400  minicomputers 
based  on  PowerPC  technology.  In  addi- 
tion, IBM  is  working  on  PCs  based  on 
the  new  chip  for  later  this  year. 

Equally  important  will  be  the  effort  to 
convince  other  computer  makers  to 
adopt  the  chip.  Apple  Computer,  IBM's 
partner  along  with  Motorola  in  devel- 
oping the  chip,  has  just  introduced  a 
line  of  Macintoshes  based  on  PowerPC. 
IBM  also  has  deals  to  supply  chips  to 
Japan's  Canon  Inc.  and  to  Ford  Motor 
Co.,  which  plans  to  use  them  in  onboard 
computers.  And  it's  building  PowerPC 
TV  converter  boxes  for  Bell  Atlantic  and 
Canada's  Groupe  Videotron.  Gerstner 
says  IBM  is  negotiating  with  more  than 
130  companies  to  use  the  technology. 

But  establishing  the  PowerPC  as  an  al- 
ternative to  Intel  Corp.  chips  in  the  PC 
market  will  be  much  harder.  So  far, 
makers  of  IBM-compatible  PCs  have  ex- 
pressed little  interest.  The  big  hang-up 
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is  software.  Says  Safi  U.  Qureshey.  pres- 
ident of  SL4  billion  PC  maker  AST  Re- 
search Inc.:  "It's  up  to  Apple  and  I3M  to 
make  the  market,  not  us." 

Complicating  the  picture  are  mixed 
signals  from  IBM.  Its  PC  division  is  still 
the  world's  biggest  customer  for  Intel 
chips  and  has  not  introduced  any  Pow- 
erPC-based products,  mil's  chief  strate 
gist.  Senior  Vice-President  James  A. 
Carmavino.  says  PowerPC  is  not  a  short- 
term  strategy.  "It's  not  something  we're 
going  to  use  to  hustle  a  few  PCs."  Once 
PowerPC-based  models  are  established. 

IBM  may  have  conflicts.   — 

"but  we're  nowhere  near 
that  yet." 

A  far  more  pressing 
problem,  says  Gerstner. 
is  getting  IBM  back  on 
track  in  client  server 
computing.  This  technolo- 
gy—using powerful  "serv- 
ers" to  feed  data  and  pro- 
gramming to  desktop 
"clients"— is  what  makes 
it  possible  for  customers  _ 
to  scrap  their  old  IBM  .  -t 

mainframes  and  minis.   

"To  be  blunt,"  Gerstner  says,  "the  failure 
to  capitalize  on  this  sea  change  in  our  in- 
dustry is  the  single  most  important  mis- 
take IBM  has  made  in  the  last  decade." 

How's  IBM  getting  back  on  course?  In 
addition  to  ordering  up  better  server 
hardware.  Gerstner  is  pushing  IBM's  pro- 
grammers to  develop  critical  software. 
Some  of  IBM's  mainframe  software,  such 
as  its  database  technology,  has  been 
adapted  to  run  on  RS  6000s.  At  the 
same  time.  Gerstner  has  decided  to  push 
an  ambitious,  chameleon-like  software 
environment  called  Workplace  OS.  which 
can  assume  the  "personality"  of  other 
operating  systems  such  as  IBM's  OS  2. 
Windows,  or  Unix.  Such  an  ail-purpose 
operating  system  would  make  it  simpler 
to  create  client  server  setups  and.  com- 
pany insiders  say.  could  save  IBM  mil- 
lions of  dollars  in  development  costs— 
eventually.  For  now,  however,  the 
client  server  market  will  continue  to  be 
dominated  bv  others  such  as  Hewlett- 
Packard  Co. ' 

BLUNT  WORDS.  7 

tinue  to  snag  longtime  IBM  customers 
who  want  to  "downsize"— which  will  keep 
the  pressure  on  Big  Blue's  mainframe 
business.  Already.  Chief  Financial  Officer 
■Jerome  B.  York  has  warned  analysts 
that  IBM's  mainframe  revenue  could  melt 
an  additional  50%  by  the  end  of  19i»5. 
plunging  sales  of  the  big  computers  to 
33.8  billion— a  mere  fraction  of  PC  sales. 
York's  candor  with  Wall  Street,  during 
an  analyst  meeting  in  January,  makes  it 
clear  that  management  does  not  have 


very  high  hopes  for  two  big  computers 
that  are  on  the  launchpad. 

In  a  few  weeks— around  the  time  of 
the  30th  anniversary  of  the  System  360 
mainframe  that  cemented  IBM's  domi- 
nance of  the  computer  market— the  com- 
pany will  begin  an  important  shift  in  its 
large-systems  business.  It  plans  to  roll 
out  two  mainframes  based  on  a  parallel 
computing  schen 

out  machines 
crochip  deploy 
technology  use 


IBM'S  MAINFRAME 
MELTDOWN 

Brl 


REVENUES  — 


70*    40~-  3r- 
GROSS  MM 


company  will  bring 
around  a  new  mi- 
the  same  low-cost 
the  mass-production 
PowerPC  chips  but  capa- 
ble of  running  the  soft- 
ware of  current  IBM  main- 
frames. Customers  say 
they  expect  the  new  ma- 
chines to  cost  as  much  as 
40%  less  than  convention- 
al IBM  mainframes. 

While  the  first  effort  is 
aimed  at  holding  on  to  ex- 
isting customers,  the  sec- 


WLADAWSK Y-BERGER:  PUSHING  INTO  OPEN  SYSTEMS 

ond  could  secure  a  badly  needed  beach- 
head in  large-scale  open  systems.  Headed 
by  Irving  Wladawsky-Berger.  general 
manager  of  the  Power  Parallel  Systems, 
the  effort  exploits  the  PowerPC  technol- 
ogy. It  will  use  ATX.  IBM's  version  of  the 
Unix  operating  system  and  compete  with 
large-scale  servers  from  the  likes  of 
Hewlett-Packard  and  Sequent  Computer 
Systems.  Those  machines  have  emerged 
as  a  significant  alternative  to  IBM's  con- 
ventional mainframes.  The  powerful  sys- 
tems, first  used  in  engineering  and  tech- 
nical jobs,  are  sought  after  by  customers 
who  want  the  power  to  analyze  corpo- 
rate data— to  spot  market  trends  from  a 
flood  of  sales  data,  for  example. 


It's  a  far  cry  from  the  old  mair 
business.  Because  it's  rooted  in  the 
microprocessor  technology  of  perso 
computers  and  workstations,  the  ni 
business  has  the  same  price  pressur 
and  slender  margins  of  those  busines 
As  a  result,  says  Wladawsky-Berger. 
has  modeled  his  business  on  that  of  n» 
no-frills  workstation  operation.  "Rig 
now.  we  are  very  sensitive  to  being  e 
tremely  efficient."  he  says. 
shunpike  bound.  Does  Gerstner  1 
any  opportunities  that  are  both  hi: 
growth  and  high-profit?  The  closest  t 
could  be  the  nascent  area  of  netwo 
services  and  equipment.  To  do  busin 
electronically  across  the  globe,  com; 
nies  need  ultrareliable.  high-speed  n 
works.  IBM  has  been  tight-lipped  abo 
its  plans  for  the  Information  Highwa 
but  Gerstner  planned  to  tell  analysts 
and  later,  a  group  of  consultants  at 
meeting  in  Orlando— that  IBM  is  n 
about  to  chase  an  unidentified  consumi 
is  building  set-top  boxes  ar 
video  servers  for  the  ne 
interactive  cable  system 
But  Gerstner  says  his  b 
strategic  bet  will  be 
helping  businesses  crea 
advanced  networks— the  i 
dustrial  version  of  the  L 
formation  Highway. 

It's  an  opportunity  ihi 
plays  to  IBM's  strength 
Not  only  does  IBM  mak 
some  of  the  most  critic 
parts,  it  also  has  legior 
of  sales  people  and  tecfl 
nicians  to  sell,  instal 
and  maintain  the  comple 
setups. 

Before  Gerstner  can  tx 
gin  capitalizing  on  this  o{ 
portunity.  however,  he  wi 
continue  to  tinker  with  th 
sales  force.  The  forme 
McKinsey  &  Co.  partner 
overseeing  an  effort  to  u[ 
grade  30.000  sales  reps 
act  as  business  consultants,  selling  IB: 
and  non-IBM  "solutions"  to  corporations. 

How  will  the  second-year  plan  play 
On  the  eve  of  the  Mar.  24  meeting,  mi 
stock  was  rising  from  the  mid-50s 
where  it  had  lingered  for  months.  Wa 
Street  has  applauded  the  cost-cuttin 
moves  and  is  primed  to  hear  more  cor 
crete  details  of  a  turnaround  strategy 
With  IBM's  intractable  hardware  prob 
lems.  however,  "the  window  is  gettinj 
narrower,  the  upside  is  getting  lowei 
and  room  for  maneuver  is  getting  less, 
says  consultant  Ferguson.  And  now  it' 
Gerstner's  war. 

By  Ira  Soger  in  Xew  York,  with  Am. 
E.  Cortese  in  Phoenix 


ormation  Processin 


DMMUNICATIONSI 


NYTIME,  ANYWHERE 
UT  WHEN? 


:ingly,  McCaw  and  Nextel  build  their  rival  wireless  networks 


|  here's  a  lot  of  talk  these  days  about 
the  "virtual  office"— employees  who 
work  out  of  a  car,  home,  or  job  site, 
ng  in  touch  with  the  actual  office 
ellular  phones,  pagers,  and  portable 
luters.  But  there  are  still  a  lot  more 
offices  than  virtual  ones,  perhaps 
ise  of  a  vital  missing  link:  Cellular 
orks  can  get  calls  to  you  wherever 
■oam,  but  it's  a  lot  harder  to  reliably 
and  receive  critical  data, 
mebody  could  get  rich  bridging  that 

Which  is  why  two  well-heeled 
ps  are  racing  to  perfect 
;  to  transmit  wireless 
and  voice  over  a  single 
;m.  Cellular  phone  com- 
is,  with  McCaw  Cellular 
munications  Inc.  and  its 
[•mined  chairman,  Craig 
cCaw,  leading  the  charge, 
betting  on  a  technology 
loped  with  IBM  called  cel- 
digital  packet  data 
d).  On  the  other  side  is 
need  specialized  mobile 
i  (SMR),  developed  by  Mo- 
a  Inc.  and  backed  by 
el  Communications  Inc. 

its    equally  focused 
ier,  Morgan  E.  O'Brien. 
>  BiRTM.  This  is  more  than 
;tle  of  esoteric  acronyms. 

companies  have  deep- 
sted  partners:  McCaw  can 
jn  AT&T,  its  owner-to-be, 
i  Motorola  and  MCI  Com- 
ications  each  have  17% 
>s  in  Nextel.  Their  bet  is 

an  increasingly  mobile 
tforce,  equipped  with 
aook  PCs,  personal  digital 
itants,  credit-card-size 
3ms,  and  digital  cellular 
es,  will  create  huge  de- 
i  for  anytime-anywhere 
nunications— phone  calls, 
ronic  mail,  and  access  to 
•mation  services.  True, 
than  1  million  people  used 
way  wireless  data  net- 
is  last  year,  according  to 
jltant  Yankee  Croup  Inc., 
they  were  divided  pri- 
ly  between  two  networks 


that  cannot  carry  voice,  Ardis  Co.  and 
ram  Mobile  Data  Inc.  But  the  advent  of 
easy-to-use  voice-and-data  networks 
should  attract  some  10  million  subscribers 
by  the  end  of  the  decade,  generating  an- 
nual revenues  of  some  $3.8  billion. 

So  far,  the  race  is  a  toss-up:  Neither 
system  has  been  rolled  out  nationally. 
CDPD  may  have  a  slight  edge  because 
the  technology  will  be  added  to  existing 
analog  or  digital  cellular  systems,  while 
Nextel's  network  must  be  created  from 
scratch.  CDPD  was  designed  to  eliminate 


THE  WIRELESS  VOICE-AND-DATA  RACE: 
0  APPROACHES 


CRAIG  0.  McCAW 


McCAW  CELLULAR 
COMMUNICATIONS 


MORGAN  E.  O'BRIEN 


NEXTEL 
COMMUNICATIONS 


TECHNOLOGY 


►  Cellular  digital  packet 
data  (CDPD):  places  data  in 
electronic  envelopes  that  are 
sent  at  high  speed  during 
pauses  in  cellular-phone 
conversations. 


►  Can  be  laid  over  existing 
analog  cellular  networks  but 
is  eight  times  faster  at 
transmitting  data.  Makes 
possible  delivery  of  voice 
and  data  on  a  single  device. 


►  Specialized  mobile  radio 
(SMR):  two-way-radio  dis- 
patching service  now  used 
by  taxis  and  trucks  that  Nex- 
tel is  converting  to  digital 
with  the  help  or  Motorola. 


►  Like  CDPD  can  deliver 
voice  and  data  to  a  single 
device.  Nextel  holds  licenses 
across  U.S.,  so  it  could 
build  a  seamless  national 
network. 


CONS 


►  Deployment  delayed 
twice,  with  service  in  only 
three  cities  so  far.  Standards 
battles  must  still  be  settled. 


►  National  network  doesn't 
exist  yet  and  is  expected  to 
cost  $2.5  billion  to  build. 
Existing  wireless  phones  and 
pagers  won't  work  with  SMR. 


the  "noise"  that  messes  up  data  sent 
over  standard  cellular  links.  Data  are 
enfolded  into  electronic  packets,  which 
are  sent  at  high  speed  through  little- 
used  radio  channels  or  during  minuscule 
gaps  in  cellular  conversations. 

But  CDPD  is  having  a  difficult  birth. 
McCaw  has  twice  pushed  back  deploy- 
ment, blaming  delays  on  equipment  sup- 
pliers. The  service  is  now  available  in 
only  three  cities.  Full  service  in  McCaw's 
105  U.  S.  markets  will  be  available  by 
yearend,  six  months  behind  the  original 
schedule,  the  company  says.  Bell  Atlantic 
Corp.  and  CTE  Corp.  are  also  promising 
CDPD  but  on  a  slower  timetable. 
seamless  roaming.  McCaw  has  a  few 
other  problems.  It  must  hammer  out 
agreements  on  roaming  access  with  other 
cellular  providers,  and  CDPD  standards 
are  still  not  uniform  throughout  the  cel- 
lular world.  And,  even  though  it's  the 
largest  U.  S.  cellular  operator,  with  about 
2  million  subscribers,  McCaw's  licenses 
cover  no  more  than  70  million  potential 
customers.  Nextel,  however, 
has  snapped  up  SMR  licenses 
in  21  states,  covering  180  mil- 
lion potential  subscribers,  and 
says  it  will  offer  seamless  na- 
tionwide roaming  once  its  net- 
work is  up. 

Ah,  there's  that  future 
tense  again.  For  all  its  big- 
name  backers  and  bold  plans, 
Nextel's  service  exists  so  far 
only  in  Los  Angeles.  The  com- 
pany says  it  will  take  $2.5  bil- 
lion and  two  years  to  set  up  a 
national  network.  That's  still 
a  lot  less  than  what  it  would 
take  to  create  a  national  cellu- 
lar network  because  signals 
over  Nextel's  vehicle-dispatch 
frequencies  range  25  times  far- 
ther than  those  of  cellular.  As 
a  result,  Nextel  says,  SMR  ser- 
vices will  cost  10%  to  15%  less 
than  cellular.  On  the  other 
hand,  existing  wireless  equip- 
ment won't  work  with  SMR, 
and  the  handsets  that  do  are 
bulkier  and  more  expensive. 

In  the  end,  consumers  will 
decide  who  wins  the  technolo- 
gy battle,  says  Karen  O. 
Nielsen,  senior  analyst  with 
Northern  Business  Informa- 
tion: "Ultimate  success  will 
most  likely  be  determined  by 
whoever  does  the  best  job  of 
figuring  out  customer  needs." 
So  there's  not  much  doubt  that 
wireless  e-mail  will  arrive— it's 
just  a  question  of  how. 

By  Catherine  Arnst  in  New 
York 
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ocial  Issues 


I 


VOLUNTEER  ISM  I 


GOOD  HELP 

REALLY  IS  HARP  TO  FIND 

With  volunteerism  waning,  nonprofits  scramble  for  new  blood 

■  n  San  Francisco.  Ronald  McDonald  '■  needs  of  the  agencies"  volunteers  than 
I  House  cant  find  people  to  cook  din-  1  those  of  its  clients. 

■  ners  for  its  lodgers,  the  families  of  Volunteerism  used  to  be  a  lot  sim- 
seriously  ill  children.  New  York  City's  pier.  \Mien  Mom  didn't  work,  she  had  a 
Boy  Scouts  council  has  started  paying  few  hours  each  week  for  Meals  on 
college  students  38  an  hour  to  lead  i  Wheels  or  her  daughter's  Girl  Scout 
troops:  its  ratio  of  scouts  to  adult  volun-  1  troop.  Dad  came  home  at  6  p.m.  and 
teers  has  tripled  in  five  years.  dinner  was  on  the  table,  leaving  plenty 

Staff  members  at  almost  any  nonprof-  of  time  for  the  United  Way  board  meet- 
it  organization  will  tell  you:  Good  volun-  !  ing.  But  the  movement  of  women  to 
teer  help  is  getting  hard- 
er to  find.  In  1991.  the 
number  of  U.  S.  volun- 
teers declined  4.3cc.  to 
94.2  million,  from  two 
years  before,  according 
to  Independent  Sector,  a 
coalition  of  philanthropic 
organizations.  Since  then, 
say  nonprofit  groups,  the 
competition  for  unpaid 
workers  has  intensified. 
"You  want  people  who 
are  going  to  be  stable 
and  committed."  says 
Steven  H.  Lawrence,  ex- 
ecutive director  of  the 
San  Francisco  Ronald 
McDonald  House.  "But 
we're  finding  increasingly 
that  people's  time  isn't 
their  own." 
SWING  SHIFTS. 

new  sort  of  volunteer:  eager  to  help 
but  also  careerist  and  project-oriented. 
"And  [with]  no  time."  says  Evie  Black. 
23.  Early  on  a  wintry  Sunday  on  Chica- 
go's North  Side.  Black  and  a  dozen  oth- 
er young  management  trainees  from 
First  Chicago  Corp.  have  gathered  for  a 
coffee  klatch  at  the  Emanuel  Congre- 
gation synagogue.  This  isn't  exactly 
bank  business:  Black  and  her  colleagues 
will  spend  the  morning  helping  recent 
Russian  immigrants  pick  up  English-lan- 
guage skills. 

To  attract  and  keep  such  people  as 
Black,  nonprofit  agencies  have  had  to 
rethink  the  way  they  operate,  designing 
programs  around  the  schedules  of  over- 
booked two-job  families  and.  more  and 
more,  the  resources  of  Corporate  Amer- 
ica. The  result:  a  patchwork  of  on-off 
services  that  rnav  better  match  the 


ends.  Big  Brothers/Big  Sisters  of  Am 
ica  is  testing  mentoring  arrangeme 
that  require  just  an  hour  a  week  of  s 
vice,  diversifying  from  a  program  ti 
long  has  demanded  at  least  three  ho 
a  week  for  a  year.  The  Easter  Seal  S 
ety  of  North  Carolina  runs  board  me 
ings  by  fax  and  teleconference  so  m« 
bers  don't  have  to  travel.  "We  have 
guard  their  time."  says  President  Ad 
Foschia.  "We  have  to  listen  to  when 
how  they  want  to  volunteer." 
company  benefits.  The  demand  for  lc 
commitment,  flexible  service  oppor 
nities  has  spawned  a  host  of  such  grot 
as  City  Cares  of  America,  a  network 
17  urban  organizations  that  links  n 
profits  with  teams  of  mostly  young  p 
fessionals.  Workers  attend  a  single  aft 
work  orientation,  then  select  proje 
from  a  monthly  listing  of  soup  kitche: 
tutoring,  and  the  like.  The  only  comir 

—   ment  required  of  voh 

teers:  showing  up  if  th 
say  they  will.  "You're  r 
confined."  says  Must 
Chagal.  27.  who  juggi 
tutoring  and  meal  del 
eries  with  his  full-tii 
job  and  night  MBA  cla: 
es.  "If  you  can't  make 
one  day,  you  can  ma 
it  another." 

These  same  forces  a 
drhinsr  new  ties  betwe 


TEAMWORK: 
AMERITECH 
EXECS  WORK 
AT  A  REHAB 
CENTER  IN 
CHICAGO 


full-time  paid  work  has  removed  a  de- 
pendable source  of  free  daytime  labor. 
That  and  increasing  on-the-job  demands 
have  cut  into  the  spare  time  Americans 
once  dedicated  to  charities. 

It  has  taken  nonprofits  years  to  ac- 
knowledge the  demise  of  the  old  model. 
Now.  many  are  broadening  recruitment 
efforts  to  minorities,  retirees,  and  teens. 
In  the  past  five  years,  the  Young  Men's 
Christian  Assn.  of  Nashville  has  quadru- 
pled the  number  of  volunteer-based  ser- 
vices it  offers— in  part  by  wooing  500 
students  from  nearby  Yanderbilt  Uni- 
versity. Nationwide,  according  to  Inde- 
pendent Sector,  participation  among  Af- 
rican Americans  and  Hispanics  has 
grown  dramatically. 

More  striking,  though,  are  the  opera- 
tional shifts  that  demographic  changes 
have  forced.  Everywhere,  agencies  are 
extending  hours  to  nights  and  week- 


REDEFINING  THE  VOLUNTI 

How  nonprofit  agencies  are  shifting  gem 

BOY  SCOUTS  OF  AMERICA  Its  den  motl. 

are  working  full-time  now,  so  Cub  Scout 
ings  have  moved  to  nights  and  weekend  I 
Adult  leadership  is  slipping,  forcing  the| 
York  City  council  to  hire  paid  workers 


BIG  BROTHERS  BIG  SISTERS  OF  AM 

Recruitment  is  up,  but  its  target  worker: 
adults  24  to  40 — may  be  put  off  by  a 
ment  of  four  hours  a  week.  It's  trying  to 
older  volunteers  and  married  couples  a 
creating  short-term  mentoring  program 


nonprofit  agencies  and  a  swelling  corp 
rate  volunteer  pool.  A  few  companie 
among  them  Levi  Strauss  &  Co.  ar 
General  Motors  Corp.'s  Electronic  Dai 
Systems  Div..  pay  employees  to  volu 
teer  during  work  hours,  through  s 
called  work-release  programs,  or  rewai 
service  with  vacation.  Many  others  pr 
mote  and  organize  teams  for  after-hom 
projects,  sometimes  backing  employe* 
with  uniforms  and  equipment. 

The  reasons  aren't  entirelv  altruisti 


sec  a.  v. 


employee  volunteers,  companies 
stablish  a  visible,  positive  presence 
air  communities  at  a  fraction  of  the 
lse  of  typical  corporate  philanthrop- 
ic—which  have  been  flat  since  1991. 
iteerism  can  support  broader  corpo- 
rals, too.  Ameritech  Corp.  requires 
f  day  of  community  service  as  part 
Jiree-day  management  training  pro- 
meant  to  reinforce  teamwork  and 
E  down  hierarchical  barriers.  Secur- 
Senefit  Group  of  Cos.,  a  financial- 
ces  outfit  in  Topeka,  Kan.,  says  its 
iteer  programs  have  lifted  employ- 
orale,  helping  to  boost  productivity 
:ut  turnover. 

mprofit  groups  have  latched  on  to 
growing  corporate  supply.  The  San 
cisco  Food  Bank,  which  receives 
iistributes  packaged  food  to  other 
lies,  started  recruiting  volunteers 
lgh  area  employers  in  1991;  this 
those  sources  will  account  for  half 
gency's  36,000-odd  volunteer  hours. 
WORK.  The  problem:  Most  corpo- 
programs,  however  well-intentioned, 
quipped  to  take  on  only  short-term 
icts,  mirroring  the  demographic 
;ment  in  the  broader  volunteer  pop- 
)n.  Jobs  that  depend  on  consistent, 
term  commitments— say,  scoutmas- 
or  accountants— remain  hard  to  fill, 
ale  want  to  do  something  that's  go- 
x>  make  them  feel  good  quickly," 
LaNay  Eastman,  director  of  com- 
ty  involvement  for  Volunteers  of 
rica's  San  Francisco  office, 
lat  constraint,  increasingly  severe,  is 


luse"  volunteering  is  hot.  The  Y  is  ad- 
sue-oriented  service  programs,  such 
'onmental  corps  and  support  groups 
ity  parents.  Encourages  families  to 
ogether. 

EAL  SOCIETY  The  advocacy  group 
egan  actively  promoting  and  re- 
ommunity  service  by  its  disabled 

CHRISTIAN  INDUSTRIAL  LEAGUE 

sst's  largest  homeless  shelter  aggres- 
ts  corporations  for  volunteers  and 
Dation  in  ventures  that  employ 
:lients. 


;ing  the  kinds  of  work  nonprofit 
ps  can  undertake.  The  drive  among 
;ricans  to  serve  their  communities 
lins  strong,  and  nonprofit  executives 
:heir  recruiting  has  attracted  young- 
lore  energetic  volunteers.  The  price, 
gh,  may  be  the  expertise  and  per- 
1  relationships  that  historically  have 
lined  those  agencies'  most  meaning- 
ervices. 

y  Keith  H.  Hammonds  in  New  York 
Sandra  Jones  in  Ch  icago 


National  Stuttering 
Awareness  Week 


MAY 
9-15 


Chicago  Bulls' 
legendary  star 
Bob  Love  joins 
forces  with  U.S. 
Open  champion 
Ken  Venturi  to 
educate  the 
public  about 
stuttering  and 
its  prevention. 


For  more  information, 
write  or  call  toll-free: 

1-800-992-9392 


Stuttering 
foundation 
of  America 

FORMERLY  srtE(  H  POUNDATK  >N  OF  AMERICA 

A  Non-Profit  Organisation 

Since  1947— 

Helping  Those  Who  Stutter 

P.O.  Box  11749 
Memphis,  TO  3811  1-0749 
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AETNA'S  AUSTIN:  "THE  PERSONAL  AUTO  MARKET  IS  THE  MOST  DESIRABLE  MARKET  TO  BE  IN 


AUTO  INSURANCE: 
THE  BIG  GUYS  DO  A 180 


They  want  those  "risky"  drivers  back,  but  the  little  guys  have  'em 


ow  times  change.  For  years,  the 
big-name  insurers  shunned  the 
millions  of  drivers  with  blots  on 
their  records,  from  those  who  were 
caught  driving  drunk  to  those  simply 
involved  in  an  accident.  Even  drivers 
with  the  best  records  found  it  hard  to 
buy  insurance  from  the  industry's  big 
names.  Smaller,  specialized  auto  insurers 
stepped  in  to  fill  the  gap.  Now,  guess 
what?  The  big  guys  want  to  get  back 
into  the  game. 

Auto  insurance  has  suddenly  become 
very  profitable.  More  and  more  states 
are  cracking  down  on  drunk  driving, 
cars  are  safer  than  ever,  and  insurance 
companies  themselves  are  becoming 
more  efficient  at  handling  claims  and 
rooting  out  fraud.  Losses  from  claims 
hit  a  10-year  low  in  1993,  while  premium 
income  for  the  industry  hit  a  high  of 
$90  billion.  "Everyone  is  trying  to  figure 
out  how  to  get  a  bigger  share  of  the 
market,"  says  Alfred  L.  Austin,  Aetna 
Life  &  Casualty  Co.'s  auto  vice-presi- 
dent. "The  personal  auto  market  is  the 
most  desirable  market  to  be  in." 

For  big  multiline  companies,  such  as 
Aetna,  getting  back  their  lost  business 
will  be  tough.  In  neglecting  the  market, 


the  big  insurers  have  pushed  many 
"good"  drivers  into  the  arms  of  smaller 
rivals,  who  were  willing  to  take  on  the 
risks  of  writing  nonstandard  coverage, 
or  policies  on  "bad"  drivers.  Large  insur- 
ers also  alienated  independent  insurance 
agents— the  people  they  rely  on  to  sell 
their  policies.  The  result:  Last  year,  for 
the  first  time,  the  niche  firms,  selling 
through  independent  agents,  beat  the 
industry  giants  in  market  share  (chart). 

Some  big-name  insurers  admit  they 
hurt  their  business  by  opening  the  door 
for  smaller  competitors.  "In  doing  the 
downsizing  as  quickly  as  we  did,  we  did 
some  damage  to  our  agent  relationships, 
and  to  our  reputation,"  says  Austin.  In 
1993,  Aetna  wrote  $1 
billion  in  annual  premi- 
ums on  policies,  com- 
pared with  $1.9  billion 
in  1990,  and  stopped 
selling  policies  in  some 
28  states.  The  cuts  at 
Travelers  Corp.  weren't 
as  drastic,  going  from 
$1.25  billion  in  1990  to 
$1  billion  in  1993.  And 
in  1991,  CIGNA  Corp.  left 
the  business  and  now 
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SMALL  INSURERS 
CATCH  UP 


°'86  '87  '88  '89  '90  '91  '92  '93 

A  PERCENT  'EXCLUDES  INSURERS  SELLING 

OVER  THE  PHONE  08  THROUGH 
DATA:  A.M.  BEST  CO.       AN  EXCLUSIVE  SALES  FORCE 


has  only  a  few  policies  left  in  four  stat 
Meanwhile,  the  competition  fr< 
smaller  companies  keeps  increasir 
Their  ranks  have  grown  almost  V 
since  1987,  to  a  total  of  250  companii 
Insurers  such  as  Progressive  Corp.,  B 
Mayfield  Heights,  Ohio,  and  America 
Premier  Underwriters,  in  Cincinnaj 
have  been  growing  at  a  nifty  20%  a  yt| 
since  1988.  They're  making  a  tidy  prof 
too:  American  Premier's  costs,  for  exa| 
pie,  are  96<t  for  every  $1  in  premiur 
compared  with  $1.02  for  the  industil:i 
On  top  of  that,  insurers  earn  about  a  M> 
return  on  investing  premium  dollars.  9 
LONGER  reach.  How  do  the  niche  play* 
do  it?  Auto  insurance  is  their  only  buB 
ness,  so  they  pay  more  attention  to  rati 
than  the  multiline  companies,  setting  mi 
more  rating  classes.  The  specialized  cos 
panies  have  built  better  databases  1 
accidents  and  driving  records  than  thm 
larger  competitors.  They  also  bene»t 
from  lower  overhead  costs. 

And  the  niche  players  keep  extendi*! 
their  reach.  Progressive,  which  has  m 
cused  on  risky  drivers  in  the  past,  1 
testing  a  standard  policy  in  Florida,  T«m 
as,  and  Ohio  and  projects  $10  billion  Ij 
company  revenue  by  the  year  2000,  m 
most  seven  times  its  current  annual  pirn- 
mium  income.  It  is  also  turning  up  til 
heat  in  California,  offering  standard  a  A 
nonstandard  rate  comparisons  overl? 
toll-free  number.  Another  move  into  til 
market  for  "good  drivers"  is  being  col: 
sidered  by  American  Premier,  whicl 
may  buy  the  standard  auto  business  I 
Great  American  Insurance  Co. 

The  big  insurers  are  making  forays  1, 
reclaim  their  territory.  ITT  Hartfor 
Royal  Group,  Kemper  National,  ar  $ 
usf&g  are  adding  agents  and  toll-fn 
numbers  to  compete  with  the  upstart 
A  subsidiary  of  Travelers  is  aiming 
the  nonstandard  market— selling  in 
states  and  looking  to  expand.  Aetna 
targeting  Tennessee  and  Virginia  bi  [{ 
faces  stiff  competition  from  smaller  cor 
panies  such  as  Integon  Corp.,  in  Wi 
ston-Salem,  N.  C,  and  Guaranty  Natio 
al  Corp.,  in  Englewood,  Colo.  They,  to 
are  expanding  in  the  South. 

Who  will  emerge  vi  i 
torious  in  the  battle  b  I 
tween  the  big  mult  E 
lines  and  their  nicr 
competitors  is  unclea  E 
Either  way,  consumei  L 
will  come  out  ahead.  Ii 
creased     competitio  ■ 
translates  into  lowt 
prices   and   improve  [ 
service. 


By  Chris  Roush 
Hartford 
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Commentary/by  Kelley  Holland  and  Jeff  Laderman 


BUYING  FUNDS  AT  THE  BANK:  FRANKER  IS  FAl'JtER 


1,200 


1,000 


90 

▲  BILLIONS 


i  the  race  to  turn  America  into  a 
lation  of  mutual-fund  investors, 
tanks  and  thrifts  are  running  hard, 
ly,  bank-sponsored  funds  account 
nore  than  10%  of  mutual-fund  as- 
,  and  that  percentage  is  sure  to 
b  as  banks  lure  more  of  their  cus- 
jrs  into  funds. 

at  there  are  serious  questions 
it  whether  the  banks  are  doing  all 

should  to  explain  mutu- 
inds  to  their  customers. 
;udy  of  1,000  bank  cus- 
;rs  by  the  American  As- 
ttion  of  Retired  Persons 
two  other  groups  shows 

less  than  20%  of  them 
;rstand  that  mutual  funds 
:hased  from  banks,  like 
mtual  funds,  are  not  fed- 
ly  insured— and  half  of 
customers  who  actually 
;ht  the  funds  believed 
■  were.  A  Securities  & 
lange  Commission  survey 
lated  similar  confusion, 
e  bankers  take  issue  with  the  sur- 
results,  but  the  fact  remains  that  a 
>lem  exists. 

he  lack  of  comprehension  is  chill- 
Many  bank  customers  who  shifted 
l  certificates  of  deposit  to  bond 
Is  last  year  to  boost  their  income 

already  have  suffered  losses  of 
cipal.  Even  worse,  some  neophyte 
istors  may  not  even  realize  that 
'  have  lost  money. 
'ice  investors.  There  are  also 
)lems  with  mutual-fund  fees.  A  re- 
:  probe  by  Consumer  Reports, 
ih  sent  a  staffer  posing  as  a  po- 
ial  fund  buyer  to  see  40  salespeople 
anks  in  five  states,  found  that  only 
it  provided  clear  information  on 
ual-fund  fees.  The  aarp  study 
d  that  as  many  as  one-third  of  the 
omers  buying  funds  at  banks  do 
know  if  there  are  commissions, 
,  or  other  costs  involved, 
ome  lack  of  understanding  is  to  be 
acted.  Many  bank  customers  are 
-time  investors  who  may  be  unfa- 
ar  with  products  that  carry  fees 

that  can  fluctuate  in  value.  They 
i  more  explanation  of  investment 
cs  than  do  many  customers  of  se- 
ties  brokers.  "Most  people  dealing 
l  those  kinds  of  institutions  [bro- 
il don't  expect  to  be  insured,"  says 
eral  Reserve  Governor  John  P. 
Vare.  "The  reverse  is  true  with  a 


bank."  That  puts  the  onus  on  banks 
to  explain  more. 

True,  there  are  already  plenty  of 
rules  covering  bank  mutual-fund  sales. 
The  banks'  sales  efforts  are  generally 
under  the  same  regulatory  supervision 
as  sales  by  brokers.  Both  bank  and 
brokerage  employees  should  have  spe- 
cial training,  and  they  should  deter- 
mine a  customer's  investment  priori- 
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ties  and  tolerance  for  risk.  A  bank 
may  also  come  under  the  scrutiny  of 
up  to  four  federal  agencies. 

But  the  survey  results  indicate  that 
many  banks  follow  the  letter— but  not 
the  spirit— of  regulators'  guidelines.  "A 
vast  majority  of  banks  are  just  doing  a 
perfunctory  job  on  disclosure,"  says 
AARP  legislative  representative  Kent 
Brunette. 

Take  bank-managed  funds.  While 
many  banks  rake  in  fat  fees  selling 
other  companies'  funds,  some  make 
even  more  running  their  own.  A  few 
even  give  their  funds  names  that  are 
close  to  those  on  insured  bank  prod- 
ucts. That's  not  illegal,  but  it  may 
prove  misleading  to  inexperienced  in- 
vestors. Few  bank  funds  have  lengthy 


In  a  study  of  1,000  customers, 

less  than  20%  knew  bank 
mutual  funds  are  not  insured 


track  records,  and  they  may  not  be  as 
suitable  for  certain  investors  as  oth- 
er, more  established  funds. 

Some  changes  are  under  way.  The 
FDIC  and  other  regulators  are  studying 
consumers'  awareness  of  mutual-fund 
risk  and  mulling  over  the  use  of 
"testers"  to  pose  as  customers  to  check 
on  how  well  banks  explain  the  risks 
of  mutual  funds.  Banks  such  as  Shaw- 
mut  National  are  using 
testers  of  their  own.  The 
American  Bankers  Assn.  and 
other  trade  groups  have  is- 
sued guidelines  on  mutual- 
fund  sales.  Two  powerful 
House  committee  chairmen 
have  introduced  legislation 
to  tighten  rules  for  banks' 
mutual-fund  operations. 

Clearly,  the  rules  have  to 
be  tougher.  Bankers  will 
doubtless  object— but  it  could 
actually  work  in  their  favor. 
They  already  have  the  ad- 
vantage of  being  viewed  as 
trustworthy.  If  they  must  meet  higher 
standards  than  brokers,  they  can  point 
to  that  when  marketing  their  funds. 
For  example,  brokers  are  under  no 
obligation  to  show  investors  funds 
managed  by  other  companies.  A  bank 
that  is  required  to  be  more  even- 
handed  could  win  big  points  with  its 
customers. 

Some  bankers  have  already  seized 
on  the  silver  lining.  "We  have  a  higher 
standard  to  meet,  and  we  try  to  use 
that  to  our  advantage,"  says  David  W. 
Dunning,  managing  director  of  Nation- 
al City  Investments  Corp.,  the  broker- 
age subsidiary  of  Cleveland's  National 
City  Corp.  National  City  branches  sep- 
arate investment  sales  from  regular 
banking  areas.  Salespeople  have  desk 
signs  saying  their  wares  are  not  in- 
sured, and  their  business  cards  say 
they  are  employees  of  the  investment 
firm.  Tampa's  Invest  Financial  Corp.,  a 
fund  distributor,  is  selling  signs  and 
stickers  that  banks  can  use  to  warn 
customers  about  the  differences  be- 
tween mutual  funds  and  deposits. 

Banks  may  find  that  in  the  short 
run,  tough  rules  cost  them  sales.  But 
better  to  lose  a  few  customers  now  if 
high  standards  help  banks  gain  many 
more  over  the  long  haul. 

Holland  covers  banking  and  Lader- 
man unites  about  mutual  funds  for  BW. 
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A  SUPERSLEUTH 
RAISES  A  RED  FLAG 
OVER  PYXIS 


oward  M.  Schilit  likes  to  play 
detective.  And  his  kind  of  game 
is  deadly  serious:  ferreting  out 
corporate  trouble.  An  accounting  pro- 
fessor at  American  University,  Schilit 
has  called  attention  to  several  cases 
of  shenanigans  that  resulted  in  either  a 
bankruptcy  filing  or  a  plunge  in  the 
stock  price.  As  a  result,  a  number  of 
money  managers  and  analysts  have 
hired  Schilit  to  undertake  sleuthing  of 
companies  they  have  invested  in— or 
are  contemplating  putting  money  into. 

The  scorecard  for  Schilit,  president 
of  the  Center  for  Financial  Research  & 
Analysis  in  Rockville,  Md.,  is  impres- 
sive: He  alerted  investors  in  January, 

1992,  to  "misleading"  financial  state- 
ments used  by  College  Bound  Inc.  Be- 
fore long,  the  Securities  &  Exchange 
Commission  suspended  trading  in  the 
stock,  then  at  24.  The  company  later 
ceased  operations  and  filed  for 
bankruptcy  protection.  In  September, 

1993,  Schilit  questioned  the  way 
Kendall  Square  Research  recorded  rev- 
enues. The  stock,  then  at  24,  dropped 
to  16  after  Price  Waterhouse  told  the 
company  it  ought  to  revise  its  reported 
revenues.  By  December,  Price  "re- 
called" the  prior  year's  entire  revenues. 
The  stock  fell  to  4  and  is  now  at  5. 
front-loading.  What  company  has 
caught  Schilit's  eye  now?  "Watch  out," 
he  says,  for  Pyxis,  a  San  Diego  maker 
and  leaser  of  automated  point-of-use 
systems  that  hospitals  use  to  control 
and  distribute  medications  and  sup- 
plies. Its  stock  had  more  than  quadru- 
pled—from 8  in  1992  to  35  in  Decem- 
ber, 1993.  Schilit  says  the  sharp  rises 
in  revenues  and  earnings  in  the  past 
three  years  are  "misleading"  and  "un- 
sustainable." Revenues  jumped  from 
S13.4  million  in  1991  to  $46.3  million 
in  1992-and  to  $100.1  million  last  year. 
After  a  loss  in  1991,  Pyxis  posted  earn- 
ings of  38<t  in  1992  and  69<P  last  year. 

Here's  the  hitch,  says  Schilit:  Just 
before  going  public  in  1992,  Pyxis  start- 
ed booking  revenues  from  equipment 
leases  as  if  they  were  outright  sales, 
rather  than  spreading  them  over  the 
life  of  the  lease.  By  front-loading  rev- 
enues, says  Schilit,  the  company  "dis- 
torts" its  true  financial  condition.  He 
explains  that  although  this  sales-type 


SCHILIT  SAYS  PYXIS  BOOKS  ITS  LEASING 
REVENUES  AS  IF  THEY  WERE  OUTRIGHT  SALES 


reporting  revenues  is  acceptable  un- 
der normal  accounting  rules,  it  still 
"exaggerates  the  actual  growth  in  sales 
and  earnings.  Pyxis  is  in  the  business 
of  leasing,"  he  says.  CEO  Taylor  says 
Pyxis  must  report  leasing  revenues  as 
sales  because  of  the  conditions  of  the 
lease  contracts. 

Another  factor  that  has  turned  off 
Schilit  on  Pyxis:  Insiders  have  been 
selling  stock  since  November,  including 
Chairman  and  CEO  Ronald  Taylor  and 
President  and  COO  Gerald  Forth.  The 
stock,  which  has  continued  to  slip  since 
December,  has  fallen  to  27. 


A  MIDEAST 
PEACE  PLAY 


Guess  where  some  big  investors 
are  looking  to  bag  winners.  Is- 
rael. Yes,  in  spite  of  the  politi- 
cal trouble,  the  betting  is  high  that  Is- 
rael is  the  place  for  fund  managers 
seeking  "hot  foreign  stocks." 

One  that  has  enticed  some  global 
funds  is  Israel  Land  Development 
(ILD),  which  has  rapidly  grown  into  a 
conglomerate— with  operations  in  pub- 
lishing, insurance,  communications,  ho- 
tels, and  real  estate.  Sales  jumped 
from  $51  million  in  1992  to  $220  million 
last  year.  Earnings  rocketed,  too— from 
4<?  in  1992  to  90<?  in  1993. 

"It's  a  play  on  Mideast  peace  and 
the  prospect  of  prosperity  in  Israel," 
says  one  manager.  When  ILD  was  first 
mentioned  here  in  1992,  its  ADR  was 
trading,  on  a  split  basis,  at  10.  It  rose 
to  30  early  this  year  but  is  now  at  22. 

It  has  become  even  "more  underval- 
ued at  current  levels,"  notes  Victor 


Halpert  at  Israel  Equity  Research  <l] 
Management  in  Chicago.  He  puts  thll 
combined  asset  value  of  ILD  at  $35  I 
share.  Based  on  earnings  growth  alonell 
he  says,  the  stock  is  worth  that.  H|l 
expects  earnings  of  $2.50  a  share  nexl| 
year  on  revenues  of  $330  million,  uli 
from  1994's  estimated  $1.75  on  re\j 
enues  of  $270  million.  In  the  past  sin 
months,  ILD  has  taken  public  its  unitij 
that  weren't  yet  publicly  traded.  Thll 
result:  "It's  now  easy  to  evaluate  thH 
intrinsic  value  of  ILD's  assets,"  he  say« 


TWO  GOOD  OMENS 
ON  AURA'S  HORIZON 


Aura  Systems  has  become  a  ban 
tleground  for  the  bulls  and  th 
short-sellers,  and  a  resolutio 
may  come  sooner  rather  than  later- 
with  the  blows  landing  on  the  bear; 
The  reason:  The  company  expects  t 
sign  a  contract  with  two  auto  mal 
ers— one  Japanese— for  use  of  its  "maj 
netic  valve  actuator,"  a  technology  t 
improve  performance  and  fuel  econc 
my,  and  to  cut  emissions.  Another  plu 
for  the  bulls:  A  lawsuit  filed  in  1991  b 
Adolph  Coors  alleging  patent  infringe 
ment  of  its  can-making  technology  ma 
be  resolved  in  Aura's  favor. 

"This  will  be  a  double  whamm 
against  the  shorts,"  says  a  money  mar 
ager  who  owns  a  big  stake  in  Aur£ 
The  short  position  in  Aura  is  3.4  mi 
lion  shares,  or  10%  of  its  shares  out 
standing.  This  pro  says  that  if  thes 
two  events  take  place,  "a  mighty  short 
squeeze  will  blow  the  bears  out  of  th 
water— and  out  of  Aura." 

Tom  Fendrich  of  Fendrich  Assoc: 
ates  Institutional  Research  agrees 
When  the  contracts  come,  he  says,  th 
"skepticism  on  Aura's  ability  to  con 
mercialize  its  technology,"  will  be  di 
credited.  The  market  will  start  valuin. 
Aura  on  its  technology  base  and  pc 
tential  earning  power.  He  puts  the  va 
ue  of  Aura's  technology  at  $1  billio 
minimum,  or  $30  a  share.  The  stoc 
is  trading  at  8.  Aura's  technology  ir 
elude  vibration-suppression  for  aircraft 
sound  enhancement  for  radio  an 
video,  including  Nintendo  and  Seg 
games,  and  display  systems  for  pre 
jection  TV— for  which  Aura  has  a  join 
venture  with  South  Korea's  Daewo 
Electronics. 

Aura  CEO  Harry  Kurtzman  confirm 
talks  are  going  on  with  two  carmaker 
but  declined  to  identify  them.  He  als 
expects  a  favorable  ruling  on  the  Coon 
lawsuit  "fairly  soon." 
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THAN  YOU 
THINK. 


The  original  price  of  a  PC  is  just  a  fraction  of  its  true  cost  to  your  company.  Service  and 
aintenance.  Support.  Configuration.  Network  integration.  Add  up  all  the  costs,  and  a  three- 
ousand-dollar  PC  consumes  nearly  $15,000  over  its  entire  lifetime.  For  1,000  computers,  that's 
>  million  bucks.  But  you  can  cut  those  costs  in  half. 

We're  ENTEX— the  world's  largest  PC  systems  integrator.  We  help  more  Fortune  1,000 
nnpanies  efficiently  manage  their  PC  asset  base  than  anyone  else  in  the  business. 

If  you  want  to  find  out  how  much  money 
►u're  really  eating,  give  us  a  call:  1-800-597-8620. 

JJEC"     ENTEX  is  a  leading  business  partner  of  NEC  Technologies.  

The  Enterprise  Technology  Company 
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STEEL  I 


WHY  STEEL 

IS  LOOKING  SEXY 


The  minimills  and  revamped  majors  are  both  clawing  for  niches 


B 


ack  in  1987,  Matt  Botsford,  then 
52,  took  the  gamble  of  his  life: 
He  quit  his  job,  got  a  second 
mortgage,  and  set  out  to  finance  a  start- 
up—in steel,  of  all  things.  Four  years 
later,  his  savings  gone  and  the  bank 
threatening  to  take  his  house,  he  raised 
$35  million  and  launched  World  Class 
Processing  in  a  defunct  U.  S.  Steel  plant. 
In  eight  months,  World  Class  broke  into 
the  black  by  serving  a  market— for  acid 
cleaning  of  finished  steel— that  big  steel- 
makers were  abandoning.  Today,  Bots- 
ford is  considering  opening  four  more 
U.  S.  plants  and  one  in  Mexico.  "There's 
a  bonanza  out  there,"  he  says. 

Keith  Busse  knows  bonanzas,  too.  He 
guided  Nucor  Corp.'s  gamble  on  experi- 
mental steelmaking  at  its  pathbreaking 
minimill  in  Crawfordsville,  Ind.  Plant 
manager  Busse  quit  Nucor  last  August, 
rounded  up  partners  such  as  General 
Electric  Capital  Corp.,  and  secured  $200 
million  in  debt  financing.  The  new  com- 
pany, Steel  Dynamics  Inc.,  will  break 
ground  this  summer  on  a  $354  million 
minimill  in  the  cornfields  near  Butler, 
Ind.  When  it  starts  up  in  late  1995  with 
400  to  500  workers,  it  will  make  600,000 
tons  of  flat-rolled  steel  a  year. 

TOUGH  GUERRILLAS.  Who  would 
thought  it?  Entrepreneurs  are  rac- 
ing into  steel,  not  long  ago  one  of 
America's  sorriest  industries.  Us- 
ing modern  equipment  and  lean, 
flexible  workforces  motivated  by 
a  chance  for  a  share  of  the  take, 
innovators  are  proving  that  size 
no  longer  rules  supreme.  Wall 
Street  loves  it:  Stocks  of  compa- 
nies such  as  Nucor,  Birmingham, 
and  Oregon  Steel  have  surged,  and 
financiers  and  state  and  local  gov- 
ernments have  poured  $20  billion 
into  steel  in  five  years. 

These  guerrillas  are  even  forc- 
ing old-line  companies— the  U.  S. 
Steel  division  of  USX,  Bethlehem 
Steel,  LTV,  and  National  Steel-to 
change  their  ways.  Decades  ago, 
i  hey  grew  fat  as  an  oligopoly,  con- 
trolling everything  from  Minnesota 


have 


ore  fields  to  coal  mines,  railroads, 
barges— even  state  legislatures.  Now, 
they  and  their  partner,  the  United  Steel- 
workers,  are  trying  to  become  nimble 
niche  marketers,  too. 

The  battle  in  the  $42  billion  U.  S.  steel 
market  is  often  drawn  two-dimensional- 
ly,  with  the  minimills,  which  melt  scrap 
for  steel,  pitted  against  the  older,  inte- 
grated companies,  which  make  steel  by 
smelting  iron  ore,  limestone,  and  pro- 
cessed coal  in  a  furnace.  But  the  war  is 
much  messier  than  that.  Nucor  is  fast 
becoming  a  full-line  producer.  Newcom- 
ers such  as  Oregon  Steel  Mills  Inc.  are 
picking  oft  markets— such  as  rails— where 
their  quality  wasn't  supposed  to  match 
up.  Bethlehem  Steel  Corp.  is  building 
minimills.  U.  S.  Steel  has  opened  a 
nonunion  joint  venture  with  Japan's 
Kobe  Steel  Ltd.  in  Leipsic,  Ohio.  "The 
very  nature  of  the  business  is  chang- 
ing," says  Donald  Barnett,  president  of 
consultants  Economic  Associates  Inc.  in 
McLean,  Va. 

By  turning  the  U.  S.  into  a  Darwinian 
testing  ground,  this  fragmentation  is 
paying  off.  Despite  myriad  handicaps 
such  as  enormous  investment  in  old 
mills,  Big  Steel  now  surpasses  Europe 
and  Japan  in  productivity.  And  U.  S. 
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BOTSFORD  :  "THERE'S  A  BONANZA  OUT  THERE 


minimills  are  the  world's  low-cost  pr 
ducers.  The  niche  drive  is  also  fuelir 
technological  advances  that  turn  cor 
modity  steel  into  an  engineered  pro 
uct.  Hundreds  of  new  alloys  and  coating 
are  fending  off  plastics  and  aluminu 
in  cars,  and  steel  is  inching  into  hon 
construction.  U.  S.  steelmakers  are  ru' 
ning  at  90%  of  capacity.  Their  shipmen 
should  rise  3%,  to  90  million  tons,  th 
year,  the  best  since  1981.  SteelmakeiJ 
are  holding  imports  at  bay— at  aboi 
18%  of  shipments.  And  after  three  yeai 
of  losses,  the  industry  should  be  solid 
in  the  black  in  1994. 
vast  cathedrals.  There  are  some  dowi 
sides,  of  course.  Sooner  or  later,  tl 
scads  of  new  capacity  will  come  back  1 
haunt  someone.  And  forget  about  an 
job  bonanza:  Minimills  have  help* 
raise  U.  S.  steel-industry  emplo 
ment  to  176,000,  up  from  167,000  if 
1987,  but  it's  still  way  below  tl 
1980  level  of  399,000.  What's  mor 
survival  means  automating  an 
staying  lean.  At  facilities  such  as 
$1  billion  joint  venture  betwee 
Inland  Steel  Industries  Inc.  an 
Nippon,  four  workers  sitting  b 
fore  computer  controls  and 
monitors  preside  over  a  section  < 
the  mill  as  vast  as  a  French  cath 
dral.  A  gleaming  band  of  ste< 
passes  automatically  through  in 
mense  rolling  mills,  which  dwai 
the  three  workers  on  the  plar 
floor.  Robotic  vehicles  whir  pas 
carrying  20-ton  coils  of  coated  ste» 
to  the  warehouse. 

The  upheaval  in  steel  began  i 


r 
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r 


1 06  BUSINESS  WEEK/APRIL  4,  1994 


INDUST 


nTnmiiiiiMniiiimiiiHiiimiinrwniiiinii  mum 


U.S.  STEELMAKERS  HAVE 
GOTTEN  SO  PRODUCTIVE... 


10s  and  '80s,  as  foreign  competi- 
buoyed  by  cheap  currencies,  ham- 
d  Big  Steel.  Plants  closed  down 

steel's  Main  Street— the  Monon- 
a  River— which  devastated  such 
as  Youngstown,  Ohio,  and  Aliquip- 
3a.  In  the  Sunbelt,  meanwhile, 
[lion  mills  were  springing  up  to 

the  rudimentary  reinforcement 
used  for  concrete  construction.  As 
teel  stumbled,  the  minimills  moved 
reel's  food  chain:  from  re-bar  to 
to  beams  to  rails.  Big  Steel,  mean- 
,  contracted  out  vast  amounts  of 

opening  markets  for  niche  players, 
rhaps  the  biggest  market  that  the 
nills  conquered  was  Wall  Street. 
York's  AEA  Investors  Inc.,  which 
ied  the  Mellon  Fund,  Henry 
nger,  Duke  University,  and  a  num- 
if  corporate  leaders,  started  Birm- 
im  Steel  Corp.  in  1984  with  $4  mil- 
n  equity  and  $45  million  in  debt, 
dea  was  to  buy  failing  mills  cheap- 
furbish  them,  and  run  them  lean.  It 
ed:  Birmingham  has  grown  from 
30  tons  in  1985  to  1.6  million  last 

while  stockholder  equity  has  shot 
i  $225  million. 

FROG.  Alongside  AEA  climbed  other 
nill  companies,  such  as  Chaparral 
,  Florida  Steel,  Oregon  Steel,  and 
i  Star  Steel.  Most  successful  was  F. 
ieth  Iverson,  who  in  1965  turned  a 
steel-joist  company  into  a  lab  for 
ipreneurs— with  each  plant  manager 
ing  his  own  show.  By  the  late  '80s, 
ion's  Nucor  was  growing  by  double 
s,  while  integrateds  such  as  LTV 
.  and  Wheeling-Pittsburgh  Steel 


filim 


Corp.  were 
Chapter  11. 

The  minis'  edge  is 
technology.  That  began 
with  the  electric  fur- 
nace, which  costs  a 
fraction  of  what  a 
blast  furnace  does. 
Next  have  come  thin- 
slab  casters,  a  cheap 
passage  into  flat-rolled 
steel  for  cars  and  ap- 
pliances, still  Big 
Steel's  best  market. 
Nucor  built  its  Craw- 
fordsville  plant  for 
$300  per  ton  of  annual 
capacity,  just  one-sixth 
of  what  an  integrated 
mill  would  cost.  See- 
ing that,  look-alikes 
are  popping  up.  IPSCO, 
a  Canadian  company, 
is  negotiating  for  a  site 
in  Iowa.  Mexican  steel- 
maker Hylsa  is  putting  a  plant  in  Mon- 
terrey, while  Nucor  is  planning  two  new 
ones  in  the  U.  S.  Keith  Busse  has  ac- 
quired the  latest  thin-slab  caster  from 
Germany's  SMS,  and  he  believes  he  can 
chip  $10  per  ton  off  Nucor's  price— and 
still  ship  higher-quality,  higher-margin 
products. 

Such  leapfrogging  hardly  ever  occurs 
in  Europe  or  Japan,  where  the  steel 
trusts  that  grew  with  the  postwar 
economies  are  owned  or  protected  by 
governments.  Even  so,  with  capacity 
outstripping  demand,  both  markets  have 
too  many  players.  In  February,  the  Eu- 
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ropean  Union  ordered  steel  companies  to 
cut  capacity  by  April  or  face  fines.  Brus- 
sels also  fined  16  steelmakers  a  total  of 
$117  million  for  fixing  prices  and  trading 
market  data.  The  Japanese  and  Ger- 
mans see  their  salvation  in  better  tech- 
nology: They're  experimenting  with  con- 
verting molten  steel  not  into  a  two-inch 
slab  but  directly  into  sheet.  That  could 
bypass  U.  S.  thin-slab  casters,  though 
not  for  a  decade  or  more. 
"WE  run  sweatshops."  In  the  mean- 
time, America's  small  players  are  creat- 
ing a  new  manufacturing  culture.  At 
Birmingham  Steel's  re-bar  plant  in 
Kankakee,  III,  the  parking  lot  is  full  of 
Toyotas  and  Nissans.  Inside,  the  workers 
are  young  and  disdainful  of  unions.  "I 
think  if  minimills  are  going  to  move  on, 
they're  going  to  have  to  stay  nonunion," 
says  Tim  Metcalf,  31,  son  of  a  Ford  Mo- 
tor Co.  production  worker.  "We  don't 
make  any  bones  about  it,"  says  Chair- 
man James  A.  Todd  Jr. 
"We  run  sweatshops. 
But  we  don't  pay 
sweatshop  wages." 
Birmingham  draws 
bonuses  for  its  work- 
ers and  managers  from 
the  same  pool— and 
bonuses  are  up  to  two- 
thirds  of  average  pay 
of  $45,000  a  year.  The 
payback  is  productivi- 
ty: "We're  at  1.28  man- 
hours  per  ton  now," 
says  Todd— and  aiming 
for  1.2 

In  Middletown,  Ohio, 
a  quiet  town  of  old 
brick  buildings  and 
shade  trees,  such  num- 
bers have  a  frighten- 
ing ring.  Armco  Corp., 
the  smallest  of  the  Big 
Six,  bolstered  its  fi- 
nances in  1989  by 
forming  a  50-50  joint 
venture  with  Japan's 
Kawasaki  Steel  Corp. 
Then  in  1992,  it  hired 
Thomas  Graham,  the 
former  president  of 
U.  S.  Steel:  The  Barracuda,  as  he  is 
known  on  the  shop  floor,  trimmed  the 
workforce,  sliced  hours  per  ton  from  5.9 
to  4,  and  nudged  Armco  into  the  black. 
Still,  the  company  faces  trouble.  Just 
70  miles  south,  in  Kentucky,  Canadian 
producers  Dofasco  Inc.  and  Co-Steel  are 
building  a  plant  that  could  make  2.5  mil- 
lion tons  a  year  with  400  employees- 
less  than  one  work  hour  per  ton. 
"They're  eyeing  our  lunch,"  says  Armco 
Vice-President  Dick  Wardrop. 

So  how  can  Big  Steel  survive?  To  out- 
flank the  minis,  it  is  developing  coated 
and  galvanized  steels  and  customizing 
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them.  This  is  work,  executives  say,  that 
the  minis  can't  do.  Big  Steel  couldn't  ei- 
ther, alone.  The  Americans  have  had  to 
team  up  with  the  Japanese,  who  were 
flush  with  yen  in  the  '80s  and  eager  to 
establish  beachheads.  Japan's  NKK  Corp. 
bought  control  of  National  Steel,  and 
most  others  did  joint  ventures:  Kobe 
with  U.  S.  Steel,  Sumitomo  Metal  In- 
dustries with  LTV,  Kawasaki  Heavy  In- 
dustries with  Armco,  and  Nippon  with 
Inland.  The  Japanese  spent  $7  billion 
upgrading  the  mills  and  pushing  into 
niches  for  customers  they  know  well: 
carmakers. 

The  joint  ventures  are  Big  Steel's 


chance  to  experiment  with  its  workforce. 
When  Inland  revealed  plans  for  its  Nip- 
pon deal,  5,000  workers  applied  for  129 
jobs.  This  let  the  company  test  and 
choose  those  best  suited  for  teamwork 
and  high-tech  machinery.  The  result  was 
a  mixture  of  Japan  Inc.  and  Nucor. 
Unionized  workers  pick  their  own  jobs 
and  all  earn  the  same.  They  are  their 
own  supervisors— and  they're  tough 
bosses.  "You  see  guys  running  through 
this  plant  sometimes,"  says  Talbot  Dorr, 
a  tandem  mill  operator  who  trained  six 
weeks  in  Japan  for  his  job. 

Yet  for  all  their  strengths,  the 
Japanese-American  plants  suffer  from  a 


traditional  approach.  Having  cost  b 
lions,  they'll  take  years  to  recoup  the 
investment.  And  most  are  rushing  in 
the  same  niche:  coated  steels  for  car 
So  it's  tough  to  raise  prices,  and  mo 
joint  ventures  are  still  losing  mone 
"They're  at  the  mercy  of  the  three  g 
rillas,"  chortles  Iverson,  referring  to  D 
troit's  Big  Three. 

Indeed,  the  trend  is  clear:  Cheap* 
technology  is  the  future.  To  survive,  B 
Steel  must  emulate  its  toughest  riva 
This  time,  those  aren't  Japanese  ai 
European  Goliaths  but  America's  ov. 
fast-moving  entrepreneurs. 

By  Stephen  Baker  in  Pittsbun 


CAN  NUCOR  FORGE  AHEAD — AND  KEEP  ITS  EDGE? 


Last  summer,  while  the  entire  steel 
industry  was  wondering  whether 
Nucor  Corp.  would  make  its  next 
move  east  or  west,  F.  Kenneth  Iverson 
fooled  everyone.  He  went  south— to 
Trinidad,  where  he  celebrated  to  the 
rhythm  of  steel  drums.  The  occasion 
was  what  locally  is  called  a  "ground- 
blessing"  for  Nucor's  latest  venture,  a 
$70  million  iron-carbide  plant. 

By  investing  in  this  new  tech- 
nology to  make  iron  for  its  fur- 
naces, the  $2.3  billion  minimill  com- 
pany is  bucking  a  trend.  Even  as 
the  major  U.  S.  steel  companies 
narrow  their  focus,  Nucor,  which 
earned  $123  million  last  year,  is 
branching  out.  It's  taking  control 
of  its  raw  materials  and  pushing  a 
broader  range  of  products,  from 
stainless  steel  to  gargantuan  I- 
beams.  "We're  turning  into  an  in- 
tegrated company,"  says  Iverson. 
LINKED.  The  question  is  whether 
Nucor— the  most  profitable  U.  S. 
steelmaker  by  every  measure— can 
stay  lean  as  it  grows  big.  Its  head- 
quarters in  a  Charlotte  (N.  C.)  office 
park  employs  just  24,  from  clerical 
staff  to  the  68-year-old  Iverson  and  his 
heir  apparent,  President  John  D.  Cor- 
renti.  Even  if  Iverson  and  Correnti 
keep  Charlotte  trim,  they'll  lie 
wrestling  with  a  more  complicated  cost 
structure.  To  date,  Nucor  has  stayed 
remarkably  free  of  fixed  costs,  with 
everything  from  pay  to  pensions  linked 
to  company  performance.  That  has  let 
Nucor  make  money  every  quarter 
since  1965.  Moving  upstream  into  ore 
processing  means  "those  costs  become 
fixed,"  says  analyst  Charles  A.  Brad- 
ford at  UBS  Securities  Inc.  "That  could 
hurt  them  in  a  downturn." 

Iverson  seems  far  more  excited 


about  the  upside.  As  a  minimill,  Nu- 
cor uses  scrap  as  raw  material.  Scrap 
prices  have  soared  70%  in  15  months. 
So  Iverson  plans  to  ship  iron  ore  from 
Brazil  to  Trinidad,  where  it'll  be  fed 
into  giant  reactors  fueled  by  local  nat- 
ural gas.  The  reactors  will  produce  iron 
carbide,  which  can  be  poured  into  ships 
like  grain  and  used  as  a  partial  substi- 
tute for  scrap.  The  process,  developed 


CORRENTI  (LEFT)  AND  IVERSON:  BRANCHING  OUT 


by  Frank  M.  Stephens,  has  never  been 
used  on  a  large  scale.  But  if  it  works, 
Nucor  will  have  a  cleaner  raw  material 
and  make  higher-grade  steel. 

Iverson's  dreams  don't  stop  there. 
He  says  Nucor  could  sell  iron  carbide 
to  the  rest  of  the  industry.  Scribbling 
on  a  pad,  he  also  shows  how  the  pro- 
cess yields  vast  amounts  of  water  as 
oxygen  from  the  iron  feedstock  com- 
bines with  hydrogen  from  natural  gas. 
He  envisions  shipping  Indian  iron  ore 
to  Saudi  Arabia,  then  selling  water 
and  steel  in  the  desert  kingdom. 

Steel  executives  know  better  than  to 
scoff.  "The  woods  are  full  of  people 
who  bet  against  Iverson  and  lost,"  says 
James  A.  Todd  Jr.,  chairman  of  Birm- 


ingham Steel  Corp.  Iverson's  bigges 
gamble  was  his  $360  million  investmen 
in  1989  on  experimental  German  tech 
nology.  This  launched  Nucor  into  flat 
rolled  steel,  where  it  became  th 
world's  low-cost  producer.  Nucor  i 
nearly  doubling  capacity  at  its  flat-rolle( 
mills  in  Indiana  and  Arkansas,  and  i 
plans  more  mills.  Within  five  years,  Nu 
cor,  now  the  No.  4  U.  S.  producer  a 
5.7  million  tons  a  year,  could  b< 
butting  heads  with  the  9.8  million 
ton  U.  S.  Steel  Div.  of  usx  Corp 
which  is  No.  1.  "We  keep  doin^ 
what  we  do  well,  and  it  mounts  u\ 
to  tonnage,"  Iverson  says. 

The  one  thing  that  may  hur 
Nucor  is  imitation.  Clones  are  pop 
ping  up  everywhere  and  bidding 
top  dollar  for  Nucor  managers,  th( 
only  experts  around  in  thin-slal 
casting.  Last  fall,  three  from  Nucoi 
Steel-Indiana  quit  to  start  theii 
own  mill.  Nucor's  flat  structure 
there  are  only  three  levels  be 
tween  president  and  mill  worker 
makes  it  tough  to  fill  such  holes 
and  tensions  at  Crawfordsville  sooi 
rose  so  high  that  the  new  plant  man 
ager  met  with  each  worker  to  fight  ; 
possible  incursion  by  the  United  Steel 
workers,  the  bugaboo  of  Nucor' 
nonunion  culture.  "Management  mad< 
some  rookie  mistakes,"  such  as  dictat 
ing  changes  without  consulting  work 
ers,  says  Tracy  L.  Shellabarger,  con 
troller  at  the  plant. 

Despite  such  turmoil  and  scrap' 
high  price,  the  Indiana  plant  doublec 
its  operating  profits  last  year,  to  •' 
million,  according  to  PaineWebber  Inc 
Such  numbers  give  Iverson  plenty  o 
walking-around  money  for  new  ven 
tures— from  Trinidad  to  Saudi  Arabia 
By  Stephen  Baker-  in  Charlotte,  N.  C 
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The  wait  is  over. 

Now  you  can  get  everything  you  need 
for  client/server  computing  from  a 
single  source.  It's  faster,  easier, 
smarter.  It's  SAP  Special  Delivery. 

Seeing  is  believing. 

No  more  time  wasted  in  long  evaluation 
cycles,  researching  hardware  platforms, 
interviewing  consultants,  haggling  over  prices.  We've  put 
together  an  uncompromising  combination  of  client/server  financial 
applications  software,  hardware,  implementation  and  support  .  .  . 
so  you  don't  have  to. 
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Not  only  will  you  save  months  of  research  and 
evaluation  time,  you'll  get  tangible  proof  of  the 
benefits  of  client/server  in  30  days. 


If  you  don't  like  what  you  see,  you  don't  have  to  keep  it. 
But  if  you  do,  you  can  achieve  production  in  another  120  days.  It's 
just  what  you'd  expect  from  the  world's  leader  in  client/server  technology. 

The  timing  is  right. 

With  SAP  Special  Delivery,  you'll  be  running  your  business  on  client/server 
while  your  competition  is  still  evaluating  its  options. 


Special  Delivery  Client/Server 
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Call  today  to  find  out  if  you  qualify  for  SAP  Special  Delivery. 
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ACE  RELIEVER 

OR  JUST  A  BUCCANEER? 


Penguins  owner  Howard  Baldwin  wants  the  Pirates — at  his  price 


Take  a  look  at  the  calendar  of  How- 
ard Baldwin,  Hollywood  movie- 
maker and  National  Hockey 
League  owner.  Tuesday:  Hop  a  jet  from 
Los  Angeles  to  Pittsburgh  to  watch  his 
Penguins  face  off  against  the  Washing- 
ton Capitals.  Wednesday:  Meet  with 
Pittsburgh's  new  mayor,  Tom  Murphy, 
and  grab  a  red-eye  to  Moscow  to  nail 
down  promotions  for  his  local  hockey 
heroes,  the  Russian  Penguins.  By  Mon- 
day, it's  back  to  Tinseltown  to  try  to 
kick  together  an  action-movie  deal  with 
martial-arts  star  Jean-Claude  Van 
Damme.  Had  enough?  Maybe  you  have, 
but  the  51-year-old 
Baldwin  hasn't.  Appar- 
ently, he  still  has  time 
enough  on  his  hands  to 
try  to  buy  the  down- 
at-the-cleats  Pittsburgh 
Pirates. 

The  Steel  City  Nine 
have  lost  some  $40 
million  over  the  past 
five  years,  say  the 
team's  owners,  a 
homegrown  consortium 
that  includes  Westing- 
house,  USX,  Carnegie 
Mellon  University,  and 
Mellon  and  PNC  banks. 
They're  actively  seek- 
ing a  buyer,  but 
they've  spurned  How- 
ard Baldwin  for  now. 
For  one  thing,  his  Feb- 
ruary offer  of  $83  million 


and  the  Penguins  together,  with  joint 
merchandising  and  licensing  deals,  year- 
round  radio  and  television  packages  for 
advertisers,  and  combo  season-ticket  of- 
fers. And  he  may  mix  the  Russian  Pen- 
guins into  this  menage  a  sport.  "If  you 
can  make  sports  a  year-round  business, 
not  just  season-to-season,  then  I  think 
you  have  a  better  chance  of  doing  well," 
he  says. 

So  Baldwin's  trying  to  get  out  in 
front  with  the  latest  sports-marketing 
trend  for  small-market  franchises  with 
money  troubles:  knitting  together  two 
pro  teams.  It's  being  tried  in  Detroit, 


gests  he'd  sell  the  Bucs  out  of  town 
if  it  came  to  that.  That's  anathema 
to  the  boys  from  Pittsburgh 
Inc.  "The  whole  mission  of  this 
ownership  is  to  keep  the  team 
in  Pittsburgh,"  says  Pirates 
President  Mark  Sauer. 

Baldwin  says  he  can  turn 
the  Bucs  around  financially. 
The  trick,  he  says,  is  syner- 
gy: He'd  market  the  Pirates 
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was  ridicu- 
lously low:  The  owners  won't  sell  for 
less  than  $100  million.  Worse,  Bald- 
win's track  record  in  the  NHL,  where  f 
he  bought  and  sold  three  teams  be- 
fore acquiring  the  Penguins,  sug- 

the  diamond  and  the  Panthers  on  the 
ice.  But  can  Baldwin  make  it  work  in 


where  pizza  czar  Mi- 
chael Hitch  is  meld- 
ing baseball's  Tigers 
and    the    nhl's  Red 
Wings.  In  Florida,  Wayne  Hui- 
zenga  is  rolling  with  the  Marlins  on 


Pittsburgh?  He  has  already 
proved  himself  on  the  rink: 
Since  he  bought  the  Penguins 
in  1991,  revenues  have  in- 
creased 'W/< .  to  $.'32  million  in 
1993— and  the  team  has 
brought  the  Stanley  Cup  home 
twice  in  a  row. 

The  Bucs  pay  big  bucks  for 


playing  in  a  small  city.  Local  TV  reven 
comes  to  just  $7  million,  compared  w 
as  much  as  $50  million  in  New  York 
Los  Angeles.  The  Pirates  and  thi 
small-market  brethren  in  baseb 
pushed  successfully  last  year  for  a  rei 
nue-sharing  program.  But  that's  cont 
gent  upon  the  players'  approval  of  a  s 
ary  cap,  which  they'll  probably  fig 
with  a  leaguewide  strike.  The  Bu 
front  office  says  no  one  can  make  mon 
with  baseball  in  Pittsburgh  without  fi 
making  big  changes.  The  owners  co 
plain  that  20%  of  Pirates  revenue  gc 
to  the  city  for  taxes  and  rent  on  Thr 
Rivers  Stadium.  Meanwhile,  marqu 
players  such  as  Barry  Bonds,  Bobby 
nilla,  and  Doug  Drabek  sail  off  to  gre< 
er  fields  of  dreams. 
doodads  and  twofers.  Enter  Baldw 
with  his  synergistic  playbook.  Hitch  a 
Huizenga  have  come  up  with  schemes 
cut  costs  and  hike  revenues  in  their  tv 
team  satrapies.  Holders  of  Florida  P 
thers  season  seats  get  a  10%  discount 
Marlin  season  tickets.  Baldwin  sa 
there's  room  for  similar  double  plays 
Pittsburgh.  He'd  off 
a  12-month  payme 
plan  for  season  tick< 
to  both  sports.  Rett 
ers  would  get  packa  t 
deals  on  licensed  dc 
dads  and  garb,  and 
vertisers  could  sign 
for  12-month,  twof 
deals  on  radio  and 

Baldwin  has  h 
better  success 
sports  than  he  has 
Hollywood.  He  beg; 
his  movie-producer  ( 
reer  in  1986  as  a  "he 
by"  and  helped  grii  y 
out  such  commerci 
duds  as  Spellbind 
and  Popcorn.  In  191 
Baldwin  teamed 
with  Morris  Belzber 


l. 


former  chief  executive  of  Budget  Rer 
A-Car  Corp.,  and  bought  the  Pengui 
for  $65  million.  In  his  pursuit  of  the  I 
rates,  Baldwin  has  taken  a  partner,  W  111 
liam  R.  Craig,  president  of  KBL  Spor 
Network,  a  Pittsburgh  cable-TV  w 
owned  by  Liberty  Media  Corp.  in  Eng 
wood,  Colo. 

Right  now,  the  Pirates  maintain— of 
daily— that  Baldwin  is  out  of  the  gar 
for  good.  But  while  he  has  formal 
withdrawn  his  bid,  Baldwin  says  h< 
still  in  the  hunt.  Meanwhile,  the  Pirat 
are  entertaining  offers  from  other  wa 
nabe  buyers.  This  being  baseball,  it  ail  I] 
over  till  it's  over. 

By  Keith  L.  Alexander  in  PittsburJjC 
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The  rules  have  changed. 

For  today's  CFO,  there's  a  new  game 
plan.  New  values.  New  ways  of 
measuring  success.  New  rewards. 

At  this  vital  time,  Business  Week  is 
proud  to  host  the  1994  Forum  of 
Chiel  Financial  Officers:  Making 
Sense  Out  of  Change. 

For  America's  leading  CFOs,  the 
Forum  is  an  ideal  opportunity  to 
tackle  the  challenges  and  grasp  the 
rewards  ol  a  changing  corporate 
landscape. 


For  corporate  sponsors,  the  Forum 
is  a  rare  opportunity  to  build  alliances 
with  America's  top  financial  leaders, 
face -to -face. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs,  at 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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VACATIONS  THAT 

PUT  YOUR  MIND  TO  WORK 


ON  THE 
SYLLABUS 

►  An  overview  of 
the  options  in 
cerebral  travel 

►  Visiting  the 
battlefields 
of  the  U.  S. 
Civil  War 

►  A  slog  through 
ancient  sites  on 
Ireland's  Dingle 
Peninsula 


►  And 


more 


N 


early  30  years  after  he  was  shot  down 
over  North  Vietnam,  Admiral  James 
Stockdale  returned  to  Southeast  Asia  in 
civvies.  But  his  was  still  a  working  tour:  He 
was  one  of  a  half-dozen  lecturers  in  the  Stan- 
ford Alumni  Assn.'s  "Indochina  College,"  a  16- 
night  cruise  making  stops  in  Phnom  Penh,  Ho 
Chi  Minh  City,  and  Hanoi. 

The  speakers  provided  passengers  with  per- 
spectives they  wouldn't  get  on  an  ordinary 
cruise.  As  the  ship  approached  the  Gulf  of  Ton- 
kin, for  example,  the  former  POW  and  Vice- 
Presidential  running  mate  of  Ross  Perot  re- 
counted events  leading  to  the  Vietnam  War. 
Says  Ken  Oshman,  cko  of  Echelon,  an  auto- 
mation technology  company,  and  one  of  the  80 
vacationers  who  paid  as  much  as  $11,945  for  the 
trip:  "We  were  intrigued  by  the  faculty." 

A  let  of  travelers  are  eschewing  veg-out  hol- 
idays in  favor  of  vacations  where  notepads  may 
be  more  important  than  swimsuits.  Trips  with  a 
strong  cerebral  component  are  as  far-reaching 
and  diverse  as  the  schools,  museums,  wildlife 
associations,  and  tour  companies  that  sponsor 
them.  The  intellectually  curious  can  study  liter- 
ature in  London  or  learn  to  speak  Spanish  in 
Guadalajara. 

Some  journeys  mix  the  pedagogical  with  the 
physical.  Mountain  Travel-Sobek  (800  227-2:584) 
provides  expert  guides  on  ratting  trips  in  Chile 
and  trekking  in  the  Himalayas.  The  American 
Museum  of  Natural  History  Discovery  Cruises 
(800  462-8087  outside  New  York) 'offers  a 
$14,980-to-$24,490  expedition-sans  airfare-to 
the  North  Pole,  including  a  visit  to  see  the 


wildlife  in  Franz  Josef  Land,  a  remote  Russi; 
archipelago  that  until  recently  was  off-limi 
to  foreigners. 

Closer  to  home,  travelers  can  get  educatio 
al  kicks  on  Route  66  with  a  St.  Louis-to-Las  V 
gas  nostalgia  pilgrimage  sponsored  by  Smiths 
nian  Study  Tours  (202  357-4700).  Costing  $1,5! 
plus  airfare,  the  bus  tour  is  led  by  Micha 
Wallis,  author  of  Route  (III:  The  Mother  Road. 
elderhostel.  In  some  cases,  educational  trav 
may  actually  mean  a  return  to  school.  The  N 
tional  Registration  Center  for  Study  Abrof 
in  Milwaukee  (414  278-0631)  coordinates  wor 
shops,  study  tours,  and  classes  for  Americans 
any  age  at  about  125  colleges  and  universities 
some  25  countries. 

Many  scholarly  trips  attract  an  older  crow  < 
since  seniors  have  the  interest,  income,  ai 
time.  Elderhostel  (617  426-7788)  specifical 
gears  classes  and  field  trips  to  adults  60  ar 
older,  such  as  "Apple  Computers  Made  Easy"  : 
San  Diego  State.  A  typical  one-week  domest 
program  costs  about  $300  plus  transportatio: 
International  trips  typically  last  two  to  foi 
weeks  and  cost  $700  to  $5,000.  Seniors  can  al: 
take  learning  trips  abroad  with  Interhostel  ; 
the  University  of  New  Hampshire  (800  73 
9753)  for  $2,000  to  $3,000. 

The  Field  Studies  Council,  an  independei 
charity  in  Britain  devoted  to  environment 
understanding  (011-44-743-850674),  has  11  ce 
ters— ranging  from  an  Elizabethan  manor  to 
converted  mill  in  a  landscape  immortalized  t 
John  Constable.  Although  some  classes  ma 
seem  arcane— "An  introduction  to  mosses  ar 
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sorts'— others  cover  more  broadly  appre- 

subjects,  such  as  fly  fishing, 
ults  can  head  to  Ithaca,  N.Y.,  for  a  week 
ellectual  stimulation  at  Cornell's  Adult 
rsity  (607  255-6260).  Offerings  range  from 
Real  Jurassic  Park:  Dinosaurs  and  Their 
indants,  from  Tyrannosaurus  Rex  to  the 
rn  Chicken"  to  "Architecture  in  the  Mod- 
Lge."  One-week  tuition  is  about  $700,  in- 
g  room  and  board.  Cornell  also  sponsors 
such  as  an  opera  tour  in  August  to  Santa 
.  M.  But  CAU's  mission  is  clear:  "Education 

purpose.  Sometimes  travel  is  the  mecha- 
'  says  Director  Ralph  Janis. 
t  all  vacationers  want  such  a  heavy  dose 
demies.  Retired  businessman  Milton  Man- 
is  taken  a  couple  of  trips  with 
York's  Classical  Cruises  (800 
745).    One  Mediterranean 
i  followed  the  route  taken  by 
seus.  The  other  was  a  culi- 

voyage  from  Bordeaux  to 
lona  with  demonstrations  by 
h  chef  Jacques  Pepin.  "There 
none  of  the  restrictions  you 

think  would  go  with  an  edu- 
lal  tour,"  says  Mandel.  "No- 
gave  quizzes,  and  you  didn't  have  to  be  on 
best  behavior." 

>s  up.  That  shouldn't  stop  people  from 
ng  prospective  trip  sponsors.  Determine 
I  of  time  just  how  intensive  an  education- 
>gram  they  offer:  Free  time  means  more 
ne  folks  than  others.  You  should  also  ask  if 
our  operator  sends  out  reading  lists  or 
prior  to  departure.  Other  questions:  How 
daily  lectures  will  be  offered?  Will  they 
landmarks  or  in  classrooms?  What  is  the 
of  educational  staffers  to  passengers? 
Olof  Lindblad's  Special  Expeditions  (800 
)03),  a  marketer  of  global  adventure  trips, 
y  carries  4  to  10  archeologists,  naturalists, 
ther  experts  for  every  70  to  100  travelers, 
e  credentials  of  the  guides  are  critical. 
Derator  in  China  might  be  good  at  handling 
uggage  hut  not  know  the  difference  be- 
i  Ming  (a  dynasty)  and  tong  (a  secret  soci- 
says  Ann  H.  Waigand,  editor  of  The  Edu- 


cated Traveler  newsletter  ($39  for  six  bimonth- 
ly issues  plus  an  annual  directory  of  museum- 
sponsored  tours,  800  648-5168).  Some  sponsors 
employ  local  guides  to  supplement  American 
faculty.  Adbellatif  Kriem,  who  is  King  Hassan 
IPs  personal  interpreter,  lectures  in  Morocco  on 
the  "Five  Pillars  of  Islam"  for  TraveLearn  (800 
235-9114),  which  markets  trips  via  243  colleges. 
COCKTAILS.  Many  sponsors  can  arrange  special 
entree  to  museums  during  off-hours  or  provide 
access  to  the  head  curator.  Some  even  organize 
visits  to  private  collections.  On  "D-Day  Re- 
membered" tours  put  together  this  summer  by 
Thomas  P.  Gohagan  &  Co.  (800  922-3088),  a 
Chicago  operator  that  also  packages  trips  for 
universities  and  museums,  speakers  include 
Lord  Charles  Spencer-Churchill,  the 
former  Prime  Minister's  cousin,  and 
Viscount  Montgomery  of  Alamein, 
son  of  the  World  War  II  Field  Mar- 
shal. Travelers  will  tour  the  pri- 
vate quarters  in  Lord  Charles's 
boyhood  home  at  Blenheim  Palace 
and  will  be  invited  for  cocktails  at 
the  Houses  of  Parliament.  The 
$4,495  cost  includes  airfare  from 
New  York. 

Those  not  sure  where  they  want  to  go  can 
tap  a  variety  of  resources.  Transitions  Abroad 
magazine  ($19.95  for  six  issues;  $39  for  12;  413- 
256-0373)  caters  to  travelers  on  tight  budgets. 
The  subscription  includes  an  Educational  Trav- 
el Resource  Guide  and  Student  Program  Directo- 
ry. ShawGuides  (305  446-8888)  puts  out  compre- 
hensive books  costing  $16.95  to  $19.95  on  such 
topics  as  cooking  schools,  arts  and  craft  work- 
shops, and  photography  schools.  Travel  and 
Learn  by  Evelyn  Kaye  ($23.95,  Blue  Penguin) 
offers  a  broad  listing  of  organizations  that  spe- 
cialize in  educational  travel. 

Of  course,  some  travelers  would  rather  not 
take  an  organized  tour.  Mono  Winks  by  Rick 
Steves  and  Gene  Openshaw  ($16.95,  John  Muir 
Publications)  is  an  irreverent  self -guided  tour  to 
Europe's  top  museums.  Still,  when  you're  in 
the  Louvre,  it  might  be  more  enlightening  to 
hear  a  Leonardo  expert  explain  what  Mona 
Lisa's  smile  means.  Edward  Baig 


A lot  Of 
tourists 
are 

eschewing 
veg-out  trips 
in  favor  of 
vacations  where 
notepads  may 
be  more 
important  than 
swimsuits.  Such 
tours  are  as 
diverse  as  the 
outfits  that 
sponsor  them 
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CIVIL   WAR  BATTLEFIELDS 


WHERE  BLOOD  WAS 
SHED  FOR  FREEDOM 


We  wound  our  way  through  a  develop- 
ment of  new  homes  and  turned  down  a 
dirt  road  through  rolling  hills  and  hol- 
lows. We  were  40  miles  from  Washington,  but 
upon  leaving  the  car,  we  walked  back  133  years 
into  history.  A  trail  led  to  a  circle  of  worn 
tombstones  marking  a  ferocious  early  Civil  War 
battle.  The  encounter  claimed  1,070  lives  and  led 
to  the  creation  of  the  congressional  Joint  Com- 


THE  KILLING  FIELDS 
GENERAL  PICKETT'S 
CHARGE  AT 
GETTYSBURG  COST 
8,000  OF  HIS  12,000 
MEN,  AND  THE  BATTLE 
MARKED  THE  END 
OF  THE  CONFEDERACY'S 
HOPES  FOR 
INDEPENDENCE 


where  Confederate 


mittee  on  the  Conduct  of 
the  War,  which  was  to 
second-guess  Abraham 
Lincoln  for  the  duration. 

Ball's  Bluff,  the  small- 
est national  cemetery,  was 
one  stop  in  what  was  the 
most  moving  educational 
long  weekend  my  family 
has  taken  in  years.  The 
road  from  Manassas,  Va., 
site  of  the  war's  first  bat- 
tle, to  Gettysburg,  Pa., 
hopes  for  independence  were  dashed,  takes  you 
through  historic  towns,  beautiful  countryside, 
and  some  of  the  most  important  Civil  War  sites. 

There's  Harper's  Ferry,  W.  Va.,  where  aboli- 
tionist John  Brown  was  captured  after  his  ill-fat- 
ed rairl  on  a  federal  armory  in  an  attempt  to 
spark  a  slave  revolt.  And  Cemetery  Ridge  out- 
side Gettysburg,  where  you  can  walk  along  the 
slope  where  the  division  headed  by  General 
George  E.  Pickett  was  slaughtered  by  Union 
artillery.  Pickett  started  with  12,000  men.  Only 
4,000  walked  away  uninjured. 

In  preparation  for  the  trip,  I  read  The  Killer 
Angels,  the  Pulitzer  Prize-winning  book  by  Mi- 
chael Shaara  on  which  the  recent  film  Gettys- 
burg was  based.  A  lengthier  resource  is  James 


M.  McPherson's  Battle  Cry  of  Freedom:  T 
Era  of  the  Civil  War.  If  you  can't  brush  up 
advance,  spend  time  viewing  films  and  exhibi 
at  the  battlefield  visitor  centers. 

For  a  chronological  overview  of  the  Ch 
War,  a  good  place  to  start  is  Manassas,  whe: 
the  First  and  Second  Battles  of  Bull  Pom  we 
fought.  Visit  Henry  Hill,  where  Confedera 
Brigadier  General  Thomas  J.  Jackson  pick 
up  his  nickname,  "Stonewall."  Then  travel  abo 
25  miles  north  on  Route  15N  to  the  antebellu 
town  of  Leesburg. 

You'll  pass  through  land  that  rebel  John 
Mosby,  the  Gray  Ghost,  considered  his  territ 
ry.  Now,  it's  dotted  with  country  estates,  pa 
tures,  and  produce  stands.  To  get  to  Bal 
Bluff,  take  a  right  onto  Battlefield  Parkw; 
and  follow  the  signs.  Although  the  area  is  d 
veloping  into  a  Washington  exurb,  in  the  pai 
you're  surrounded  by  forest  and  glimpses 
the  Potomac  River,  as  it  must  have  been  wh< 
Confederate  forces  marched  from  Leesburg 
ward  off  the  advancing  Federal  forces. 
VICTORIOUS.  The  next  stop  is  Harper's  Ferr 
about  25  miles  northeast  in  the  Blue  Rid< 
Mountains.  The  town  is  known  for  Browr 
raid  on  Oct.  16,  1859,  two  years  before  the  w. 
began.  It  was  also  here  that  in  1862  Stonew; 
Jackson  captured  a  U.  S.  Army  garrison.  It's 
scene-setter  for  the  next  stop:  The  victoi 
spurred  the  army  of  Robert  E.  Lee  to  make 
stand  along  Antietam  Creek. 

The  ride  to  Sharpsburg  is  17  miles,  passii 
through  the  charming  West  Virginia  collei 
town  of  Shepherdstown.  It's  a  lovely  place 
spend  a  few  hours,  especially  considering  yc 
are  en  route  to  the  site  of  the  war's  bloodie 
day. 

The  battle  of  Antieta 
on  Sept.  17,  1862,  end( 
with  an  estimated  23,0< 
casualties  on  both  side 
Among  other  must-s< 
sights  is  Bloody  Lane, 
typical  sunken  road  wi 
high  embankments.  Vii 
Burnside's  Bridge,  whe 
for  more  than  three  hou 
400  Confederate  soldie 
held  off  thousands  of  U 
ion  soldiers  in  a  series  of  uncoordinated  attacl 
led  by  General  Ambrose  E.  Burnside.  Uni< 
forces  prevailed,  and  the  victory  gave  Linco 
occasion  to  issue  the  Emancipation  Proclamatic 
The  final  stop  is  Gettysburg  and  a  review 
three  days  in  July,  1863,  that  marked  the  tur 
ing  point  of  the  war.  The  ride  from  Sharp 
burg  takes  a  little  more  than  an  hour.  On  yo 
way,  reread  Lincoln's  address  given  on  No 
19,  1863.  The  losses  were  staggering:  23,0i 
Union  casualties  and  28,000  Confederate.  Whi 
the  war  dragged  on  for  nearly  two  more  year 
the  Army  of  Northern  Virginia  was  never  aga 
able  to  mount  a  sustained  offensive. 

Visiting  these  battlefields  where  many  foug 
and  died  offers  a  vivid  history  lesson  that  i 
book  or  film  can  provide.      Christina  Del  Va 
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Business  is  all  about  taking  risks. 
However,  your  hotel  choice 
should  not  be  one  of  them. 


You  didn't  climb  to  the 
top  by  compromising.  And 


however,  boasts  an  entire  floor 
dedicated  to  fulfilling  business 
needs.  A  business  center  (no 
quotes  necessary)  complete 
with  secretarial  services. 


it's  disturbing  to  know  that 
some  hotels  simply  set  a  fax 
machine  and  a  phone  in  a  naked 
room  and  call  it  a  "business  cen- 
ter." How  insanely  rustic. 
The  Presidente  Mexico  Citv, 


Conference  and  banquet  facili- 
ties accommodate  gatherings  of 
20  to  groups  of  1600.  And  after 
tending  to  business,  you  may 
require  unwinding.  But  you  won't 


be  required  to  leave  the  hotel. 

Enjoy  a  unique  dining 
experience  with  anything  from 
escargot  to  grilled  snapper. 
For  your  listening  pleasure,  a 
variety  of  music  to  satisfy  the 
most  discerning  tastes.  While 
on  business,  we  let  you  decide 
which  risks  to  take,  not  vice 
versa.  Call  1-800-447-6147. 

PRCSIDCNTCIIOTCiS 

Mexico  City 


ersonal  Business 


B  A  J  A  CALIFORNIA 


THE  DESERT  AND 
THE  SEA:  BAJA  BY  BOAT 


PETTING  A  WHALE 
IN  JUST  THE  PAST  20 
YEARS,  SOME  SPECIES 
HAVE  STARTED  TO  LET 
HUMANS  TOUCH  THEM 
HERONS,  OSPREYS, 
AND  CORAL  ARE 
AMONG  BAJA'S 
DIVERSE  FAUNA 


■  won't  soon  forget  my  first  "friendly"  encoun- 
I  ter  with  a  whale.  As  I  reached  my  hand 
I  into  the  clear  waters  of  Baja  California's  San 
Ignacio  Lagoon,  I  went  straight  for  the  rubbery 
tail  section  of  a  gray  whale  calf  passing  under 
our  small  skiff.  Untutored  in  whale  etiquette,  I 
quickly  learned  that  wasn't  such  a  bright  idea: 
In  a  watery  flash,  the  15-foot,  two- 
ton  creature  gave  the  little  Mexi- 
can fishing  panga  a  powerful  jolt 
as  it  whacked  its  flukes  against 
the  boat's  side  and  dived  under 
the  water.  The  calf's  35-foot  moth- 
er looked  on  anxiously  from  a  dis- 
tance of  not  more  than  10  feet. 
Only  then  did  my  guide  inform  me 
that  whales  loathe  the  surprise  of  being  touched 
on  their  flukes. 

<  )h,  well.  The  experience  was  still  a  tremen- 
dous thrill.  But  petting  whales  was  just  one 
of  countless  pleasures  on  my  nine-day  natural 
history  tour  of  the  remote  shores  and  islands  of 
Baja  California.  Our  group  consisted  of  20  pas- 
sengers and  two  marine  biologists.  We  trav- 
eled in  relative  comfort,  if  not  luxury,  on  the 
Searcher,  a  95-foot  sport- fishing  boat  based  in 
San  I  >iego. 

The  boat's  crew  of  six  worked  tirelessly  to 


ensure  our  trip  w 
packed  with  a  wondro 
array  of  wildlife  viewir 
On  most  days,  we  rose 
or  before  dawn  and  spe 
every  waking  hour— wi 
the  exception  of  meal 
either  on  deck  or 
skiffs.  We  traveled  t 
out  to  sea  to  find  an  e 
sive  blue  whale,  whit 
at  about  100  feet,  is  t 
largest  mammal  on  ear 
We  hiked  remote  islan 
and  desert  canyons  f 
close  looks  at  harb 
seals,  nesting  osprej 
and  bizarre-looking  sp* 
cies  of  cactus  found  or 
in  Baja.  We  snorkel 
among  coral  reefs  in  t 
calm  Sea  of  Cortes  a 
explored  tropical  m£ 
groves  filled  with  exo 
birds,  such  as  tricolor 
herons. 

For  natural  histo 
buffs  who  love  the  des€ 
and  the  sea,  nothing  to 
exploring  Baja  California  by  boat.  It  remai 
one  of  the  few  regions  in  North  America  th 
is  largely  unscathed  by  man.  And  our  appre 
ation  was  enriched  by  the  knowledge  and  e 
thusiasm  of  our  guides,  who  prepared  us  f 
each  coming  day  with  after-dinner  lectures  ai 
slide  shows. 

The  $2,050-a-person  trip  is  organized  by  t 
American  Cetacean  Society  (310  548-6279), 
nonprofit  whale  conservation  group  in  San  F 
dro,  Calif.  The  ACS  makes  at  least  two  tri 
each  winter  to  Baja  and  leads  summer  whal 
watching  expeditions  off  British  Columbia.  0 
voyage  covered  more  than  1,200  miles  of  coa: 
line  both  along  the  Pacific  and  in  the  Sea 
Cortes,  before  ending  in  the  resort  town 
Cabo  San  Lucas  on  the  southern  tip  of  Baja. 
QUEASY  FEELING.  This  is  clearly  not  a  trip)  f 
everyone,  though.  The  Searcher  is  a  seawortl 
vessel  with  the  latest  electronic  navigation 
equipment.  But  it  is  a  bit  cramped  and  sparta 
lacking  many  of  the  amenities  people  expe 
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e  will  leave  our  children  and  grandchildren  the  greatest  national  debt  in  the  history  <>l 
mankind  It  is  clearly  our  responsibility  to  also  leave  them  the  most  productive  economy  the 
world  has  ever  known  Fulfilling  this  responsibility  requires  substantial  and  continuous  invest 
ment  in  technology,  infrastructure  and  capital  equipment. 
The  CIT  Croup  stands  ready  to  help 

As  America's  most  experienced  asset-based  lender,  we  will  make  nearly  $5  billion  available 
to  American  industry  this  year  These  Kinds  will  be  used  by  forward-thinking  companies  to 
make  productive  investments  and  improve  the  ellicicncv  of  their  operations  They  will  utilize 
the  financial  power  of  their  ctirrent  assets  to  insure  their  future  prosperity 

To  find  out  how  The  CIT  Group  can  help  you,  call  1-800-545-5440. 

america's 
Most  Experienced 
Asset-  Based 
Lender. 


©1994  The  CIT  Group.  Inc 
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on  a  cruise  this  expensive.  The  cabins  are  tiny 
and  mostly  below  deck— without  portholes. 
There  are  only  two  small  showers  on  board. 
Many  long  and  noisy  nighttime  hours  are 
passed  motoring  the  great  distances  between 
anchorages.  And  the  seas  along  Baja's  Pacific- 
coast  are  often  rough. 

I  found  that  out  shortly  after  the  Searcher 
left  San  Diego  harbor,  at  midnight  in  a  rain- 
storm. As  the  engines  roared,  the  odor  of  diesel 
fumes  permeated  my  little  cabin.  The  noise 
and  smell  combined  with  the  boat's  pitching 


THE  20 
VOYAGERS  HIKED 
ISLANDS  AND  CANYONS 
LOOKING  AT  WILDLIFE 

kORAN  BAJA 
CALIFORNIA  IS  ONE  OF 
THE  FEW  REGIONS  OF 
NORTH  AMERICA  LEFT 
LARGELY  UNSCATHED 
BY  MAN 


in  the  boat's  wake. 


about  in  the  swells 
gave  me  some  queasy 
misgivings. 

By  the  end  of  the 
second  day,  though, 
my  doubts  were  dis- 
pelled. The  seas  had 
calmed,  and  the 
clouds  broke,  reveal- 
ing a  sublime  sunset. 
Dozens  of  dolphins 
were  giving  us  an 
acrobatic  welcome, 
jumping  and  flipping 
Meanwhile,  the  crew  had 
fixed  the  problem  with  the  engine  fumes,  and  I 
was  able  to  switch  to  a  more  airy  cabin. 

The  best  change  of  all,  though,  was  the  aro- 
ma wafting  from  the  galley,  where  the  wise- 
cracking cook,  Missy,  was  whipping  up  crab 
cakes  and  chocolate  fudge  pie.  Her  cooking— and 
the  salt  air— made  for  a  week  of  hearty  eating. 
A  typical  clay's  menu  might  include  huevos  ran- 
cheros  for  breakfast,  steak  burritos  for  lunch, 
and  fresh  halibut  for  dinner. 

After  mastering  my  first  shower  at  sea,  I  be- 
gan to  mingle  with  the  other  passengers,  dis- 
covering that  our  group  was  about  as  diverse 
as  the  flora  and  fauna  of  Baja.  The  entourage 
ranged  from  a  pair  of  retired  high  school  phys- 
ical-education teachers  to  a  4-year-old  boy,  one 
of  four  small  children  on  the  trip.  Many  of  my 


shipmates  were  seasoned  nature  travelers  a 
had  already  logged  excursions  to  the  Galapa^ 
Islands  and  other  exotic  destinations. 

Along  the  way,  we  dropped  anchor  off  roc 
windswept  San  Benito,  a  trio  of  islands  40  mi 
from  the  coast.  There,  we  spent  a  day  hiki 
around  coves  packed  with  elephant  seals.  \ 
learned  in  the  previous  evening's  lecture  tl 
these  creatures,  hunted  to  near-extinctionl ; 
century  ago,  spend  most  of  the  year  at  sea.  Il 
from  December  to  March,  they  come  ashcj 
to  mate  and  give  birth  to  their  pups— at  Sj 
Benito  and  a  few  other  islands. 
crushed  pup.  We  walked  as  clc 
as  we  dared  to  the  15-foot,  two-i 
^MMiyjtt    bulls,  who  made  threatening  sno 
with  their  trunks.  Nearby,  hareJ 
of  females  and  plump  pups  lazi 
in  the  hot  sun  or  played  in  ti| 
pools.  Occasionally,  we  noticed 
flattened  corpse  of  a  pup— pre 
ably  carelessly  crushed  by  a  b 
loping  across  the  beach  in  pursi 
of  a  female. 

We  visited  the  mangroves 
San  Ignacio  Lagoon  and  Magda 
na  Bay,  the  same  water's  whei 
beginning  in  December  of  ea 
year,  thousands  of  gray  whal 
end  their  6,000-mile  migrati' 
from  the  north.  The  whales  st 
until  late  March.  They  come 
the  warm  waters  to  mate  ai 
calve  before  returning  to  the 
summer  feeding  grounds  in  tl 
Bering  Sea  near  Alaska. 

Biologists  have  spent  careers  studying  t 
gray  whales  and  their  clock-like  migrations 
the  lagoons,  which  are  strictly  protected 
the  Mexican  government.  But  no  one  has  y 
figured  out  why  these  whales  began  18  yea 
ago  to  allow  and  even  encourage  humans 
touch  them. 

The  phenomenon  struck  me  as  all  the  mo 
mysterious  when,  one  evening,  I  pulled  an  o 
book  from  the  Searcher's  bookcase  and  re; 
that  gray  whales  once  launched  violent  attacl 
against  whalers  in  these  same  lagoons  durit 
the  19th  century.  I  thought  about  that  the  ne 
day  as  I  sat  in  my  little  panga  with  the  oth< 
tourists.  Our  cameras  and  binoculars  at  tl 
ready,  we  politely  positioned  ourselves  clo: 
to  a  group  of  cows  and  calves  and  waited  f< 
them  to  come  to  us.  Finally,  a  calf  bubbled 
the  surface,  allowing  us  to  pat  his  head.  So< 
after,  the  cow  came  alongside,  filling  the  a 
with  mist  from  her  blowhole.  Then  she  rolk 
on  her  side  and  cast  a  sharp  glance  our  wa 
We  must  have  passed  the  test,  since  the  tw 
lingered  for  a  good  20  minutes. 

Her  gaze  came  back  to  my  mind  during  tl 
flight  home  to  Los  Angeles.  As  the  plai 
dropped  close  to  the  runway,  I  was  struck  V 
how  strange  the  buildings  and  freeways  looke 
All  of  a  sudden,  the  faraway  lagoon  where 
touched  a  whale  seemed  to  make  a  lot  moi 
sense.  Rick  Schu 
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THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business  jet  you  acquire  for  your  company  should  do  everything  well. 


If  it  is  a  Falcon  Jet,  it  will. 

Leaving  narrow  superlatives  and  one-sided  claims 
)  others,  Falcon  Jet  pursues  the  idea  of  meticulously 
alanced  excellence -across  the  board.  Scoring  high  in 
/ery  key  category.  Scoring  low  in  none. 

For  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effi- 
ient.  Trim,  yet  spacious.  As  remarkable  for  short-field 
ipabilities  as  for  long  cruising  range.  Highly  advanced 
1  design,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

"SfF'  Falcon  Jet 

Teterboro,  New  Jersey  07608 


ALCON 

onS"u^ business  tri/et-famed 
for  "long-trips/short-trips"  versatility - 
with  record-breaking  performance  and 
proud  fighter  heritage. 


FALCC  )N 

Q(30B  The  largest  Falcon  offers 
4000  nm  range  and  the  best  cabin  in 
corporate  aviation,  yet  costs  less  to  operate 
than  other  large-cabin  jets. 


FALCON 

2000 (Shown  above.)  Now  in  flight 
test,  this  remarkable  widebody  twin  will  enter 
service  in  1994,  making  swift  and  comfortable 
transcontinental flight  an  affordable  reality. 


THE  POWER  TO  TURN  MILES  INTO  MILESTONES 
THE  PREMIERE  OF  THE  NEXT  ROLLS-ROYCE 

Presenting  the  new  1994  Rolls-Royce.  Among  its  refinement 
one  will  discover  the  addition  of  a  passenger  side  airbag,  creatin 
the  safest  Rolls-Royce  motor  car  ever.  Equally  notable 
the  most  powerful  engine  of  any  Rolls-Royce.  And  now,  tr 
assurance  of  free  scheduled  maintenance  for  three  years  an' 
unlimited  miles"  elevates  an  already  rarefied  experiencj 
The  1994  Rolls-Royce.  A  milestone  for  those  who  hav 
crafted  it.  And  for  those  who  will  attain  i 
Please  call  (800)  237-6557  ft 
the-dealer  nearest  yo 


f 

ll 


Restrictions  apply.  Contact  your  authorized  Rolls-Royce  dealer  for  details.  ©  Rolls-Royce  Motor 
,c,  1993.  The  name  "Rolls-Royce"  and  the  mascot,  badge  and  rad.ator  gr.lle  are  regtstered  trade,™ 
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0  A  X  A  C  A  ,  MEXICO 


RVANAIN 
[E  LAND  OF 
1VEN  MOLES 


fust  of  warm  air  sweeps  into  the  kitchen, 
uffling  the  coat  of  the  sleeping  dog  and 
icattering  brilliant  purple  bougainvillea 

the  floor.  The  breeze  carries  a  humid, 
r  scent  that  promises  a  welcome  bit  of 
iusana  Trilling  plunges  an  oversize  wood- 
le  into  a  heavy  ceramic  pot  to  taste  the 
nt  chili,  nut,  and  chocolate  sauce  bub- 
within.  "It's  almost  there,"  she  says. 

mole  must  be  dark,  dark,  dark." 
»  in  Oaxaca  revolves  around  food.  It's 
i  as  the  Land  of  the  Seven  Moles,  and  the 
sauce  comes  ia  a  variety  of  colors— black, 
ellow,  and  green.  "Mole"  simply  means 
re  in  Nahuatl,  one  of  the  Indian  languag- 
ken  in  this  part  of  southeastern  Mexico, 
h,  what  a  heavenly  mixture.  So  valued  is 
I  mole  that  one  of  the  greatest  compli- 

a  man  can  pay  a  woman  is  to  tell  her: 
ire  the  sesame  seed  in  my  mole.'" 
ently,  I  fled  polluted,  chaotic  Mexico  City 
rch  of  peace,  calm,  and  the  perfect  mole. 

found  it— in  tiny  San  Lorenzo  de  Cacaote- 
opulation:  1,000),  just  nine  miles  outside 
a.  There,  in  Susana's  airy  kitchen,  I  spent 

days  learning  the  legends  and  secrets 
inding  what  many  consider  the  most  inter- 
cuisine  in  Mexico.  The  teacher  is  a  for- 
lanhattan  caterer  and  restaurateur  who 
d  the  fast  track  in  search  of  her  Mexican 
mother's  roots.  For  six  years,  she  has 
on  a  195-acre  farm  with  her  Dutch  hus- 
Eric  Ulrich,  and  their  children.  He  grows 
oes;  she  cooks  them.  Susana  has  mas- 
Oaxaca's  native  mole  recipes  by  spending 
n  the  kitchens  of  the  region's  best  cooks, 
r  rage.  Her  cooking  school,  Seasons  of 
eart,  has  been  a  well-kept  secret,  but  not 
ng:  The  popular  Mexican  book  and  film, 
Voter  for  Chocolate,  the  story  of  a  lovelorn 
n  whose  cooking  contains  as  many  emo- 
as  ingredients,  has  piqued  the  interest 
try  Americans  about  real  Mexican  cuisine. 
Daxacan  cuisine,  with  its  intense  sauces 
xotic  ingredients,  is  one  of  the  latest  rag- 
■ivate  cooking  classes  are  $65  a  day  per 
n,  staying  at  the  farm's  guest  cottage, 

sleeps  two  ($35  per  person)  or  in  a  Oax- 
)tel.  Make  reservations  through  her  U.  S. 

(718  965-0214)  or  in  care  of  Casa  Colonial 
in  Oaxaca  at  011-52-951-65280. 

day  at  the  farm  began  at  6  a.m.,  when  I 
wakened  by  birds  chirping  and  the  first 
)f  sun  peeking  over  the  mountains.  From 
indow,  I  could  see  the  pyramids  of  Monte 


Alban,  one  of  Mexico's  most  important  archae- 
ological sites.  After  coffee,  we  head  to  the  mar- 
ket in  the  nearby  town  of  Etla.  We  buy  chilis, 
vegetables,  and  meat,  and  then  stop  at  Dona 
Conchita's  food  stand  for  a  cup  of  steaming  hot 
chapurada—a  tasty  drink  of  cornmeal  gruel 
mixed  with  chocolate. 

Back  at  the  farm,  we  put  on  runchero  music 
and  set  about  the  complicated  task  of  making  a 
huge  meal  of  black  mole,  tamales  wrapped  in 
banana  leaves,  garlic  soup  with  squash  flow- 
ers, and  coconut-almond  flan.  Susana  shows  us 
how  to  rehydrate  dried  chilis  and  roast  them  on 
a  griddle  until  black  but  not  burned.  We  roast 
the  almonds,  the  sesame  seeds— even  the  cinna- 
mon and  allspice.  A  gust  of  wind  tosses  the 
powder  of  freshly  crushed  chilis  in  our  faces, 
setting  off  a  wave  of  sneezing. 

After  polishing  off  this  meal,  there's  a  knock 
on  the  door-.  It  is  Paula,  a  neighbor,  who  has 
come  to  teach  us  how  to  make  corn  tortillas— 
from  scratch.  We  pluck  kernels  from  a  dozen 
ears  of  dried  corn  and  remove  the  skins.  Later, 


after  running  the  corn  through  Dona  Margari- 
ta's mill,  we  cook  the  tortillas  over  a  wood- 
burning  fire  in  Paula's  cooking  hut— with  bam- 
boo walls  and  a  dirt  floor. 

Paula  skillfully  flips  dozens  of  tortillas,  un- 
mindful of  the  flames  licking  over  the  pottery 
griddle.  My  first  tortilla  is  so  deformed  she 
shows  it  to  her  husband,  Chico,  who  guffaws  in 
appreciation.  The  tortilla-making  takes  almost 
half  a  day— these  women  do  it  every  day. 

Life  in  parts  of  Oaxaca  is  still  much  as  it  was 
a  century  ago.  But  even  as  they  cherish  their 
traditions,  rural  Mexicans  are  demanding  a  bet- 
ter standard  of  living.  For  those  who  can  afford 
them,  gas  stoves  will  improve  women's  health, 
as  they  spend  less  time  in  smoke-filled  kitchens. 
Some  progress  is  harder  to  swallow:  As  we 
drive  to  the  airport,  we  note  with  dismay  the 
Golden  Arches.  For  those  who  want  to  see, 
smell,  and  taste  Mexican  traditions  at  their 
best,  Susana's  kitchen  provides  a  wonderful 
setting.  Geri  Smith 


LEGENDS  AND  SECRETS 
SUSANA  TRILLING  (LEFT) 
OF  COOKING  SCHOOL 
SEASONS  OF  MY  HEART 
SHOWS  GERI  SMITH 
HOW  TO  SEPARATE 
CORN  HUSKS,  WHICH 
ARE  THEN  USED 
TO  WRAP  TAMALES 
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"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
companies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 
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At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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See  the 


DINGLE,  IRELAND 


ICIENT 
ONES OF THE 
1ERALD  ISLE 


ter  squishing  through  miles  of  bog— a 
nixture  of  water,  peat,  plants,  and  sheep 
Iroppings— we  seemed  to  be  making  little 
;ss.  That  morning,  we  had  set  out  for 
lainn's  House,  a  prehistoric  burial  site  on 
late  ridge  overlooking  Ireland's  Dingle  pe- 
t.  Four  hours  later,  the  site  was  nowhere 
seen.  Our  conviction  was  growing  that  no 
rocks,  however  ancient,  could  match  the 
re  of  sipping  Guinness  in  a  warm  pub. 

funny  thing  is,  we  had  paid  for  this 
!  to  be  led  through  the  muck.  We  signed 
a  three-day  Celtic  Natural  History  Holi- 
rganized  by  an  Irish-American  couple, 
?\  and  Becky  O'Connor.  For  $355  a  per- 
re  were  led  on  daily  rambles,  averaging 
miles,  to  visit  some  of  the  1,600  archaeo- 
sites  that  dot  the  area, 
peninsula  is  one  of  the  wildest  spots  in 
e.  Michael,  an  amateur  archaeologist  with 
»  in  geology  and  a  former  professor,  led 
kes.  Becky  was  in  charge  of  logistics, 
ng  us  off  and  picking  us  up.  The  holiday 
5d  three  nights  in  the  O'Connors'  renovat- 
i4  farmhouse  and  all  but  one  meal. 
OPPING.  The  third  day  was  the  toughest. 
;  was  mostly  our  own  fault,  since  we  had 
varned  we  would  need  waterproof  boots, 
owed  rubber  "wellies"  from  Becky.  But 
jsband,  Charlie,  was  wearing  only  por- 
ither  hiking  boots.  To  avoid  the  muck,  he 
fed  considerable  elodhopping  skills,  jump- 
mi  one  patch  of  grass  to  another.  After  a 
•mical  misses,  he  simply  gave  up— sloshing 
di  the  bog  along  with  Michael  and  me. 
of  us  escaped  the  damp  entirely.  One 
nt,  we  would  be  soaked  by  showers.  The 
a  fast-rolling  fog  would  overtake  us. 
ally,  we  reached  a  trail  of  16  ancient 


stones  planted  along  the  backbone  of  the  ridge. 
At  the  end  stood  a  massive  rock  pile,  known  as 
a  cairn,  dating  from  as  early  as  6,000  B.C.  Mi- 
chael said  the  site,  visible  for  miles  around, 
had  probably  been  used  for  burial.  A  depression 
in  the  cairn's  center  may  have  been  caused  by 
the  collapse  of  the  burial  chamber.  We  scram- 
bled to  the  top,  hoping  to  spot  bones  or  arti- 
facts. Instead,  tucked  beneath  a  rock,  we  found 
a  bottle  of  Paddy  whiskey.  A  sheep  farmer,  it 
seems,  found  this  a  useful  hiding  place. 

Despite  the  bog-slogging,  much  of  our  trek 
was  glorious.  It  had  begun  that  day  in  a  glacial 
valley  carved  into  a  perfect  U-shaped  bowl. 
After  avoiding  puddles  filled  with  thousands 
of  frog  eggs,  we  rested  in  a  remote  village, 
now  deserted,  which  predated  the  1848  potato 
famine.  The  last  inhabitants  were  two  old  wom- 
en who  lived  in  the  primitive  stone  houses— no 
plumbing  or  electricity— until  the  1950s. 

We  wouldn't  have  gone  on  this  hike  without 
a  guide.  The  area  is  remote— and  can  be  treach- 
erous, with  sudden  and  disorienting  fogs.  Trails 
were  scanty,  requiring  us  to  bushwhack  our 
way  over  much  of  the  terrain.  It's  not  a  holiday 
for  people  who  enjoy  bus  tours. 

The  O'Connors  try  to  tailor  tours  to  individ- 
ual interests.  During  peak  summer  months, 
they  offer  a  more  leisurely  option:  the  Celtic- 
Nature  Sailing  Holiday,  a  three-day  journey 
along  the  coast  on  their  41-foot  cutter.  The 
first  three  nights  are  spent  on  board  in  pri- 
vate cabins.  The  last  night  is  spent  at  O'Con- 
nor's Old  Stone  House  b&b  (011-353-66-59882). 

Our  vacation  ended  there,  with  a  peat  fire 
burning.  During  our  stay,  we  happily  browsed 
through  the  O'Connors'  books  on  the  history 
and  archaeology  of  this  Irish-speaking  region. 
Suppers  were  family-style,  shared 
with  the  hosts.  The  O'Connors  will 
guide  you  to  the  Thursday  folk- 
dancing  sessions  in  Dingle  that  be- 
gin in  earnest  at  midnight.  Another 
highlight  is  stopping  in  at  a  few  of 
the  town's  52  or  so  pubs,  where  lo- 
cals were  happy  to  chat  with  us 
over  a  pint.  Aside  from  the  soft 
weather  and  occasional  elodhopping, 
our  Celtic  holiday  was  a  good  way 
to  get  beyond  the  well-trodden  tour- 
ist trails.  Julia  Flynn 


THE  DINGLE  PENINSULA, 
AT  IRELAND'S 
SOUTHWESTERN 
EDGE,  IS  ONE  OF 
THE  WILDEST  PLACES 
IN  EUROPE.  DOTTED 
WITH  ARCHAEOLOGICAL 
REMAINS,  IT  FEATURES 
SOME  SITES  FROM  AS 
EARLY  AS  6,000  B.C. 
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Business  Opportunities 


Call  for  SEMINAR 
locations  and 
dales 


Steel  Framed 
Homes 


DISTRIBUTORS  WANTED 


♦  Low,  Refundable  Investment  ♦  100  Models  &  Customs 

♦  Extra  Protection  from  High  Winds,  Fire,  Termites  &  Earthquakes 

♦  Fast,  Simple  Bolt-together  Construction  ♦  Complete  Support 

♦  Energy  Efficient  9"  (R-30)  Insulation  ♦  Construction  Training 

rMgg  [i-800-trT-steel 

cocc  i„i„  pari,Pi        1  1  '  Structures,  Inc 

ivitt  iiiiu  r  atom        54U0  S  Stemmons  Frwy  Demon  TX  76205 


(8171  497-7070  Fai  (817)  497-7497 


Health/Fitness 


^SSSr\  Breathe  Easier 

m 


Friedrich 


Tobacco  smoke,  dust  and  pollen  can  make  breathing 
difficult  and  hazardous. 

The  Friedrich  Electronic  Air  Cleaner  removes  up  to 
99%  of  these  pollutants,    quickly,  quietly  and 
effectively1  And  it  costs /ust  pennies  a  day  to  operate 

For  more  information  and  a  FREE  CATALOG 
Call  1-800-541-6645  In  Texas  1-800-442 -2085 

FRIEDRICH  AIR  CONDITIONING  CO 


Marketing  Consulting 


Computerized  Analysis  of 
Interviews,  Focus  Groups, 
and  Open-Ended  Surveys 

Unbiased,  Insightful, 
Pure  Customer  Opinion 
Clients  include:  IBM,  Apple,  Kodak, 
Gannett  &  more 
Call  Polansky,  Inc. 
716/292-5460 


Presentation  Equipment 


POCK^^INTER 


X 


6..9C  pl* 


'-as*** 


1 


P.O.  Box  271 2 
San  Ramon,  CA  94583 


>  If  You  Buy,  Buy  Quality 

>  Range  up  to  100  yds. 

>  WE  include  2  AAA 
Batteries 

TOLL  FREE 
800-291-5511 


Sports  Equipment 


Cheat 
At  Tennis 


|tennis  tutor  I  Your  Own 
■Mfll  Portable 


£p  Tennis  Ball 
Machine 


1  800  448-8867 

for  FREE  brochure 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety,  styling  and 
quality.  Send  for 
FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  55  D  Hingham,  MA  02043 


Art/Collectibles 


vS  ¥^ 
MSA 

T^eaiuring  the 
1  country's 
largest  selection  of 
high-quality  art 
reproductions  on 
canvas.  All  pieces 
are  hand-finished. 
The  only  thing 
missing  is  the  high 
price! 

1  for  your  FREE  color  catalog  f 

or  write:  Fine  Art  Impressions, 
240 North  Garden.  Dept.  BW-I.  Mall ot America, 
 Bloomington,  MN  55425-5550.  


Ti 


James  Butterswonli  (1817-1894) 
Volunteer  VI  Thistle 


he- 
largest 
collection 
of  framed 
Oil  Repro- 
ductions on 
Canvas.  Our 
color  catalog 
of  over  300  images  includes  Impress- 
ionists, Florals,  Still  Life,  Landscapes, 
Seascapes,  Portraits,  Primitives,  Groups 
and  Figures,  Children,  Religious,  Nauti- 
cals,  Hunt  and  Sporting  and  Western 
Art.  $5.00  (refundable). 
Call  800-222-6827,  Dept  640. 

PO  Drawer  D-640  •  SomersvilU,  CT  06072 


Health/Fitness 


Tan 


Home 


.  Kl.il- 


Beds 

R  E  C  T 


World  Famoi 
FACTOHY  □ 

Umls  torn  $895 

800-965-9696  FAX  407-253-5546 

KLAFSUN  '51  North  Dr»e  MelbovfM  FL  32934 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Lite  and  Academic 
Experience  *  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd.  Dept  170 
Los  Angeles,  CA  90049  USA 


Catalogs/Marketing 


Get  your  products  into  millioni] 
of  mail  order  catalogs!  We're 
commissioned  manufacturer's  red 
firm  specializing  in  selling  to  thifj 
growing  market.  Please  call: 
Direct  To  Catalogs,  Inc., 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410. 


Business  Opportunities 


&  VENDING  & 
Big'$  $  $  Income 


Lowest  Wholesale  Prices 

•  Bulk  •  Soda 

•  Snack         •  Honor  Boxes 

•  Condom  •  Mint  Vendors 
No  Minimum/No  Maximum 

1-800/881-2535 


China's  Silicon  Valley 
Excellent  Opportunities 

Located  in  Beijing.  3  years  taj 
free,  export  assistance  anc 
more.  Ideal  for  North  America: 
high-tech  firms  expanding  in  Asia 
Call  Austecb  Development  Inc 
800-361-8722  •  905-270-0202 


— -  Business  Partner 
in  Russia 

A  Russian  company  offers  opportunit 
for  local  partner  to  sell  products  o 
the  Russian  market.  Candidates  mui 
have  outstanding  bank  reference; 
Your  proposals  write  or  fax:  Russii 
102064,  Moscow,  Box  389.  Fax:  (09! 
964-09-55  Box  Intero. 


Business  Services 


SET  UP  A  TRUST  OR 
INCORPORATE  OFFSHOR] 


Offshore  Companies  US  $350 

Offshore  Trusts  $750 
Contact:  Management  Service: 
PO  Box  6-5879 
El  Dorado,  Panama 
Fax:  011-507-27-1358. 


 Business  Plans  — 

Before  you  buy,  borrow 
franchise  or  expand,  you  neet 
a  professionally  written  plan 
Document  shows  your  objec 
tives,  markets,  financials,  etc 
Everything  you  need  to  succeed 

1-800/769-1272 


RESEARCH  REPORTS 

19,850  academic  topics  available1 

Send  $2.00  for  the  290-page  catalog. 

Custom-written  reportsalsoavailable 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
iX:  (312)  337-5633  OR  WRITE: 


Health/Fitness 


to  75%  on  Contact  Lenses 

I 


■AU8CH  &  LOMB 


i  Guaranteed  •  Open  7  days  | 
jjor  credit  cards  accepted 


stment  Opportunities 


SHORE  CLIENTS? 

agents  wanted  for 
an  Islands  based  mutual 
.  For  details  contact: 
Mark,  Inc.  P.O.  Box 
7,  Miami,  FL  33149, 
505/365-9342 


ucation/lnstruction 


versity  Degrees 


I  Paced      Homo  Study 
ite  Bachelor  Master  Doctor 

»  Admin.  Psychology,  Finance, 
imt,  Law,  Paralegal,  x^JS"*^ 
ness.  Health  Care,  ffif\>» 
Resources  Admin,  ^l^^^l- 
177-2254  (24  hrs)  ^SfPMjf 
l  California  University  ^£05*^ 
-lion-BW,  Tustin.  CA  92680 


1  MBA  At  Home  [X] 

I.S.  Programs  Also  Available 

Environmental  Sti  dies.  Computer  Science 
idents  from  Fortune  500  companies 

:hadwick 

UNIVERSITY 

ing  not  limited  by  classroom  walls." 
e  catalogue  call:  1-800-767-2423^ 


REE  VIDEO 


TERNAL  DEGREES 

3A/ESS  MS/MBA  PhD/JD 
t  for  work. /life  exp.  •  Accredited 
800)  444-8569  (24  hrs.) 

aSalle  University 

569  Mandeville,  LA  70470-4000 


imputer  Equipment 


WLETT-PACKARD 
Buy-Sell-Tnda 

srjet  ColorPro 
kJet  Draft  Pro 

gedWrtter  Draft/Master 
Prostatic  Rotters  DesignJet 
Workstations  and  Vectras  also  available. 

Dasher  &  Associates 

*cond  Av»  ,  S.  Birmingham.  AL  35222 
K  205/591-4747  Fax:  205/591-110* 
SO0/S3S-4S33 
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Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  :S 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

.  Programmed  to 

Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylslon  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Presentation  Equipment 


QUIT  pointing 
your  f  inger! 

Point  with 
LASER  AIM, 

LIMITED 


OFFER! 


Reg. 
$79.95 
Limited 
Offer 


LAP700 

Send  check 
money  order 
with  $5  S  &  H  to: 
ETI,  P.O.  Box  3548 
Little  Rock,  AR  72203 

$5995  w 

Batteries 
Included  (501)375-2227 


Contact  Lenses 


Save  up  to  75% 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership  - 
fees.  100%  guaranteed. 

BAUSCH  <S  LOMB    (JJ)  yESJOfl 

FREE  BROCHURE 

■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  foot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  foot  cash  registers").  Our  new330^seat 
GC-11M  features  the  Golden  Choice  Buffet'" and 
The  Brass  Bell  Bakery*  popularized  in  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base.  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages.  Call 
1-800-284-5673  for  franchise 
information.  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Franchising 


HH 


1—  Industry  leader  in  network  .sales  five  years 
in  a  row. 

2—  Industry  leader  in  number  of  domestic 
franchise  centers 

3—  Rated  industry  leader  in  Success,  Entrepreneur 
and  Income  Opportunities  magazines 

THEY  ALL  ADD  UP  TO  #1 . 
^!mSir  Speedy,  Inc. 

For  printing  &  copying  franchise  opportunities  call; 

800-854-3321  % 


Corporate  Gifts 


CELEBRA' 

AN  ANNIVE 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 


gW  CUSTOM  MADE 
TIES 
SCARVES  liio™ 

CRESTS  Urn. 


(800)  252-5966 
)  322-4142,  FAX: (203)329-78 
TOCHURE  AVAILABLE  S5.00 


Travel 


CULTURAL  FOLK  TOURS 

and  Bora  Ozkok  present  16th  year  tours  of 

TURKEY 

GREECE  &  EGYPT 

TOURS,  FIT'S,  GROUPS  &  CONVENTIONS 

1-800-935-8875 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products. 

1-800-792-2277 

DEPARTMENT  710 

FAX  1-510-786-1111 


The  Corporate  Choice 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


I 


capability :  executive  programs 

THE  REALITIES  OF 


Created  by  Business  Week 
/;/  association  with: 

MicroAge 

Infosystems  Services 

Speakers  include: 

JAY  C  H I  AT,  CEO  and  Chairman, 
Chiat-Day  Inc.  Advertising 

Michael  L.  Joroff,  Ph.D. 

Director,  Research  and  Special  Planning, 
MIT  School  of  Architecture  and  Planning 

PAUL  SaFFO,  Director,  Emerging 
Technologies,  Institute  for  the  Future 

A  IAN  P.  HALD,  Vice-Chairman 
and  Co-Founder,  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


The  rfai  ity  is  -  portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  —  instantly. 

Taking  control  or  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies. 


II 


INFOSYSTEMS  SERVICES 


For  CIOs,  advertising,  sales,  marketing, 
purchasing,  personnel,  data  processing, 
planning  &  development,  commu- 
nications and  engineering  executives, 
and  other  senior  managers  who  wish 
to  take  hold  of  latest  technologies  and 
management  strategies,  while  making 
direct  contact  with  top-level  technology 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek  \ 


Beyond  news.  Intelligence. 


T o  register  for  The  Virtual  Office  conference, 
call  the  Business  Week  Registrar  at 
(800)  82 1  - 1329.  fax  your  response  to 
(2 1 2)5 1 2-628 1 ,  or  mail  this  coupon  to: 

Ann  McKenna 

Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas,  36th  floor 
New  York,  NY  10020 
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Company 


t 


Tl  I  I  PHONl 


F A<  SIMM  [ 


Primary  BUSINESS 
Pee:  $575 

Bili  my:  □  American  Express 


Annuai  Revi-nue 

□  Check  Enci osed 

□  Masteri  ah  1 I 


Kill 
n  Visa 


Executive 
programs 


Account  Numbi  r 


E  X  I'  I R  A  IT  o  N  D  A  11- 


Ctpyrighi  l'J04  McGraw-Hill,  Inc. 


Sll, NATURE 
CANCEI  I. A  I  ION  POLK  V 

All  cancellation!  must  be  received  in  writing,  those  postmarked  after  May  51.  1994  wilt  be  subject  to  a  service  charge  of  $150.  Registrants 
who  fait  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee.  You  may.  if  you  wish,  lend  a  substitute. 
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IHIit=H^V^T5!lfjTj_ 


AUCTION 

rom  lost  week:  0.1% 
rom  lost  year:  1 .4% 


1967=100  (four-week  moving  overage) 


LEADING 

Change  from  last  week:  -0.3% 
Change  from  last  year:  7.7% 


236  . 


Mar  12 
190  4 


Mar  12 

231  5 


230. 


hub 


Mar.  5 
190  3r 


224  . 


218  . 


212 


imiiiiiill 


3 


Mar.  5 
232. 2r 


July 
1993 


Nov. 
1993 


July 
1993 


oduction  index  was  little  changed  during  the  week  ended  Mar.  12. 
I  output  of  electric  power  fell  because  weather  conditions  were  not  as 
os  in  previous  weeks.  Steel,  crude-oil  refining,  and  coal  production  were  all 
ed,  auto  output  fell,  and  truck  and  lumber  output  and  rail-freight  traffic 
I.  Data  for  paper  and  paperboard  are  still  unavailable.  Before  calculation  of 
week  moving  average,  the  index  fell  to  190.3,  from  191.3. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc. 


1993  1993  1993  1994 

The  leading  index  fell  during  the  week  ended  Mar.  12,  although  the  latest 
week's  data  turned  mostly  positive.  Higher  stock  prices  and  faster  growth  rates  for 
real  estate  loans  and  M2  were  good  signs  for  the  economy.  On  the  negative  side 
were  higher  bond  yields  and  slightly  slower  growth  in  materials  prices.  Data  for 
large-business  failures  were  unavailable.  Before  calculation  of  the  four-week  moving 
average,  the  index  rose  to  232,  from  230.4  in  the  previous  week. 

Leading  index  copyright  1 994  by  Center  for  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 

1 

1  LEADING  INDICATORS 

Latest 

Week 

%  Change 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

week 

ago 

year  ago 

19)  thous.  of  net  tons 

1,854 

1,892# 

4.4 

STOCK  PRICES  (3/18)  S&P  500 

469.16 

466.04 

4.1 

1/19)  units 

138,087 

147,71 1r# 

15.7 

CORPORATE  BOND  YIELD,  Aaa  (3/18) 

7.46% 

7.44% 

-2.0 

3/19)  units 

112,297 

120,652r# 

7.0 

INDUSTRIAL  MATERIALS  PRICES  (3/18) 

97.4 

96.7 

-3.8 

POWER  (3/ 1 9)  millions  of  kilowatt-hours 

55,782 

56,932# 

-4.6 

BUSINESS  FAILURES  (3/11) 

NA 

349 

NA 

IL  REFINING  (3/19)  thous.  of  bbl./doy 

12,828 

12,935# 

-2.8 

REAL  ESTATE  LOANS  (3/9)  billions 

$416.1 

$414.2r 

1.8 

1 2)  thous.  of  net  tons 

20,929# 

21,259 

8.6 

MONEY  SUPPLY,  M2  (3/7)  billions 

$3,545.2 

$3,536.3r 

3.0 

ARC  (3/12) thous.  oftons 

NA# 

861.4r 

NA 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/5)  thous 

350 

314 

-3  0 

/l  2)  thous.  of  tons 


NA# 


839.0r 


NA 


(3/12)  millions  of  ft. 


499. 1# 


492.1 


00 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


IGHT  (3/12)  billions  of  ton-miles 


21.6# 


21.6 


4  3 


American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA2,  Association 
jn  Railroads 


MONTHLY  ECONOMIC  INDICATORS 


IIGN  EXCHANGE 


Latest 
week 


Week 
ago 


Year 
ago 


E  YEN  (3/23) 


106 


106 


1  16 


MARK  (3/23) 


1.69 


1  69 


1  64 


POUND  (3/23) 

1  49 

1  49 

1.49 

FRANC  (3/23) 

5.77 

5  75 

5.57 

IN  DOLLAR  (3/23) 

1.36 

1.36 

1  25 

RANC  (3/23) 

1.43 

1.43 

1.52 

1  PESO  (3/23)3 

3.335 

3.295 

3  108 

Major  New  York  banks.  Currencies  expressed  in  units  per  U.S. 
iressed  in  dollars 

dollar,  exce 

pt  for  British 

IS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

/23)  $/troy  oz. 

388  200 

385.500 

17.3 

RAP  (3/22)  #1  heavy,  $/ton 

139  50 

139.50 

28.6 

JFFS  (3/21)  index,  1967=100 

221.1 

222.7 

7  4 

(3/19)  C/lb 

96.0 

92.3 

-4.5 

JM  (3/19)  C/lb. 

62.0 

61.5 

17  0 

3/19)  #2  hard,  $/bu. 

3.64 

3.56 

-4.0 

(3/1 9)  strict  low  middling  11/16  in  ,  C/lb 

72.28 

73  02 

27.9 

London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
nsas  City  market,  Memphis  market 
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Latest 
month 

Month 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (Feb  )  annual  rate,  thous. 

1,309 

l,258r 

9.6 

CONSUMER  PRICE  INDEX  (Feb ) 

146  7 

146.3 

2.4 

REAL  GROSS  WEEKLY  PAY  (Feb ) 

$254  60 

$258  36r 

0.1 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Feb.)  millions 

-$41,633 

$15,613 

-13.6 

Sources:  Commerce  Dept.,  BLS,  Treasury  Dept. 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/7) 

$1,140.3 

$1,140  7r 

10.4 

BANKS'  BUSINESS  LOANS  (3/9) 

283.3 

284.3r 

-1.5 

FREE  RESERVES  (3/16) 

1,098 

l,103r 

-8.3 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/9) 

151.9 

154.5 

2.4 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

■  .'.MM  il.'.M               H  IIIlHIIIinMIML^H 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/22) 

3.44% 

3.25% 

2.93% 

PRIME  (3/23) 

6.00 

6  00 

6  00 

COMMERCIAL  PAPER  3-MONTH  (3/22) 

3.92 

3.85 

3.16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/23) 

3.78 

3  75 

3.1 1 

EURODOLLAR  3-MONTH  (3/18) 

3.75 

3.75 

3.13 

Sources:  Federal  Reserve,  First  Boston 


la  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=Not  available     r- revised     NM  =  Not  meaningful 
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The  Burning  Must  Stop. 
NOW! 


Th  e  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2"o  of  the  earth's  sur- 
face Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
t<  >rest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

VCmen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke  You'd  better  call  now. 


The  National 
Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AEA  Investors  106 
Aetna  83,  102 
Agouron  92 
Air  France  49 
AirTran  42 

Alba's  Garment  Works  40 
Alexander  &  Alexander  34 
AlliedSignal  36 
American  Express  34,  37 
American  Premier 
Underwriters  102 
Ameritech  100 
Amgen  92 
Ammirari  44 
Amway  42 
Amway  Asia  Pacific  84 
Anheuser-Busch  44 
Apple  Computer  43,  96 
Ardis  99 
Armco  106 
AST  Research  96 
AT&T  34,  99 
Aura  Systems  104 
AutoPacific  Group  54 
Avon  Products  42 

B 


Bank  of  Tokyo  18E4 
Banque  Indosuez  49 
Banyan  Systems  38 
Barclays  Bank  44 
Barclays  de  Zoete 
Wedd  54 
Baring  Securities  28 
Barrington  Capital  84 
BASF  95 
Bekins  42 

Bell  Atlantic  12,  96,  99 
BellSouth  44 
Benedetto,  Gartland  & 
Green  84 

Bethlehem  Steel  106 
BioCryst  84 
Biogen  92 

Birmingham  Steel  106,  108 
Borden  36 
Borland  38 
Boston  Chicken  84 
Budget  Rent-ACar  110 
Burger  King  44,  52 


C&J  Industries  57 
Canon  18E4,  96 
Caserta  Group  43 
Castle  Harlan  84 
Century  Products  44 
Chaparral  Steel  106 
Checkers  Drive-In  52 
Chemical  Bank  28 
China  Hualu  Electron  18E4 
China  Strategic 

Investment  18E4 
Chiron  92,  93 
Chrysler  54 
CIGNA  102 
CocoCola  36 
College  Bound  104 
Continental  Airlines  42 
Coors  (Adolph)  104 
Co-Steel  106 
Cryopharm  92 


Daewoo  Electronics  104 


Dalian  18E4 
Danish  Maid  Butter  8 
Davis  Polk  &  Wordwell  84 
Digital  Research  38 
Dillon  Read  84 
Dofasco  106 
Dow  Chemical  95 
Drake  Beam  Morin  34 
Dreyfus  89 


Economic  Associates  106 
Eli  Lilly  36 

Endgate  Technology  39 


Falcon  Cable  Systems  43 

Fendrich  Associates  104 

Fibreboard  42 

Fidelity  Investments  84,  90 

First  Bank  System  42 

First  Chicago  100 

Florida  Steel  106 

Ford  96,  106 

Francine  Browner  40 

Fujitsu  48 

G 


GE  36,  57 

Gemini  Consulting  54 

Genelabs  92 

General  Instrument  34 

Gerber  44 

Gilead  Sciences  92 

Gillette  42 

GM  16,  37,  54,  57,  100 

Goldman  Sachs  41 
Goodyear  36 
Great  American  102 
Groupe  Videotron  96 
GTE  99 

Guaranty  National  102 
Guess?  40 


Haines  Lundberg 
Waehler  8 

Heidrick  &  Struggles  34 
Hewlett-Packard  96 
Hitachi  18E4,  48 
Hoffmann-laRoche  93 
Honda  54 
Honeywell  50 
Huaneng  Raw 
Material  18E4 
Hughes  Aircraft  43 
Hylsa  106 


IBM  34,  96,  99 

ICN  Parmaceuricals  92 
Imperial  Chemical 

Industries  49 
Indian  Wells  Country  Club 

&  Hotel  6 

Inland  Steel  Industries  106 
Integon  102 
Intel  96 
IPSCO  106 

Israel  Equity  Research  & 
Management  104 
in  Hartford  102 


Kaufmann  Fund  84,  89 
Kawasaki  Heavy 

Industries  106 
KBL  Sports  Network  1 10 
Kemper  National  102 
Kendall  Square 

Research  104 
Kinship  Partners  II  39 
Kleinwort  Benson  54 
Kobe  Steel  106 
Kodak  34,  36 
Kom/Ferry  34 


JC.  Penney  40 
Jessica  McClintock  40 
Johnson  Smith  &  Knisely  34 


Lamalie  Amrop  34 
Lewin-VHI  28 
Liberty  Media  1 10 
Lotus  Development  38 
Lowy  Technologies  95 
LTV  106 

Lucas  Industries  49 
LXR  Biotechnology  95 
Lynch,  Jones  &  Ryan  89 

M 


Macy  (RH)44 
Magellan  39 
Matsushita  18E4 
Mazda  54 
McCaw  Cellular 
Communications  39,  99 
McDonald's  52 
McGraw-Hill  32 
MCI  99 

McKinley  Capital  84 
Mellon  110 
Merck  92 

Merrill  Lynch  34,  88,  89 
Merrill  Lynch  Europe  49 
Metropolitan  Life  44 
Microsoft  38,  39 
Minstar  42 
Mitsubishi  48 
MMS  International  32 
Montgomery  Securities  84 
Morgan  Stanley  96 
Morrison  Agency  52 
Motorola  96,  99 

N 


National  City 
Investments  103 
National  Steel  106 
NEC  48 
Nextel  99 
Nippon  106 
Nissan  54 
Nissho  Iwai  18E4 
NKK  106 

North  Star  Steel  106 
Northern  Business 

Information  99 
Northwest  Airlines  42,  84, 

88 

Novell  38 
Nucor  106,  108 


Ohbayashi  8 
Olivetti  49 
Onoda  Cement  18E4 
Oppenheimer  92 
Oregon  Steel  Mills  106 

P 


PaineWebber  93,  108 
Poradigm  Group  43 
Paramount 
Communications  44 
Patagonia  40 
Petronas  8 
Pfizer  18E4 
Philips  Electronics  49 


Playtex  84,  88 
Plaza  Hotel  84 
PNC  110 

PPG  Industries  34 
Price  Waterhouse  lO' 
Progressive  102 
Protein  Design  Labs  9 
Prudential  Securities  J 
Pyxis  104 

Q 


QVC  44 
R 


Rally's  Hamburgers 
RAM  Mobile  Data  9? 
Rinyou  48 
RJR  Nabisco  34,  36 
Royal  Group  102 
Royal  Kenfield  6 

s 


Saint-Gobain  49 
Salomon  Brothers  48, 
Sanyo  18E4 
SAP  49 
Saturn  16 
Schering-Plough  92 
SciClone 

Pharmaceuticals  92 
Scott  Paper  34 
Sears  18 
Seasons  of  My 

Heart  U4E9 
Security  Benefit  Grouf 
Sequent  Computer  9< 
S.G  Warburg  41 
Shiva  38 

Smith  Barney  48,  89 
SmitbKline  Beecham 
SMS  106 
Sony  18E4 
Spectrum  Information 
Technologies  43 
SpencerStuart  34 
Standard  &  Poor's  8^ 
Steel  Dynamics  106 
Sumitomo  48,  106 
Sun  Microsystems  38 


I 

:* 


Tambrands  34 
TCI  12 
Technomic  52 
Teledesic  39 
The  Gap  100 
Time  34 
Toshiba  18E4 
Toyota  54 
Travelers  44,  102 


UBS  Securities  108 
Upjohn  34 
USF&G  102 
USX  106,  108,  110 


Vermont  Teddy  Bear 
W 


Walt  Disney  42 
WEFA  Group  28 
Westinghouse  36,  11;* 
Wheat,  First  Securities^ 
Wheeling-Pittsburgh  b 
WordPerfect  38 
World  Class 
Processing  106 
Wyndmere  CreameryK 

Y 


Yankee  Group  99 
Z 


Zenith  Electronics  50 


: 


vestment  Figures  of  the  Wee 


1TARY 

here— but  it's  still  the 
'inter  in  the  financial  mar- 
rseas  bourses  performed 
id  the  U.  S.  equity  and 
kets  were  uninspired, 
i  outpaced  the  broad 
dexes.  There  was  some 
y  cheer  on  Mar.  22, 
Federal  Reserve  said  it 
ke  a  slight  boost  in  short- 
est rates.  The  Fed  move, 
s  not  as  severe  as  expect- 
>rarily  boosted  bond 
t  both  bonds  and  stocks 
3n  the  following  day. 


STOCKS 

Mar.      Sept.      Mar      Mar.  17-23 


BONDS 

Mar      Sept.      Mar.     Mar.  17-23 


THE  DOLLAR 

Mar.      Sept.      Mar.     Mar.  16-23 


52-week  change 
+4.6% 


52-week  change 
-2.0% 


  U35       70  I 

1 -week  change  52-week  change 

-1.0%  +1.1% 


1  -week  change 
+0.2% 


KET  ANALYSIS 


IOCS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

£S  INDUSTRIALS 
OMPANIES  (S&P  MidCap  Index) 
MPANIES  (Russell  2000) 
ANIES  (Russell  3000) 

3869.5 
183.4 
270.2 
272.4 

0.6 
0.2 
0.4 
-0.1 

12.3 
14.1 
20  1 

6.6 

90-DAY  TREASURY  BILL  YIELD 

OAVCAD  TDCACIIDV  DAUh  VICI  ft 

JU-TIAK  IKtAiUKY  BOND  YltLD 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

3.55% 
6.89% 
2.79% 
21.3 

3.60% 
6.81% 
2.74% 
21.3 

2.98% 
6.82% 
2.76% 
23  3 

M STOCKS 

Latest 

%  change  (1 
Week 

seal  currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

466.9 
47.6% 
0.36 
1.72 

466.4 
46. 1  % 
0.37 
1.82 

Positive 
Neutral 
Neutral 
Positive 

FINANCIAL  TIMES  100) 
IXKEI  INDEX) 
(TSE  COMPOSITE) 

3155.3 
19,962.1 
4609.9 

-2.7 
-3.5 
1.9 

10.3 
8.2 
27.9 

ISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

EERING  AND  CONSTRUCTION 

14.2 

31.3 

FLUOR 

15.8 

23.6 

53 

ITER  SYSTEMS 

10  1 

5.8 

TANDEM  COMPUTERS 

17.9 

20  2 

155/e 

CHAINS 

10.0 

7  0 

AMERICAN  STORES 

18.0 

29  7 

54 

9.9 

-15  5 

NIKE 

13.4 

-23.8 

58  Vt 

E  TIME 

8.8 

28.7 

BRUNSWICK 

17.5 

50.4 

23  Vs 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

CO 

-9.2 

-16.3 

PHILIP  MORRIS 

-9.9 

-18.7 

52 14 

ES 

-8.7 

-3.5 

USAIR  GROUP 

-30.6 

-49.6 

8V2 

>  AND  MOTELS 

-7.6 

56.8 

PROMUS 

-14.4 

88  9 

433A 

NG  MATERIALS 

-7.3 

-3.7 

SHERWIN-WILLIAMS 

-8.6 

-1.9 

32 

INE  INSURERS 

-7.1 

-1.0 

AETNA  LIFE  &  CASUALTY 

-10.4 

17.8 

57 

UAL  FUNDS 


total  return 


r  STRATEGIES 

Y  SELECT  COMPUTERS 

Y  SELECT  ELECTRONICS 

otol  return 


12.3 
10.0 
9  5 


.TON  STRATEGIC  INVESTMENTS  1 1 3  2 
T  SMALLER  COMPANIES  77  4 

)  SERVICES  WORLD  GOLD  74 .3 


LAGGARDS 
Four-week  total  return 


FIDELITY  LATIN  AMERICA  -13  0 

EV  TRADITIONAL  GREATER  CHINA  GROWTH  -12  4 
WRIGHT  EQUIFUND  HONG  KONG  NATL.  FID.  EQ.  -12  2 


52-week  total  return 


STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -211 
PILGRIM  CORPORATE  UTILITIES  -18  4 

FORUM  INVESTORS  STOCK  -15  5 


HRal  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 

I  J    Averoge  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


mounts 

it  the  present 

$10,000 

one  year  ago 
>ortfolio 

ges  indicate 
total  returns 


Foreign  stocks 
$12,694 

-1.89% 


Gold 
$11,700 

+0.53% 


Hi 


Treasury  bonds 
$10,780 

+0.49% 


U.S. stocks 
$10,751 

+0.38% 


DRI/McGRAW-HILL 


llll 


Money  market  fund 
$10,205 

+0.04% 


this  page  are  as  of  marker  close  Wednesday,  Mar.  23,  1994,  unless  otherwis' 
>ops  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  r 


indicated, 
arket  close 


Mar.  22  Mutual  fund  returns  are  as  of  Mar  18  Relative  portfolios  are  valued  as  of  Mar.  22  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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PLAY  FAIR  IN  THE  IPO  MARKET 

M/k   merica's  IPO  market  is  the  envy  of  the  world.  Last 
JV^k  year,  hundreds  of  entrepreneurs  and  small  compa- 
^^^^nies  raised  $57.5  billion  in  new  capital  through  initial 
public  offerings,  generating  economic  growth  and  jobs. 

But  while  the  IPO  market  is  great  at  generating  capital, 
that  doesn't  mean  it  is  fair,  especially  to  small  investors.  Sure, 
people  are  free  to  invest  in  small-capitalization  mutual  funds 
that  do  a  lot  of  IPO  buying.  Many  do.  Yet  when  it  comes  to 
the  really  "hot"  deals,  where  big  money  is  made  fast,  the  lit- 
tle people  don't  stand  much  of  a  chance.  They  have  a  hard 
time  getting  into  the  IPO  game.  Worse,  when  they  can  actu- 
ally buy  stock,  small  investors  tend  to  get  stuck  in  dicier 
deals  and  discouraged  from  bailing  out  as  prices  weaken. 

A  two-month  BUSINESS  week  investigation  shows  that  the 
IPO  market  is  heavily  skewed  toward  institutional  players  and 
against  the  individual  (page  84).  Whether  it's  in  allocation  of 
stock,  reporting  of  important  company  information,  or  sim- 
ply trading,  the  average  investor  is  put  at  a  severe  disad- 
vantage, while  the  institutions  make  a  killing. 

Take  allocation.  Wall  Street  syndicate  managers  say  insti- 
tutions, such  as  mutual  funds  and  pension  funds,  get  to  buy 
80%  of  the  really  sizzling  IPO  deals.  An  additional  5%  to  10% 
of  the  stock  is  used  by  the  corporate  issuer  to  repay  favors 
to  vendors,  employees,  and  big  customers.  The  rest  is  par- 
celed out  to  brokers.  The  little  guy?  Forget  it. 

Access  to  information  is  even  more  skewed.  The  individ- 
ual investor  has  to  make  do  with  a  dry  IPO  prospectus  with 
very  few  real  numbers.  The  big  guys  get  invited  to  private 
"road  shows"  promoting  the  offering  where  management  talks 
about  the  deal  and  future  earnings.  Small  investors  are  cor- 
dially disinvited.  So  is  the  press. 

The  most  egregious  offense  is  in  trading.  When  underwrit- 

ers  worry  that  an  IPO  deal  might  be  a  stinker,  they  m 
sure  that  a  much  higher  percentage  of  the  stock  is  offej 
to  individuals.  People  tend  to  hold  equities  and  not  trade  th 
thus  propping  up  the  price.  But  brokerage  firms  go  one  s 
further  and  actively  discourage  selling  of  the  IPO  stock  thro 
the  "syndicate  penalty  bid."  Brokers  whose  customers  sel 
"flip"  their  IPO  stock  quickly  risk  having  their  commiss: 
taken  away.  That  gives  them  a  strong  incentive  to  talk  t 
clients  into  holding  their  stock.  These  "penalty"  bids  ar< 
applied  to  large  institutions  that  decide  to  sell. 

What  to  do?  The  IPO  market  is  a  marvel  at  capitalkj 
young  companies.  The  last  thing  the  country  needs  is  i 
regulation  choking  off  this  engine  of  growth.  But  a  good  c 
of  sunshine  would  go  a  long  way  toward  making  the  IPO  r 
ket  fairer— and,  indeed,  more  efficient  in  the  long  run. 

First,  give  everyone,  individuals  and  institutions  alike 
much  information  as  possible.  So  open  up  the  road  she 
Let  in  the  people,  let  in  the  press.  Heck,  let  in  the  came 
and  put  it  on  cable  TV.  Call  it,  (what  else?)  "Road  Show 

Second,  end  penalty  bids.  This  is  simply  an  outrageous  i 
cept  that  pits  the  self-interest  of  the  broker  against  the  : 
interest  of  the  small  investor.  People  should  want  to  hok 
to  their  stocks  solely  because  of  long-term  value. 

Third,  increase  access  to  all  IPO  deals  for  individuals, 
study  shows  that  90%  of  the  returns  in  common  stock  oil 
ings  are  earned  on  the  first  day.  Let  small  investors  as  ■ 
as  big  investors  enjoy  that  kind  of  "risk." 

None  of  these  changes  requires  Arthur  Levitt  Jr.  at 
Securities  &  Exchange  Commission  to  pass  a  single  new  :| 
ulation.  The  Securities  Industry  Assn.  can  police  its  i« 
members.  It's  past  time  to  end  the  sucker  game  in  IPOssi 
the  individual  investor. 

THE  DANGERS  OF  BEING  TOO  LEAN 

■9|h<-  headhunters  arc  whooping  it  up.  Not  since  the  glo- 
Hry  days  of  the  late  Seventies  and  early  Eighties  has 
1  business  been  so  good.  After  years  of  downsizing  and 
reengineering,  corporations  are  scrambling  to  replenish  their 
managerial  ranks.  Managers  are  getting  hired  again. 

That's  the  good  news.  The  bad  news  is  that  the  rush  to 
headhunters  for  help  is  symptomatic  of  a  deeper  hollowing 
out.  Many  companies  not  only  lack  management  depth  they 
have  also  gutted  their  human  resources,  information  man- 
agement, and  design  capacities  as  well. 

As  companies  strive  to  cut  costs  and  be  more  globally  com- 
petitive, they  are  increasingly  outsourcing  key  functions. 
Take  product  development.  Dozens  of  companies,  from  med- 
ical electronics  to  consumer  products,  are  turning  to  one-stop 
shops  that  invent  the  concept,  design  the  item,  tool  it,  ar- 
range manufacturing  overseas,  and  line  up  distribution. 
Sounds  great,  except  that  all  the  knowledge  remains  outside 

the  parent.  Companies  can  get  divorced  from  key  marl 
and  trends. 

It  can  get  worse  with  data.  A  growing  number  of  ser 
and  high-tech  companies  are  turning  over  all  their  data  n 
agement  to  outside  concerns.  Again,  the  savings  they  i 
ize  can  be  tremendous,  but  the  loss  of  control  may  turn 
to  be  painful.  In  the  Information  Age,  information  is  i 
product.  Slicing  and  dicing  and  generally  rearranging  the  ■ 
flow  of  a  corporation  can  often  lead  to  new  lines  of  busii 
that  meet  unexpected  consumer  demands. 

Just-in-time  management,  just-in-time  product  devel 

ment,  and  just-in-time  data  management  all  sound  cutt 

edge  correct.  But  quick  fixes  have  their  price.  Now  is  a  £8 

time  for  corporations  to  rebuild  their  muscle.  Econcii 

growth  is  steady,  and  inflation  is  under  control.  Being  <n 

petitive  means  more  than  just  being  cheaper.  It  meanso 

ing  smarter  and  better. 
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"If  you  want  to  grow  old  as  a  pilot,  youVe  got  to  know 
when  to  push  it,  and  when  to  back  off."  v^r 


Throughout  his  remarkable  career, 
Chuck  Yeager  has  shown  an  uncanny 
talent  for  what  pilots  call  "pushing  the 
edge  of  the  envelope."  At  21,  only  three 
years  after  boarding  his  first  plane, 
Yeager  was  leading  a  squadron  of  fighter 
pilots  in  World  War  II.  And  at  the  age 
of  24,  he  became  the  first  person  to  fly 
faster  than  the  speed  of  sound. 

Attempting  such  dangerous  feats 
is  one  thing.  Living  to  describe  them 
to  your  grandchildren  is  another.  Dis- 
playing the  enormous  courage,  skill 
and  cool  judgment  needed  to  do  both 
has  made  General  Chuck  Yeager  an 
authentic  American  hero. 

Although  retired  from  the 
military,  Yeager  remains  a  man 
on  the  move.  He's  an  avid 
sportsman  with  a  lifelong 


love  of  the  outdoors,  a  lecturer  and  a 
consulting  test  pilot  who  still  loves  to  fly. 
"Maybe  I  don't  jump  off  15-foot  fences 
anymore,"  said  Yeager,  "but  I  can  still 
pull  8  or  9  G's  in  a  high-performance 
aircraft."  And  in  all  his  exploits,  Yeager 
depends  on  a  rugged  and  reliable  time- 
piece. "I  wore  a  Rolex  40  years  ago  when 
I  broke  the  sound  barrier  and  I  still  do 
today,"  says  Yeager  matter- of- factly. 
"A  pilot  has  to  believe  in  AUr 
his  equipment.  That's  why  VS! 
I  wear  a  Rolex."  ROLEX 


Rolex  Oyster  Perpetual  GMT-  Master  II  Date  Chronometer  in  stainless  steel  and  18bt  gold  with  matching  jubilee  bracelet 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc  .  Dept  267,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y  10022  5383 

Rolex,  #,  Oyster  Perpetual,  GMT-  Master  II  and  jubilee  are  trademarks 


OUR  FINANCIAL  SKILLS  HELPED  ONE  GOLD  MINING  COMPAN 
FIND  THE  LIGHT  AT  THE  END  OF  THE  TUNNEL.  The AIG  Companies  serce  onef 
the  world's  most  success  ful  gold  mining  companies  with  excess  casually  and  direciors  and  officers  insurance.  Bui  when  management  s& 
they  needed  proieciion  against  Jailing  gold  prices  and  rising  dieselfuel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  of-} 
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Why  the  worlds  most  success! 
their  key  strategic  weapon. 


A. 


.s  companies  find  themselves  fighting  for  their  very  existence,  every 
significant  advantage  becomes  a  closely  guarded  secret.  Especially 
when  it  comes  to  accurate  market  insights.  Perhaps  this  is  why 
very  few  companies  are  willing  to  reveal  the  nature  of  their 
business  partnership  with  Metaphor.  How  they 
transform  huge,  shapeless  databases  into 
actionable  knowledge.  Because  these 
days,  how  a  company  capitalizes 
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s  information  base  can  make  the  difference  between  flat  quarters  and  fat  profits.  No  wonder  Metaphor 
ns  have  become  an  integral  part  of  company  arsenals  For  more  than  ten  years,  Metaphor  has  been  creating 
hat  sharpen  the  working  style  of  individual  companies,  uniting  all  members  of  the  decision  making  team  no 
lere  they  are.  With  Metaphor  as  the  common  denominator,  everyone  shares  information,  ideas,  analysis  and 
'es.  The  result:  more  accurate  and  effective  decisions.  Just  how  companies  use  Metaphor  as  a  strategic  weapon 
llions  to  their  bottom  line,  grow  sales,  slash  costs  and  stay  ahead  of  the  com- 

;  their  secret.  And  it  could  become  yours.  Just  call  1-800-346-3824,  Ext.  1 1 1  ^^^^ 

send  you  a  free  overview  of  our  approach  to  decision  support  solutions.  METAPHOR 


^  is  a  registered  trademark  of  Metaphor  Inc.    All  rights  reserved      ©1994  Metaphor  Inc 
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TALK  SHOW 

//'  litis  is  a  creeping  correction,  I'd  hate  to  see  a 
loping  one. 

—Richard  Hoey,  Dreyfus  chief  economist,  after  the  stock  mar 
swoons 
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AFTERLIVES 


WHEELER-DEALERS 


THE  VULTURE  INVESTORS 
CIRCLING  NEW  VALLEY 


On  the  surface,  it's  an- 
other bankruptcy  battle 
between  Carl  Icahn  and  Leon 
Black.  This  time,  the  two  vul- 
ture investors  are  fighting 
over  who  will  control  New 
Valley— the  former  Western 
Union— when  it  emerges  from 
Chapter  11.  As  the  biggest 
bondholder's,  Icahn  and  Black 
have  a  major  say  in  the  Para- 
mus  (N.J.)  outfit's  fate. 


AT  ODDS:  Icahn  may  settle  for 
cash,  kiting  Black  win  the  tussle 


Yet  all  indications  are  that 
Icahn  will  happily  lose  this 
fight  and  settle  for  a  lush 
payout  of  securities  or  cash. 
That's  what  happened  in  pre- 
vious tussles  over  ivii,  Gillette 
Holdings,  and  Interco.  Wall 
Street  analysts  say  Icahn's 
takeover  moves  are  just  ma- 
neuvers to  get  a  better  price. 
In    the   New   Valley  deal. 


Icahn,  who  bought  company 
junk  bonds  for  40<l'  on  the  dol- 
lar, stands  to  settle  for  100<f 
under  a  post  bankruptcy  plan, 
for  a  $50.4  million  profit.  Nei- 
ther Icahn  nor  Black  would 
comment  publicly. 

New  Valley,  now  a  money- 
transfer  outfit,  ran  into  trou- 
ble with  debt  from  a  11)87 
takeover  by  financier  Bennett 
LeBow.  Qnce  Chapter  11 
lightens  its  debt  burden,  it 
should  do  nicely:  New  Valley 
turned  a  $36  million  profit  in 
199:3.  Assuming  Black  wins, 
he  would  hold  a  38%  stake. 

In  previous  deals,  Black  al- 
ways had  a  leg  up.  He  com- 
manded the  most  senior- 
ranked  debt,  bought  from 
failed  insurer  First  Executive. 
That  packs  the  most  weight 
in  court,  and  Black  converted 
it  to  a  controlling  stock  inter- 
est. This  time,  Icahn  has  the 
seeming  advantage  of  holding 
the  biggest  debt  position  ($84 
million  face  value).  But  that 
likely  will  melt  away  because 
Black  ($48  million),  in  alliance 
with  LeBow,  wants  to  legally 
destroy  Icahn's  clout  by  pay- 
ing him  the  100%— fully  paid 
creditors  can't  vote  for  a  re- 
structuring plan.  Sources  close 
to  Icahn  say  he  may  fold  soon, 
giving  support  to  Black  or  to 
Bruce  Waterfall,  another  com- 
petitor for  the  company.  □ 


A  TAKEOVER  ARTIST'S 
SMALLER  CANVAS 


Legendary  conglomerateur 
Harold  Geneen,  84,  is  still 
dealmaking  after  all  these 
years.  It's  a  habit  he  picked 
up  during  his  18-year  stint  as 


geneen:  From  ITT  In  envelope-stuff  en 


chief  executive  of  ITT,  where 
he  bought,  merged,  and  ac- 
quired 350  companies  until  his 
1977  departure.  He  won't 
comment,  on  current  CEO 
Rand  Araskog's  policy  to  take 


apart  what  he  create<  B 
the  workaholic  Geneerpri 
puts  in  10-hour  days  at 
fice  in  New  York's  W;  o: 
Astoria  Hotel,  is  busy 
new  role  as  chairma: 
public  corporation  yet 
That's  Gunther  Inte 
al,  which  makes  ma< 
that  print,  sort,  stapl 
stuff  large  doci 
such  as  ins 
policies  into 
lopes.  And  G 
in  which  he  ci 
partner  boug 
40%  stake  two  ?a 
ago,  will  be  ajfjli. 
lenge.  It  lost  >'. 
million  on  $4.9  :  ii 
in  sales  for  thi  iii 
months  ended  D* 
31.  So  as  part  ft 
plan  to  turn 
the  Norwich 
company  by  e> 
ing  its  market,  Geneen 
ly  raised  $5.7  million  in| 
capital  via  a  public  of 
Since  he  left  ITT,  Geneeij 
he  has  done  some  16 
leveraged  deals.  John 


LITIGATOR-AID 


THE  LESSONS  OF  200  000  LAWSUITS 


Asbestos  has  taught  a  com- 
pany named  Keene  some- 
thing about  litigation  night- 
mares. And  for  a  price,  Keene 
will  share  its  wisdom  with  the 
rest  of  the  corporate  world. 


\  I.  I  I"  Y 


DRUG-COMPANY  BASHERS  SAY  Phor 

maceutical  companies  are  gouging  a  vulnerable 
public.  Ranging  from  the  White  House  to  Con- 
gress, they  compare  wholesale 
drug  prices  (up  3.1%  last  year) 
with  producer  prices  (up  just 


0.2%).  Senator  David  Pryor  (D-Ark.),  a  veteran 
industry  critic,  figures  that  means  drug  inflation 
was  running  at  15.5  times  the  true  inflation 
rate.  The  message  is  we  need 
"meaningful  restraints"  (read:  price 
controls)  on  drugs. 


fJV  REALITY,  drugmakers' 
fat  days  are  over.  From  1980 
to  1991,  they  indeed  boosted  pric- 
es at  the  consumer  level  by  more 
than  9%  annually  nine  times.  But  last 
year,  drug  prices  at  the  consumer  level  rose 
3.3%,  only  a  bit  more  than  the  2.7%  hike  in  the 
consumer  price  index— the  best  yardstick  for 


costs  to  the  public.  Washing- 
ton pressure  only  partly  ex- 
plains this.  More  impor- 
tant, big  managed-care 
buyers  of  drugs  pit  compet- 
ing medicines  against  each  other,  forcing  dis- 
counts. And  new,  budget-price  copycat  medi- 
cines lower  the  markup  more.  Joseph  Weber 


Peregrine  Solutions,  Kjiv 
new  venture,  claims  toafi 
the  answer  to  containife 
gal  costs  from  huge  o. 
claims.  The  source  of  ile 
pertise?  After  battling  i)tai 
200,000  asoestos  ease|a 
spending  as  much  as  S3  i 
lion  monthly  on  legal  ftt, 
December,  Keene  succij) 
to  bankruptcy,  the  18th 
tos  defendant  to  do  so. 

The    idea  behind 
egrine— named  after  th(| 
est-f lying  bird  of  prey, 
once  faced  extinction— is  I 
time    limits    and  pai 
charges  for  98  differeir; 
pects  of  litigation.  Exam 
Keene  was  once  bille 
hours  to  answer  a  stale 
plaintiff's  complaint— to(jt) 
for  the  jol).  It  got  thatB\ 
to  less  than  a  half  houj  t 
this,  says  Keene,  cut  $6|rr 
lion  off  its  tab  over  th<|£ 
three  years.  Linda  Himm 


4  BUSINESS  WEEK/APRIL  11,  1994 


INTRODUCING  THE  CARD  THAT 
LETS  YOU  EARN  FREE  GASOLINE. 
WHAT'S  THE  CATCH?  YOU  HAVE 
TO  BUY  STUFF.  Which  should  not 

be  all  that  hard  to  do,  since  no 


card  on  the  planet  is  more 
accepted  than  MasterCard  and 
no  gasoline  on  the  planet  is  used 


more  than  Shell.  Wx^m^ 

BANK 


To  apply,  call  us:  || 


1-800-FREE  GAS. 


n  j -emits 


Earn  up  to  $70  or  more  per  year  in  rebates  toward  Shell  gasoline  using  the  Shell  MasterCard  Rebates  automatically  applied  to  monthly  statement  No  annual 
fee  it  you  apply  by  April  30, 1994,  and  make  six  purchases  per  year  See  Rebate  Terms  and  Conditions  for  full  details  Void  where  prohibited  by  law  Gasoline 
rebates  not  redeemable  in  New  Jersey.  The  variable  APR  is  16.4%.  There  is  a  $20  annual  lee  if  imposed,  and  a  minimum  50c  finance  charge  for  purchases  if  a 
finance  charge  is  imposed.  There  is  a  2%  cash  advance  fee,  not  less  than  $1  nor  more  than  $10  This  information  is  accurate  as  of  March,  1994,  the  date  of  printing. 


IPO  TURKEY  OF  THE  MONTH 

NOT  GETTING 
THE  RED  OUT 


B 


MAY  11,  '93 


iotech  investing  is  always 
a  perilous  undertaking, 
especially  with  talk  of  drug- 
price  controls  in  the  air.  Hut 
despite  the  baleful 
climate  on  Wall 
Street,  a  Woburn 
(Mass.)  outfit  called 
Telor  Ophthalmic 
Pharmaceuticals  ped- 
dled stock  anyway 
last  spring,  reason- 
ing that  its  eye-treat- 
ment products  were 
pretty  hot  stuff.  Like 
most  biotech  pio- 
neers, Telor  had  no 
products  on  the  market  and 
was  losing  money.  But  it.  felt 
that  the  $20  million  from  an 
initial  public  offering  was  nec- 
essary to  see  its  products 


DAIA  BRIDGE 
INFORMATION 
SYSTEMS  INC 


through  federal  clinical  test- 
ing. Explains  Dr.  Stephen 
Riggi,  the  CEO:  "We  were  far- 
ther along  than  most  compa- 
nies who  decide  to  go  into  the 
marketplace." 

So  Telor  went  public  at  8 
per  share  last  May.  Then  the 
price  started  to  sag.  Matters 
worsened  in  December,  when 
a  glaucoma-fighting  drug 
called  Tekron  turned  out  in 
tests  to  irritate  the 
eye.  The  stock  hit 
bottom  at  3.  While  it 
has  inched  back 
some  since,  the  lat- 
est closing  was  just 
4%  (chart).  The  per- 
formance, Riggi  says, 
is  "frustrating." 

What  lies  ahead 
for  Telor,  which  lost 
24<f  a  share  in  the 
quarter  ending  in 
December?  Riggi  hopes  to 
have  a  federally  acceptable 
Tekron  and  Xarano,  a  drug 
administered  after  eye  sur- 
gery, for  sale  by  1995.  □ 


TELOR 
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SHOWBIZ 


CURTAINS  FOR  HOMICIDE  IN  BALTIMORE? 


ON  THE  STREETS 


ew  York,  San  Francisco, 
Pittsburgh.  They've  all 
been  settings  for  cop  shows. 
But  Baltimore  has  been  ne- 
glected, and  native  son  Barry 
Levinson's  experience  may 
show  why. 

The  director  of  I  finer,  Ava- 
lon,  and  other  movies  set  in 
Baltimore  has  a  critical— if  not 
yet  ratings— hit  with  his  grit- 
ty TV  cop  series  Homicide: 
Life  on  the  Streets.  Boasting 


an  offbeat  cast  that  includes 
comic  Richard  Belzer  and  vet- 
eran character  actor  Ned 
Beatty,  the  show's  13  episodes 
before  its  recent  hiatus  were 
long  on  local  color— crab 
feasts,  cobblestones.  While 
NBC  appears  ready  to  renew 
it,  though,  Homicide  might  no 
longer  be  shot  in  Baltimore. 

NBC  prefers  that  the  show 
be  made  on  a  Los  Angeles 
back  lot,  says  Levinson's  co- 
executive  producer,  Tom  Fon- 
tana.  It's  unclear  whether 
shooting  would  be  cheaper  in 
L.  A.,  but  the  series  would  lie 
under  top  executives'  scrutiny 
there.  The  network  won't 
comment,  except  to  say  ne- 
gotiations are  continuing. 

There's  an  added  problem: 
Some  20  Baltimore  homicide 
detective's  recently  wrote  a 
letter  of  protest  to  the  show's 
producers.  They  objected,  for 
instance,  to  an  episode  where 
police  cover  up  a  mercy  kill- 
ing. Fontana  says  this  may 
give  Hollywood  types  more 
ammunition  to  stop  filming  on 
location.  Roy  Furchgott 


DRAWN  AND  QUARTERED 


Green-spin: 


APRIL  FOOLS 


TALK  ABOUT 
FALSE  ADVERTISING 


ABLE 
AND 


Finally— you  can  drink 
scotch  without  getting  a 
hangover.  In  fact,  30  minutes 
later,  you're  sober.  That's 
what  the  ads  for  Cape 
Town  scotch  promise. 
Seems  the  South  Af- 
rican booze  has  the 
miracle-working  en- 
zyme "Retrohol." 

Too  bad  it's  all  a 
hoax— an  April  Fool's 
joke  by  Hoffman  York 
&  Compton,  a  Milwau- 
kee ad  agency  hoping 
to  impress  potential 
clients  with  its  crea- 
tive prowess.  The  firm  deliv- 
ered glossy,  four-color  ad 
mock-ups  to  liquor  distrib- 
utors around  the  country— and 


planned  to  fax  them  theft 
truth  on  Apr.  1. 

It  isn't  the  first  such  I 
In  1990,  after  getting  M 
over  for  a  car  account,  m 
carmakers  ads  for  ArgeJj 
"five-wheel-drive  Cabalffl 
1991,  sporting-goods  exelj 
ads  for  hook-  and  slicera 


N2W,  YOU'LL  Bl 
TO  EMBARASS  YOURS 
APOLOGISE,  All  in 
SAME  NIGHT. 


PRANK  PITCH:  /■'mini/,  no  new  client 


"gyroscopic  Aero  golf 
Trouble  is,  the  tricks  hi 
led  to  any  new  car  or 
ing-goods  accounts. 


THE  BIG  PICTURE 


THEY  MIGHT  MAKE 
HOUSE  CALLS,  TOO 


I  6 
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U.S.  MEDICAL 
,  SCHOOL  GRADS 
V  ENTERING  FAMILY 

PRACTICE 
0  RESIDENCIES 

▲  THOUSANDS 


DAIA  ASSOCIATION  OF  AMERICAN 
MEDICAL  COLLEGES,  NATIONAL 
RESIDENT  MATCHING  PROGRAM 


More  than  14%  ofl 
year's  medical  stuc| 
chose  to  enter  fami 
practice  residencie 
up  from  1  2%  last  yl 
Why?  The  ongoing: 
national  debate  abklt 
health  care  has  emic 
sized  primary  med 
and  the  shift  to  HM 
programs  by  businse 
means  more  demailf 
general  practitione,. 


1 


: 
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FOOTNOTES 


Number  of  software  companies  formed  in  the  U.S.  in  1980-84:  2,026.  In  1985-89:  1,131.  In  1990-93:  238 
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For  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


ince  1987,  when  Canon  introduced 
'  the  world's  first  Color  Laser 
>pier,  our  copiers  have  made  a 
lopping  one  billion,  two  hundred 
illion  color  copies. 

It's  no  wonder  Canon  has  been 

e  unsurpassed  leader  in  color  copiers     —  _J 

r  six  consecutive  years,  with  equally  unsurpassed  color  quality. 

Today,  Canon  makes  the  most  technologically  sophisticated 
•lor  copiers  available,  including  copiers  that  can  even  connect  to 


1^5  Official  Copier  of 
^  WorldCupUSbM 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing:  rj^j 
1-800-OK- 
CANON.  We'll 
immediately 
rush  you  a  free 


Color  Solutions  guide. 


Canon 


Presenting  the  all-new  Mitsubishi  Galan 
Filled  with  your  favorite  things. 


What  makes  you  fall  in  love  with  the  new 
Galant?  Meaningful  luxury. 

Those  significant  engineering  advances 
and  thoughtful  details  which  become  your 
favorite  things  about  this  all-new  automobile. 


Big  things.  Like  the  smooth  ride  and  polished 
handling  of  a  sophisticated  four-wheel  multi-link 
suspension.  The  smooth,  confident  power  of  a 
141- horsepower  engine.  The  intelligent  shifting 
of  a  Fuzzy  Logic  transmission. 

Little  things.  Like  the  convenience  of  two 
cup  holders  instead  of  one.  Ingenious  storage 


areas  in  the  doors  and  under  the  armrest. 
A  rear  seat  that  folds  down  completely'  so 
a  trip  to  the  local  lumber  yard  doesn 't  mean 
borrowing  a  truck. 

Vital  things,  like  standard  dual  air  bags  J 
Highly  protective  things,  like  impact-absorbing 
crumple  zones  front  and  rear.  Highly  re- 
assuring things,  like  tubular  steel  side-guard 
door  beams.  And  beautiful  things.  Like  the 
very  shape  of  the  new  Galant.  With  a  durable, 
lustrous  DIAMOND  COAVmf  finish  to  help 
protect  that  beautiful  shape. 

Give  a  car  enough  of  these  "favorite  things" 
and  it  becomes  a  favorite  place  to  be. 

The  all-new  Mitsubishi  Galant.  Starting  at 
$13,600! '  (One  more  favorite  thing.)  Call 
1-800-55MITSU  for  the  Mitsubishi  Motors 
Dealer  nearest  you. 

A  MITSUBISHI 

iHil  The  New  Thinking  in  Automobiles™ 


*  Standard  on  ES.  LS  and  GS  models.  Not  available  on  S  model.  tAir  bags  designed  to  supplement  safety  belts.  1 1  DIAMOND  COAT  is  a  trademark  of  PPG 
Industries.  Inc.  *  *MSRP  for  Galant  S  [Galant  LS  shown.  MSRP  of  $19,420).  Excluding  taxes,  title,  license,  registration  fee.  freight,  dealer  options,  and 
charges.  Prices  may  vary,  actual  price  set  by  dealers. 
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CANADIAN  HEALTH  CARE: 

MIRACLE  CURE  OR  POISON?  

According  to  "Whither  a  health-care 
solution?  Oh,  Canada"  (Social  Is- 
sues, Mar.  21),  the  advocacy  of  a  Cana- 
dian-style health-care  system  makes  me 
shudder— and  I'm  a  Canadian.  I  left 
Canada  three  years  ago  because  of  the 
inherent  nature  of  an  enforced  egalitar- 
ian system  that  rewarded  quantity  of 
service  but  not  quality.  Unimpeded  ac- 
cess by  the  consumer,  combined  with  a 
lack  of  accountability  for  volume  of  ser- 
vice by  the  provider,  inevitably  elevates 
costs  and  leads  to  rationing  of  care  by 
the  sole  source  of  reimbursement,  the 
government.  The  concept  of  physician 
autonomy  in  such  a  system  is  short- 
lived. Do  you  want  the  individuals  who 
brought  you  the  Postal  Service,  the  Pen- 
tagon, and  Congress  applying  the  same 
efficiencies  to  your  health-care  system? 

Dr.  Malcolm  G.  Munro 
Associate  Professor 
UCLA  School  of  Medicine 
Los  Angeles 

■  absolutely  concur  with  your  account 
I  of  the  Canadian  health-care  system. 
As  an  American  citizen  who  lived  in 
Quebec  for  two  years,  I  was  struck  by 
the  ease  of  access  and  quality  of  care. 
And  though  pundits  predict  that  easy 
access  to  medical  treatment  will  increase 
demand  for  treatment,  I  would  suggest 
that,  if  true,  such  an  outcome  would  be 
akin  to  that  which  many  health  mainte- 
nance organizations  strive  for:  frequent 
preventive  care  to  minimize  expensive 
critical  care  down  the  road.  My  Canadian 
friends'  devotion  to  their  system  was 
also  striking:  They  uniformly  reacted 
with  frustration,  and  even  anger,  to  the 
negative  accounts  appearing  in  the  U.  S. 
media. 

Robert  L.  Rothery 
Arlington,  Mass. 

Your  article  suggesting  that  a  Cana- 
dian-style single-payer  system  may 
be  a  viable  solution  to  health-system  re- 
form in  the  U.  S.  is  right  on  the  money. 

Dr.  Leon  Reinstein 
Baltimore 


CORRECTIONS  &  CLARIHCATHB 

The  headlines  with  "He's  no  m 
satellite-gazer"  (Top  of  the  NewslTi 
4),  incorrectly  stated  that  Miofe 
Corp.  is  backing  Teledesic  Corr  I 
crosoft  CEO  William  H.  Gates  fl 
invested  his  own  money,  noljfri 
company's. 

"Infertility:  What  you  should  I 
(Personal  Business,  Mar.  14)  s 
not  have  quoted  Dr.  Alan  Zucke 
of  Emory  University  as  saying 
the  treatment  for  infertile  men 
varicoceles  should  be  immediate. 


SCULLEY  WASNT  THE  ONLY  ONE 
TAKEN  IN  BY  SPECTRUM  | 

In  reference  to  your  article 
the  scandal  at  Spectrum"  (Th( 
poration,  Mar.  21),  as  the  former 
man  and  CEO  of  a  small  public  coi 
that  turned  to  the  Caserta  Groi 
assistance,  I  would  say  that  Peter 
ta  and  his  associates  are  not  onl; 
orful"  but  manipulative.  They  pro 
but  did  not  perform.  In  our  case,  h 
out  a  possible  merger  or  acquisiti 
Spectrum  kept  our  interest. 

In  a  sense,  some  of  us  are  pi 
that  John  Sculley  was  taken  in  by 
ta.  This  has  helped  to  vindicate  th 
us  who  did  not  have  access  to  th( 
diligence  resources  available  to  S 
when  we  dealt  with  the  "Caserta  ( 
Frank  T.  Co  J 
Ph 


ON  PAPER,  THE  OLYMPICS 

IS  CASH-HEAVY  I 

The  chart  accompanying  "Atlanta 
feeling  Olympic"  (Top  of  the  M 
Mar.  14.)  showed  that  the  Atlanta! 
mittee  for  the  Olympic  Games! 
raised  only  $109.7  million  by  the  d| 
1993.  That  number  was  a  surpri! 
NBC,  with  whom  the  committee  ha| 
gotiated  a  record  $456  million  for! 
television  rights.  It  was  also  a  sum 
to  the  17  sponsoring  companies! 
have  announced  commitments  of! 
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Wouldn't  it  be  nice 
if  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


million  pounds  of  chemical 


pollutants  for  recycling. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Cal 


1-800-62-M321, 


ft 

RESPONSIBLE  CARE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


UP 

42.48% 

Total  Return 
12/31/91-12/31/93 


^»  Transfer 
^  Your  IRA!  ^ 

Call  for  ^ 
^  Details. 


18.59% 

1  year 


19.33% 


Average  Annual  Total 
Returns  Ended  12/31/93 


I  \^  Dreyfus  Growth  and  Income  has 

more  than  doubled  the  performance  of  the 
S&P  500  for  the  period  since  its  inception  (12/31/91).** 

This. Fund  is  now  concentrating  on  dividend- producing 
stocks  and  convertible  securities.  In  addition,  with  the  Fund's 
flexibility,  the  managers  may  shift  small  or  large  parts  of  the 
portfolio  into  bonds  or  money  market  securities,  if  immediate 

prospects  for  the  market  change. 

•  No  sales  load 

•  Low  $2,500  minimum  investment  •  $750  for  IRA. 

For  a  Prospectus  with  complete  information  on  management 
fees  and  expenses,  call  our  toll-free  number  below.  Please  read  it 
carefully  before  you  invest.  Past  performance  is  no  guarantee  of 
future  results.  Unlike  the  Fund,  which  can  invest  in  both  debt  and 
equity  securities,  the  Standard  &  Poor's  500  Composite  Stock  Price  Index 
is  a  widely  accepted  unmanaged  index  of  stock  market  performance  and 

is  composed  of  only  equity  securities. 

Dreyfus  Growth  and  Income  Fund,  Inc. 


1-800-DREYFUS 

(1-800-373-9387) 

Please  Ask  for  Extension  4434 


401(k) 

Plan  provider! 


Net  asset  value  and  investment  return  of  the  Fund  fluctuate  so  that  upon  redemption  you  may  receive 
more  or  less  than  original  investment. 

*The  Dreyfus  Trust  Company,  as  Custodian,  is  waiving  its  Dreyfus  IRA  annual  maintenance  fee  for 
investments  in  the  Dreyfus  Growth  and  Income  Fund.  There  are  no  minimum  balance  or  special 
transaction  requirements.  If  this  waiver  is  terminated,  Dreyfus  IRA  investors  will  receive  notice. 

"Source:  Lipper  Analytical  Services,  Inc.;  total  returns  for  the  S&P  500,  12/31/91-12/31/93  and 
12/31/92-12/31/93:  18.43%  and  10.06%,  respectively.  Dreyfus  Service  Corporation,  Distributor. 


$500  million.  Also,  34  licensees  haveM 
vided  the  highest  guarantees  in  hislpy. 

C.  Richard  YarbrjH 
Managing  Director,  Communicate 
Atlanta  Committee  foiftj 
Olympic  G;jies 

At!: 

Editor's  note:  The  chart  counted  only  H 
ey  already  in  hand. 

BIG  BLUE  IS  STILL  BIG 

ON  BASIC  RESEARCH  I 

Your  article  "Could  America  am 
the  transistor  today?"  (Sciencjsf 
Technology,  Mar.  7)  highlighted  a  lfa 
ber  of  serious  and  immediate  challeB 
facing  the  research  community.  It  ft 
used  quotes  from  the  heads  of  se\lf 
major  laboratories  to  describe  how  n 
are  addressing  real  issues.  However 
relied  entirely  on  a  retired  IBMfce 
searcher,  now  a  university  profeap 
whose  project  was  in  a  mature  ar« 
which  IBM  reduced  emphasis. 

IBM  Research  is  a  major  participate 
creating  new  technologies  and  mag 
them  effective  in  the  world's  mostjlj 
namic  industry.  This  environment* 
mands  that  we  continually  reinvent^ 
role,  both  within  IBM  and  in  the  wfl 
This  is  reflected  by  stepped  up  efforfl 
areas  with  high  potential  for  leverajl 
alternate  display  technologies,  radio  m 
infrared  for  mobile  computing,  vi;ial 
ization  and  virtual  reality,  nanostiic 
tures— and  we  have  reduced  areas  m 
less  potential  aimed  at  traditional  ft 
terns.  None  of  this  should  be  misMi 
strued  as  abandoning  basic  researclW 
Our  investment  in  basic  research*^ 
search  not  directly  connected  toll 
products,  has  continued.  We  believe  p 
research  is  just  as  essential  to  our  Iff 
term  success  as  our  other  research* 
James  C.  McGrcl 
Vice-President  pi 
Director  of  Rese|| 

Yorktown  Heights,  III 

IN  DEFENSE  OF  L'OREAL'S 

RECORD  IN  ISRAEL  || 

Your  repotting  of  the  Frydman  bibb 
ers'  accusations  against  L'Oi 
("The  shadow  across  L'Oreal,"  LegalM 
fairs,  Mar.  21)  describes  a  continiffl 
campaign  beginning  three  years  agl 
France. 

While  you  rightfully  questioned  W 
tives  of  the  Frydmans  in  their  ong'pi 
harassment  of  L'Oreal  for  personal  rjl 
etary  gain,  the  article  was  shortl 
specifics  about  L'Oreal's  record  of  Ul 
ness  development  with  Israeli  partnff 


'  )real's  business  in  Israel  has  con- 
d  uninterrupted  for  years,  achieving 

[  -d  growth  again  last  year.  Indeed, 

I  aal's  per-capita  sales  in  Israel  are 
oaching  levels  comparable  with 
•  in  the  U.  S.  The  company's  links 
its  longstanding  Israeli  business 
lers  will  continue  to  grow. 
)real  never  closed  any  factories  or 
itions  in  Israel  and,  in  fact,  never 
td  any  production  facilities  in  Israel, 
n  L'Oreal  decided  in  the  1980s  to 

!  mtrate  production  in  Europe  as  part 
vvorldwide  restnicturing  effort  aimed 
ihieving  economies  of  scale,  Helena 
nstein's  Israeli  licensee  saw  an  op- 
njity  to  profit  from  these  changes  by 
ng  his  own  production  of  L'Oreal 
nets  and  importing  them  from  Eu- 
instead.  He,  nonetheless,  continued 
oduce  other  brands  in  Israel. 

,  ench  law  clearly  prohibits  discrimi- 
•y  actions  that  could  harm  econom- 

i  other  relations  with  another  coun- 
such  as  Israel.  L'Oreal  has  always 
orted  and  abided  by  those  laws, 
forming  the  Arab  Boycott  Office 
t  relations  with  Israel  is  permitted 
ir  French  law.  L'Oreal  realizes  that 
mimunications  with  the  Arab  Boy- 
Office  may  be  misunderstood  by 
ricans  and  regrets  any  mistaken  im- 
sion  that  it  curtailed  its  business 
Israel  in  order  to  comply  with  the 
» boycott.  L'Oreal  wishes  to  say  em- 

,  ically  that  it  did  not  do  so. 

Jean-Pierre  Valeriola 
Vice-President,  Corporate 
3mmunications  and  Internal  Affairs 

L'Oreal 
Clichy,  France 

vr's  note:  BUSINESS  WEEK  erred  in 
ig  that  L'Oreal  owned  the  factory  in 
>.l  producing  Helena  Rubinstein  prod- 
But  copies  of  L'Oreal  documents  ob- 
>,d  by  a  French  judge  show  that  the 
)  Boycott  Office  asked  L'Oreal  to  halt 
rroduction  of  Helena  Rubinstein  prod- 
in  Israel.  The  company  then  told  its 
see  operating  the  factory  to  halt  pro- 
ion,  which  the  licensee  did. 
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SUE  HERERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberman,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripojfs.  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  fom  tuning  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
rows too  late. 


BusinessWeek 


Beyond  news.  Intelligence. 

is  featured  on 
Thursday  nights. 

MONEY  TONIGHT 
Monday-Friday 
7:30  pm  (ET) 


Only  on 


First  In  Business 
First  In  Talk 
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The  SAS  System  for  Information  Delivery 
is  .i  ne  w  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  islands  of  information  '—  including 
host  system  files,  flat  files, 
and  corporate  DBMS's  such 
as  1)152  '.'  ORACLE', 
anddBASH' 


An  exclusive  MultiVendor  Architeji 
is  behind  the  SAS  System's  strategy  f  j 
hardware  independence  Applic| 

run  the  same  way  across  PCs,  workst 
and  host  systems  —  making  true  clienl 
computing  a  reality  while  exploiting  I I 
particular  strengths  of  each  platform.l 
Address  the  needs  of  users  at  evefi 
with  the  SAS  System's  strategy  for  inf - 
versatility  An  EIS  interface  puts  deH 
makers  in  command  of  the  facts— wllp 
need  them.  There's  also  a  task-orienti 
menu-driven  interface  for  business 


^_Parker_ , 
Eqdiprrteni 
And 


se  Wide 


n 


for  EIS  and  Beyond 


...plus  object-oriented  and  full- 
1  programming  environments  for 
ions  developers. 
SAS  System's  applications 
ation  strategy  provides  one  seamless 
i  tor  virtually  any  application  that 
i  accessing,  managing,  analyzing,  or 
tag  data.  Choose  integrated  tools  for 
1  support,  reporting,  financial 
,  market  research,  project 
ment, quality  improvement, 
re.  All  backed  by  SAS  Institute 
ital  force  in  the  information 


%  •» 

% 
% 


Parker  Equipment  &  Services 
U.S.  Regional  Territories 


Select  Reaofi  to  View 


industry  with  a  strong  commitment  to 
helping  you  succeed  — and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


Sales  Activities 


.1  i 

SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


sas  is  ,i  registered  trademark  ol  SAS  Institute  hu 
<  opyright  ■  199  i  bj  SAS  Institute  Int 


System 

trmation  Delivery 
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MASTER  OF  THE  GAME:  STEVE  ROSS  AND  THE  CREATION  OF  TIME  WARNER 

By  Connie  Bruck 

Simon  &  Schuster  •  395pp  •  $25 

'THE  LAST  GREAT  PASHA 
OF  AMERICAN  BUSINESS' 


s 


Connie  Bruck  begins  at  the  end  in 
her  biography  of  Steve  Ross,  with 
a  meticulous  description  of  his  1992 
funeral  service  in  East  Hampton,  N.Y. 
She  closes  with  a  memorial  service  for 
him  in  Hollywood.  And  in  between,  she 
recounts  a  third  tribute  to  the  man  who 
ci  cat  ed  Time  Warner  Inc.,  this  one  held 
at  Carnegie  Hall. 

Such  a  focus  might  seem  odd— even 
morbid— lor  a  biography  that  otherwise 
sizzles  with  the  vitality  of  its  subject. 
For  Bruck,  though,  the  rituals  surround- 
ing Ross's  death  say  a  lot  about  his  life. 
Indeed,  the  memorial  ser- 
vices form  a  sort  of  trip- 
tych: Ross  as  Brooklyn 
boy  who  made  good;  Ross 
as  Hollywood  schmoozer; 
and  Ross  as  ambassador 
for  American  pop  culture. 

Of  course,  Ross  was 
more  showman  than 
statesman.  But  Bruck,  a 
staff  writer  at  The  New 
Yorker  and  author  of  The 
Predators'  Ball,  about 
Drexel  Burnham  Lambert 
Inc.  at  the  height  of  the 
junk-bond  era,  doesn't 
slight  him  with  a  breezy 
show-biz  bio.  Her  Master 
of  the  Game:  Steve  Ross 
and  the  <  'reation  of  Time 
Warner  is  a  marvelously 
detailed  and  remorselessly  critical  por- 
trait of  this  most  complex  and  contradic- 
tory media  mogul.  Visionary  entrepren- 
eur and  reckless  profiteer,  generous 
friend  and  remote  parent— Steve  Ross 
comes  across  as  all  these  and  more  in 
Brack's  trenchant  account. 

Showmanship  played  a  role  in  Ross's 
life  from  the  very  start.  When  his  fa- 
ther, a  Jewish  builder  named  Max  Rech- 
nitz,  changed  the  family  name,  it  was 
only  the  first  of  many  new  images  Steve 
would  take  on  as  he  journeyed  from 
Brooklyn  to  Park  Avenue.  Bruck  moves 
through  Ross's  childhood  briskly.  But 
she  shows  how  the  hallmarks  of  his 
style— his  solicitous  personality  and  lav- 
ish taste— came  from  his  parents. 

Bruck  hits  her  stride  in  describing 
Ross's  development  as  a  businessman. 
He  got  his  start  working  in  his  father-in- 
law's  funeral  parlor,  where  his  velvet- 


hand-in-velvet-glove  manner  served  him 
well.  Within  a  few  years,  Ross  had  di- 
versified into  parking  lots  with  a  compa- 
ny called  Kinney  Service  Corp.  He  fur- 
ther honed  his  dealmaking  skills  by 
taking  Kinney  public  in  1962  and  ac- 
quiring the  ailing  Warner  Bros,  studio  in 
1969.  Soon,  he  sold  off  the  original  busi- 
nesses and  fixed  his  gaze  on  Hollywood. 

The  scent  of  mob  connections  has  al- 
ways wafted  around  Ross's  early  career, 
and  Bruck  does  nothing  to  dispel  it.  In 
fact,  she  directly  links  Kinney  execu- 
tives to  organized  crime,  taking  apparent 


teve  Ross  migh  t 
have  lived  high  and 
skirted  the  bounds 
of  propriety,  but 
he  delivered 


Masterof 
rlGame 


Connie  Bruck 


glee  in  referring  to  mobsters  by  their 
nicknames,  as  in  Abner  "Longie"  Zwill- 
man.  Ross,  though,  seems  always  one 
step  removed  from  such  unsavory  char- 
acters—a convenient  position  he  was  to 
retain  in  subsequent  scandals  involving 
Warner  Communications  Inc. 

Bruck  doesn't  drop  any  bombshells  in 
her  retelling  of  Ross's  most  notorious 
brush  with  the  law:  the  Westchester 
Premier  Theater  scandal.  But  she  does 
draw  on  court  documents  to  argue  per- 
suasively that  Ross  sold  out  his  best 
friend,  Warner  executive  Jay  Emmett, 
rather  than  face  indictment  for  accepting 
kickbacks  from  the  theater's  builders. 
As  for  the  cash,  Bruck  speculates  that 
Ross  used  it  to  finance  his  lifestyle. 

It  was  a  lifestyle  suited  to  Croesus, 
and  Bruck  lays  the  details  out  for  our 
delectation:  the  priceless  statues  and 
paintings  Ross  gave  Warner  star  Barbra 


Streisand;  his  commandeering  GirJ 
the  Beverly  Hills  boutique,  for 
vate  shopping  spree;  his  purchase 
castle— and  the  surrounding  villa! 
Todi,  Italy.  Ross's  lawyer  and  lor[ 
friend  Arthur  Liman  aptly  desl 
him  as  the  "last  great  pasha  of  Arrtj| 
business." 

But,  as  Bruck  reasonably  point] 
pashas  shouldn't  obtain  their  luj 
with  the  proceeds  from  public  (j§ 
nies.  Arguably,  much  of  the  mone; 
threw  around  belonged  to  shareh(j| 
Ross  also  cooked  up  extravaganB 
tracts  for  himself,  with  the  help|§ 
house  financier  Oded  Aboodi.  And 
argues  he  could  well  have  been 
cuted  for  insider  trading  wh 
dumped  his  Warner  stock  just 
the  bottom  fell  out  of  Atari  C< 
video-game  subsidiary.  In  the  1 
juiciest  disclosure,  now  widely  rl 
ed,  Bruck  says  Aboodi's  son  is 
investigation  by  the  Securities 

change  Commission  1 
leged  insider  tradi 
Time  Warner  stock, 
How  did  Ross  get 
with  such  shenani 
Partly  it  was  his  wi 
personality  and 
record.  But  Bruck 
that  he  also  had  a 
canny  feel  for  nun 
which  enabled  hi 
structure  deals  that 
iably  redounded  to  ' 
er's  benefit.  In  197 
example,  he  persi 
American  Express 
pay  $175  million  fo: 
of  Warner's  cable  < 
tions.  When  AmEx 
of  the  partnership  in 
Ross  bought  its  stal 
$400  million.  He  immediately  sole 
and  Showtime  to  Viacom  Inc.  for 
million.  Several  years  later,  the  re 
ing  cable  assets  had  a  market  va 
about  $4  billion. 

Bruck  uses  a  number  of  other  ( 
pies  to  demonstrate  that  Ross  the 
preneur  was  nonpareil.  By  granth 
division  heads  virtual  autonomy 
says,  Ross  won  their  unswerving  1< 
and  enhanced  his  own  authority.  "' 
executives  in  a  sense  became  capti 
their  freedom,"  Brack  writes.  "It  b 
the  essential  requisite  of  their  pj 
sional  lives— and  it  was  a  freedon 
Ross,  uniquely,  granted." 

Ross's  wiles  were  never  sharper 
when  he  engineered  the  merger  of 
Inc.  and  Warner  in  1989,  and  Bruc 
votes  the  major  part  of  the  book  fc 
deal.  But  surprisingly,  she  doesn't 
new  ground.  Much  of  her  reporth 


m 
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rger  has  already  appeared  in  sev- 
ngthy  New  Yorker  articles.  And 
thor's  conclusions  are  familiar: 
?loss  gulled  Time  Inc.  and  its  feck- 
ecutives. 

;  surprisingly,  Bruck  fails  to  un- 
e  mysteries  of  her  subject's  psy- 
le  is  not  sure  why  Ross  was  so 
nally  giving  to  friends  such  as  Li- 
ld  Steven  Spielberg  while  he  re- 
I  inaccessible  to  his  children.  Nor 
■uck  explain  why  Ross  spread 
lies  about  himself,  such  as  the 
repeated  canard  that  he  once 
football  for  the  Cleveland 
5.  The  author  may  well  have  been 
red,  since  her  access  to  Ross  was 
i.ort  when  he  became  ill  with 

,  if  Ross's  interior  life  remains 
s,  Bruck  evokes  his  public  life  in 
glitter  and  glory.  And  she  sug- 
hat  his  successor  at  Time  Warner, 
M.  Levin,  won't  be  able  to  mas- 
i  Rubik's  Cube  that  Ross  created, 
aging  Levin's  performance  at  one 
memorial  services  for  Ross,  Bruck 
s:  "The  void  had  never  seemed  so 
That's  not  really  fair  to  the  low- 
•vin.  But  to  the  author's  credit,  we 
e  loss,  too. 

BY  MARK  LANDLER 

er  is  BUSINESS  WEEK'S  media  editor. 


BOOK  BRIEFS  I 


FREQUENT  FLYER 

By  Bob  Reiss 
Simon  &  Schuster 


318pp  •  $23 


ABOVE  CLOUD  NINE 


I first  flew  on  an  airplane  at  age  10, 
on  a  trip  to  Washington,  D.  C.  My 
mother  handed  me  a  stick  of  gum 
and  told  me  to  swallow  so  my  ears 
wouldn't  hurt.  The  man  beside  me  gave 
up  his  window  seat  so  I  could  watch 
Chicago  fall  away.  The  moment  when 
we  passed  through  the  clouds  was 
astonishing. 

Remember  when  flying  was  magic? 
Most  people  now  take  it  for  granted. 
Not  Bob  Reiss.  In  Frequent  Flyer:  One 
Plane,  One  Passenger,  and  the  Spectacu- 
lar Feat  of  Commercial  Flight,  Reiss  con- 
jures the  wonder  most  first-time  air  pas- 
sengers feel.  And  he  maintains  that  awe 
as  he  probes  the  history,  the  science, 
the  business,  and  the  human  component 
of  the  airline  industry. 

Reiss  builds  his  book  around  72  hours 
with  a  single  plane,  Delta  Air  Lines 
Ship  714,  as  the  18-year-old  L-1011  flies 
from  Atlanta  to  Honolulu  and  back.  He 
uses  the  trip  to  tie  together  hundreds  of 


interviews  and  anecdotes  involving  Del- 
ta executives,  flight  crews,  meteorolo- 
gists, engineers,  mechanics,  and  passen- 
gers. He  even  communes  with  Ship  714, 
however  improbably,  as  it  camps  on  a 
Maui  tarmac  beside  a  rival  McDonnell 
Douglas  DC- 10:  "Imagine  Napoleon 
checking  into  a  hotel  and  finding  the 
Duke  of  Wellington  in  the  next  suite. 
Or  Eliot  Ness  buying  a  house  and  dis- 
covering Al  Capone  mowing  the  lawn 
next  door." 

The  resulting  book  is  a  largely  favor- 
able overview  of  commercial  flight,  but 
it's  not  puffery.  Reiss  matter-of-factly 
notes  that  714  once  flew  with  a  potential- 
ly disastrous  18-inch  crack  in  a  wing 
spar.  He  provides  details,  including  cock- 
pit transcripts,  of  several  crashes.  And 
he  points  out  the  strategic  errors  by 
Delta  and  other  carriers  that  have  led 
the  U.  S.  aviation  industry  to  financial 
calamity. 

Frequent  Flyer  will  entertain  anyone 
who  wonders  how  airlines  keep  their 
planes  running.  In  fact,  Reiss  ends  with 
a  good-humored  look  at  a  question  flyers 
love  to  ponder:  "How  does  this  thing 
stay  in  the  air?"  There  are  physics  and 
aerodynamics  texts,  though,  that  explain 
the  science  of  flight.  Frequent  Flyer  illu- 
minates the  magic. 

BY  DAVID  GREISING 


Ask  About  a  Scudder  No-Fee  IRA! 


"For  aggressive  investors  like  me, 
Latin  America  is  a  dynamic  opportunity. 


In  Latin  America,  major  economic  and  political  changes  are  opening 
new  investment  opportunities.  If  you'd  like  to  be  part  of  them,  consider 
Scudder  Latin  America  Fund  —  the  nation's  first  pure  no-loadtm  fund 
to  invest  in  Latin  America.  Designed  for  aggressive  investors  who  seek 
above -average  growth  over  the  long  term,  the  Fund  also  involves 
above-average  risk,  including  currency-exchange  and  share -price 
fluctuation  and  emerging-market  volatility.  Helping  to  reduce 
that  risk  is  the  extensive  Latin  American  investing  experience  of 
the  Fund's  adviser,  Scudder,  Stevens  &.  Clark,  Inc.  Call  today  for  a 
free  information  kit .* 


Scudder 

Latin  America  Fund 
1-800-225-2470  e*  7117 


SCUDDER 


America's  First 
Family  of  No-Load  Funds 


nance  is  historical  and  not  a  guarantee  of  future  results.  Investment  return  and  principal  value  fluctuate,  so  you  may  have  a  gain  or  a  loss  when 
U  your  shares.  A  2%  redemption  fee  is  payable  to  the  Fund  for  shares  held  less  than  one  year.  The  fee  may  be  modified.  "The  free  kit  includes  a 
ctus  with  more  complete  information  on  management  fees  and  other  expenses.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 
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conomic  Viewpoint 


THE  FED'S  THERMOSTAT 
IS  ON  THE  FRITZ 


BY  ROBERT  KUTTNER 


Washington's 
outdated  indexes 
warn  of  an 
overheated  economy. 
But  profound 
structural  changes 
mean  it  can  run 
closer  to  full 
employment  without 
courting  inflation 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-FAIRE 


The  old,  gray  Phillips  Curve  ain't  what  it 
used  to  be.  But  nobody  seems  to  be  pay- 
ing attention. 
As  you  will  recall  from  Economics  101,  the 
Phillips  Curve  describes  the  "trade-off"  be- 
tween unemployment  and  inflation.  Suppos- 
edly, if  you  want  less  of  one,  you  must  take 
more  of  the  other.  When  unemployment  falls, 
inflationary  pressures  are  said  to  rise,  because 
workers  in  scarce  supply  gain  bargaining  pow- 
er to  bid  up  wages.  The  higher  wage  costs  are 
embedded  in  product  prices  and  passed  along 
to  the  public.  Thus  the  Phillips  Curve. 

The  Federal  Reserve,  for  the  second  time  in 
less  than  two  months,  has  raised  short-term 
interest  rates  to  cool  an  arguably  overheated 
economy.  But  today's  labor  markets  bear  little 
resemblance  to  those  of  the  inflation-ridden 
1970s.  Unions  are  severely  weakened.  Their 
habitats— regulated  and  monopolistic  indus- 
tries—have been  all  but  obliterated.  In  dereg- 
ulated sectors  such  as  airlines,  trucking,  and 
telecommunications,  wages  are  in  free  fall. 
Actual  foreign  competition  or  the  threat  of 
offshore  production  tempers  labor  demands. 
Indeed,  the  typical  "demand"  in  recent  con- 
tract negotiations  is  management's  demands 
for  cuts.  COLAs— automatic  cost  of  living  adjust- 
ments—are nearly  defunct. 
JOB  SHIFT.  The  explosion  of  so-called  contingent 
work— part-timers,  temps,  and  contract  em- 
ployees—tells the  same  story.  In  past  busi- 
ness cycles,  the  fraction  of  involuntary  part- 
time  workers  increased  during  recessions  and 
decreased  during  recoveries.  In  this  cycle,  the 
proportion  of  part-timers  rose  during  the  re- 
cession—and rose  again  during  the  recovery. 
Most  job  seekers  want  a  full-time,  permanent, 
career-ladder  job.  That  industry  has  no  trouble 
filling  job  slots  with  part-timers  and  temps 
underscores  a  fundamental  shift  in  bargain- 
ing power:  Despite  the  recent  decline  in  meas- 
ured unemployment,  there  is  virtually  no  wage 
inflation  in  the  economy. 

Deregulation,  globalization,  heightened  com- 
petition, and  innovation  have  had  a  similar 
deflationary  effect  on  product  markets.  Cost- 
cutting  pressures  are  endemic.  Companies  can 
no  longer  easily  pass  along  cost  increases.  In- 
flation is  a  vanishing  phenomenon  because  of 
customer  resistance.  Businesses  today  are 
much  more  likely  to  absorb  costs  and  innovate 
around  them  for  fear  of  losing  market  share  if 
they  raise  prices.  By  the  same  token,  in  an  era 
of  shorter  product  cycles  and  multiple,  global 
sources  of  supply,  "capacity  utilization"  as  an  in- 
dicator of  inflationary  pressure  is  outmoded. 

Joel  Popkin,  formerly  assistant  commission- 
er of  labor  statistics  in  charge  of  price  indexes, 


has  devised  his  own  alternative  to  tha 
emment's  capacity  utilization  index.  That! 
is  a  relic  of  an  era  of  standard  goods,  larJ 
flexible  factories,  and  oligopolies.  Popkin'l 
cator,  called  the  demand/supply  ratio,! 
pares  unfilled  orders  with  shipments! 
inventory.  In  the  past,  his  indicator  c| 
paralleled  capacity  utilization.  In  this  reel 
supposed  capacity  utilization  has  tight! 
but  Popkin's  demand/supply  ratio  show! 
industry  has  no  trouble  filling  orders, 
accurately  conveys  the  elastic  in  an  inno' 
and  globalized  economy— and  calls  into  qu 
whether  the  official  index  signals  inflati 
BETTER  PRODUCTS.  One  other  factor  is  the 
statement  of  inflation  in  the  consumer  pr 
dex.  As  innovation  has  accelerated,  so: 
what  shows  up  as  price  inflation  is  real 
substitution  of  superior  products.  A  486 
computer  for  $1,100,  for  one,  offers  more 
than  a  286-level  computer  for  $1,000. 
shows  up  in  price  indexes  as  10%  inflati 

All  of  the  foregoing  suggests  pro 
structural  changes  that  ought  to  allo\ 
economy  to  run  closer  to  full  employ 
without  courting  inflation.  Yet,  surpris 
there  has  been  little  work  among  econo 
on  the  dynamics  of  these  shifts.  Nor  hi 
Fed  revised  its  conception  of  how  emploj 
and  capacity  utilization  affect  inflation. 

On  the  contrary,  the  consensus  among 
omists  is  that  the  "natural  rate  of  unen 
ment"  is  essentially  unchanged.  This  is  k 
in  the  trade  as  the  Nonaccelerating  Inf 
Rate  of  Unemployment,  or  NAIRU  (prono 
like  the  late  Indian  Prime  Minister), 
economists  think  the  NAIRU  is  above  6 
roughly  the  current  actual  rate  of  uner 
ment.  In  other  words,  noninflationary 
employment"  requires  nearly  10  million 
to  be  jobless.  This  despite  there  being  n 
dence  of  wage  inflation  and  ample  evidei 
weakened  labor  bargaining  power. 

Outmoded  theory  keeps  the  economy 
NAIRU  jacket.  "Workers  lose  twice,"  says 
rence  Mishel,  research  director  of  the 
nomic  Policy  Institute.  "Their  wage: 
slashed,  but  they  don't  even  get  credit  f 
lowing  unemployment  to  drop." 

The  prophets  of  competition  have  wor 
the  economy  should  be  reaping  the  rew 
Thanks  to  the  sweeping  away  of  barrier! 
have  finally  attained  that  holy  grail  oil 
nomic  theory— flexible  labor  markets  in  M 
the  price  and  quantity  of  labor  adjust* 
cording  to  supply  and  demand.  Yet  instefl 
celebrating,  the  Fed  and  its  allies  in  the  (m 
science  are  needlessly  denying  the  eco:B 
noninflationary  growth. 
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..emember  being  a  kid  and  comiripSPtB^BpWH^TQfftbri  your  pants  and  mud  on  your  shoes?  Man, 
>h.  man,  were  you  in  trouble.  Enter  the  all-new  1994  GMC  Sonoma  Highrider.  You're  in  trouble  again. 
The  new  Highrider  package  is  designed  to  handle  the  kind  of  trouble  you'll  find  off-road.  It  comes  with 
16mm  Bilstein  gas-charged  shocks  and  15"  wheels.  You  sit  high.  Look  good.  Ride  smooth.  (Firm,  but 
mooth.)  And  with  its  available  195  HP  Enhanced  Vortec  V6,  Highrider  is  more  powerful  than  anything 
n  its  class*  Combine  all  that  with  standard  4-wheel  anti-lock  brakes  and  it's  in  a  class  by  itself.  But  don't 
ake  our  word  for  it.  Call  1-800-GMC -TRUCK  for  the  name  of  a  dealer  and  go  for  a  ride.  It's  no  trouble. 
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Buckle  up,  America!  ~  ,. 
♦Excludes  other  GM  products.  *->*'"i 
GM,  GMC,  GMC  Truck  and  Sonoma  are  registered  trademarks  of  General  Motors  Corporation. 


Economic  Trends 


EDITED  BY  MICHAEL  J.  MANDEL 


OPEN  YOUR  PAY 

ENVELOPE  AND  GET 

A  SURPRISE  

Since  1986,  average  wages  and  sala- 
ries in  the  U.  S.,  adjusted  for  infla- 
tion, have  steadily  declined.  From  the 
second  quarter  of  1986  to  the  fourth 
quarter  of  1992,  real  wages  and  salaries 
for  civilian  workers  dropped  some  3.5%. 
Seeing  their  paychecks'  purchasing  pow- 
er shrinking  for  the  better  part  of  a 
decade,  no  wonder  Americans  have  felt 
a  strong  sense  of  economic  distress. 

But  cheer  up:  The  long  earnings 
drought  may  be  over.  After  adjusting 
for  inflation,  wages  and  salaries  in  the 
fourth  quarter  of  1993  were  0.8%  higher 
than  a  year  earlier.  That's  based  on  the 
Labor  Dept.'s  employment  cost  index, 


REAL  WAGES  ARE 
FINALLY  RISING 
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▲  PERCENT  CHANGE 

DATA:  BUREAU  OF  LABOR  STATISTICS,  BUSINESS  WEEK 


which  covers  all  civilian  workers,  from 
top-paid  managers  to  minimum-wage 
hamburger  flippers.  And  while  a  0.8% 
rise  may  not  seem  like  much,  it's  the 
first  significant  increase  in  real  wages  in 
seven  years  (chart). 

Such  gains  are  a  welcome  sign  that 
the  U.  S.  economy  may  be  returning  to 
long-term  health.  Most  Americans  de- 
pend on  wages  and  salaries  as  their 
main  income  source.  So  rising  real  wag- 
es translate  directly  into  higher  living 
standards.  That  lifts  housing  markets 
and  increases  spending  on  luxuries  such 
as  travel  and  entertainment.  And  with 
some  80%  of  federal  government  reve- 
nues coming  from  personal  income  and 
payroll  taxes,  higher  real  wages  can 
boost  tax  revenues  and  narrow  the  bud- 
get gap. 

Why  have  real  wages  suddenly 
climbed  again?  The  keys  are  rising  pro- 


ductivity and  the  inflation  slowdown  in 
the  health-care  sector.  In  1993,  labor 
productivity  soared  by  almost  2%,  so 
that  businesses  could  compensate  work- 
ers better  and  still  boost  their  profits. 
At  the  same  time,  the  cost  of  benefits, 
primarily  health  care,  rose  by  only  4.6%, 
far  below  the  annual  6.2%  average  in- 
crease that  prevailed  between  1988  and 
1992.  That  means  the  cost  of  medical 
coverage  did  not  eat  up  all  the  increases 
in  productivity. 

To  be  sure,  not  everyone  is  sharing 
equally  in  the  wage  increases.  The  pat- 
tern of  the  1980s  has  continued,  with 
white-collar  workers  doing  much  better 
than  their  blue-collar  counterparts.  Real 
earnings  for  managers,  professionals, 
and  white-collar  support  staff  rose  1% 
over  the  past  year,  while  factory  work- 
ers and  other  blue-collar  occupations  saw 
only  a  0.6%  increase.  Moreover,  the  wag- 
es of  blue-collar  workers  were  hit  much 
harder  by  the  recession.  Since  1989,  they 
have  seen  the  real  value  of  their  pay- 
checks shrink  1.9%,  while  the  white-col- 
lar decline  totaled  only  0.4%. 

Still,  the  latest  Labor  Dept.  numbers 
contain  heartening  news  for  factory 
workers.  As  of  February,  1994,  average 
hourly  wages  for  manufacturing  produc- 
tion workers  were  up  by  0.7%  over  the 
year  before.  Adjusted  for  core  inflation, 
that  was  the  biggest  annual  increase 
since  1981. 


STURDIER  SAVINGS 

COULD  STIFLE 

INTEREST  RATES  

■  n  the  past  two  months,  long-term 
I  interest  rates  have  soared  to  over  7%. 
Yet  further  increases  in  rates  may  be  re- 
strained by  a  surprising  new  factor:  a 
sharp  increase  in  savings. 

According  to  Morgan  Stanley  &  Co. 
economists  David  J.  Greenlaw  and 
James  S.  Fralick,  the  national  savings 
rate  should  rise  to  3.5%  of  gross  domes- 
tic product  by  the  end  of  1995.  That's  up 
from  an  abysmal  1%  of  GDP  in  early 
1993,  a  postwar  low.  National  savings 
include  personal  savings  plus  business 
savings,  offset  by  government  budget 
deficits. 

Some  of  the  gains  in  U.  S.  thriftiness 
come  from  greater  savings  by  house- 
holds and  improved  corporate  profits. 
But  it's  the  fast-shrinking  federal  budget 
deficit  that's  driving  the  jump  in  nation- 
al savings,  say  Greenlaw  and  Fralick. 
They  now  expect  the  fiscal  1995  deficit 
to  be  $160  billion,  down  from  $231  billion 
in  fiscal  1994.  The  two  economists  also 
suggest  that  Clinton's  deficit-reduction 


plan  could  cut  as  much  as  $700  bi 
over  the  next  four  years,  compared  • 
initial  estimates  of  $500  billion.  As  i 
suit,  says  Greenlaw,  "this  should  le: 
the  upward  pressure  on  real  inte 
rates." 


WHY  FOREIGN  STUDEN1 
LOVE  AMERICAN 
ECONOMICS  CLASSES 

American  economists  may  feel  B 
they  get  no  respect  at  home,  I 
their  foreign  students  wield  genm 
power  abroad.  Indeed,  foreign  ec« 
mists  who  received  their  training  inl 
U.  S.  have  been  instrumental  in  sprjft 
ing  free-market  policies  across  the  Tl 
World.  Says  Gary  C.  Hufbauer,  ecM 
mist  at  the  Institute  for  Internati« 
Economics  in  Washington:  "If  you  gift 
the  developing  economies,  the  U.  S.  in 
educational  lodestar." 

Best  known  are  the  Chilean  ec<§ 
mists,  the  so-called  Chicago  Boys  • 
received  their  graduate  degrees  atW 
University  of  Chicago  and  helped  iml 
ment  Chile's  shift  to  a  market  econ« 
in  the  1970s  and  eariy  1980s.  But  eel 
mists  from  other  top  U.  S.  universim 
have  found  success  around  the  wol 
Indeed,  one  graduate  class  at  the  Malj 
chusetts  Institute  of  Technology  in  ft. 
1970s  included  Pedro  Aspe,  now  fingl 
secretary  for  Mexico;  Mario  DraghiM; 
rector  general  of  Italy's  Treasury;  I 
others  now  in  positions  of  power  in  Wr 
Chilean,  Brazilian,  Argentine,  II 
tuguese,  and  Egyptian  governments* 
What  draws  foreign  economics  ft 
dents  to  the  U.  S.  is  the  opportunity 
hone  their  technical  skills  and  learn  ift 
market  economies  work.  When  t  f 
graduate  and  return  home,  their  si 
are  becoming  increasingly  valuable 
governments  trying  to  privatize  st 
run  companies  and  move  toward  a 
ger  role  for  markets. 

The  durability  of  technocratic  id 
faces  a  severe  test  in  Mexico,  thoi 
Many  of  the  cabinet  secretaries  un 
Mexico  President  Carlos  Salinas  de  ( 
tari  (PhD  in  economics,  Harvard)  h 
had  MBAs  or  PhDs  in  economics,  mo; 
from  top  U.  S.  universities.  That  incluft1 
recently  assassinated  presidential  (ft 
didate  Luis  Donaldo  Colosio  (PhD  in  ft 
onomics,  University  of  Pennsylvania) 
well  as  the  new  presidential  candid 
Ernesto  Zedillo  (PhD  in  economics,  1 
University).  But  the  assassination,  " 
rebellion  in  Chiapas,  and  slow  gro^ 
are  challenging  the  development  str; 
gy  taught  in  U.  S.  graduate  schools,  j 
By  Christopher  Farrell  in  New  \ 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  STEAM  SHOVELS 

ILL  HAVE  A  BIT  OF  STEAM 


11  CONSTRUCTION 
S  ITS  STRENGTH 


SIDENTIAL 


NONRESIDENTIAL 


I  '94* 

IKS  OF  DOLLARS,  CONTRACTS 
iND  FES  AVG. 

V.  DODGE  DIV/M.-GRAW-HILL  INC,  BW 


W  ou  think  you're  glad  to  see  spring?  Not  as  glad  as 
*  the  nation's  builders  are.  Winter's  cold  and  snow 
hit  the  construction  industry  hard  in  January  and 
lary,  even  before  mortgage  rates  jumped  in  March, 
mall  wonder  that  builders  are  looking  to  warmer 
ler  for  a  little  salvation. 
I  3y  won't  be  disappointed.  The  rate  rise  will  not  kill 
|  pring  rebound  in  housing,  although  it  may  limit  the 
I  -'s  bounce.  After  languishing  for  three  years,  business 
I  ruction  finally  is  reviving.  And  outlays  for  roads, 
I  es,  and  other  public  works  will  benefit  from  rebuild- 
I  i  the  wake  of  the  Los  Angeles  earthquake. 

Still,  unless  long-term  rates 
head  lower  again,  building's 
biggest  contributions  to  this 
three-year-old  expansion  are 
probably  over.  For  example,  in 
the  second  half  of  last  year,  con- 
struction gains  directly  accounted 
for  some  20%  of  the  economy's 
growth— and  possibly  double  that 
if  you  include  spending  by  consu- 
mers and  businesses  on  such  re- 
lated items  as  furniture,  appli- 
,  computers,  and  backhoes. 

it  kind  of  oomph  is  unlikely  to  be  repeated  in  1994, 
ver.  Demographics  and  a  maturing  of  the  housing  cy- 
ill  constrain  residential  gains,  while  high  office  vacan- 
,nd  cautious  lenders  will  remain  a  drag  on  the  recov- 
l  nonresidential  building. 

fAILERS  Housing  has  been  responsible  for  almost 
E  all  of  the  building  industry's  growth  in 

DING  recent  years  (chart).  But  in  1994,  busi- 
^  ness  construction  appears  ready  to  pitch 

the  fourth  quarter,  outlays  for  nonresidential  pro- 
posted  their  strongest  advance  in  six  years.  Through 
iry,  they  are  up  nearly  13%  from  a  year  ago.  And  in 
aary,  the  value  of  new  nonresidential  contracts 
ed  5%  from  January  levels,  according  to  the  F.W. 
e  division  of  McGraw-Hill  Inc. 
s  upturn  in  business  outlays  has  occurred  mainly  in 
lercial  buildings  other  than  offices  and  hotels,  such  as 
»ing  centers,  department  stores,  and  other  retail  and 
;sale  structures.  With  better  job  growth  and  higher 
mer  confidence  lifting  consumer  spending,  store  con- 
tion  should  continue  to  improve  in  1994. 
e  problem  area  in  commercial  construction  still  is 


OFFICE  VACANCIES: 
STILL  VERY  HIGH 

CITY 

VACANCY  RATE 
19921V  19931V 

BOSTON 

17.1%  13.5% 

NYC-MIDTOWN 

17.5  16.4 

CHICAGO 

21.8  20.9 

ATLANTA 
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DALLAS 

34  0  37.3 

LOS  ANGELES 

26.9  26.0 

NATIONAL 

19.6  18.7 

DATA.  CUSHMAN  S  WAKEFIELD 

office  building,  which  accounts  for  some  30%  of  all  com- 
mercial outlays.  Thanks  to  exceptionally  short  asset-depre- 
ciation lives  and  readily  available  credit,  the  U.  S.  put 
up  enough  office  space  in  the  1980s  to  last  through  the 
1990s.  The  office-building  crash  began  with  1986  tax-reform 
provisions  but  was  not  felt  broadly  until  banks  got  stingi- 
er and  the  recession  hit  in  the  middle  of  1990. 

At  the  end  of  1993,  office  va- 
cancy rates  across  the  nation  re- 
mained very  high  (table).  The 
vacancy  rate  for  downtown  dis- 
tricts stood  at  18.7%,  down  from 
the  peak  of  23%  hit  in  1986,  ac- 
cording to  realty  company  Cush- 
man  &  Wakefield  Inc.  Among 
downtown  locations,  Dallas  suf- 
fers the  highest  vacancy  rate  in 
the  nation,  at  37.3%,  and  Belle- 
vue,  Wash.,  the  lowest,  at  9.1%. 
In  suburban  areas,  New  Haven  has  the  high  mark,  at 
29%,  while  Portland,  Ore.,  enjoys  the  low,  at  8.8%.  Since 
1991,  the  vacancy  rate  in  suburban  areas  has  declined 
more  than  that  for  downtown  locations. 

Taking  up  some  of  the  slack  in  office  construction,  how- 
ever, will  be  industrial  projects,  mainly  reflecting  the 
strength  in  manufacturing.  The  recovery  in  industrial 
building  only  now  is  beginning  to  blossom,  but  outlays  al- 
ready are  up  13%  from  a  year  ago.  That  pace  should  accel- 
erate this  year,  as  rising  capacity  utilization  and  better  ex- 
port growth  later  in  the  year  are  likely  to  fuel  the  demand 
for  new  plants. 

SOME  The  optimistic  outlook  for  nonresidential 

BOUNCE  IS  construction  comes  at  a  good  time  for  the 
LEFT  IN  economy,  because  the  lift  from  housing" 
HOUSING  ^qji  begin  to  diminish  this  year.  That  does 
not  mean  housing  will  fall  into  a  slump  this  year;  it  just 
won't  add  as  much  to  economic  growth  as  it  has  over  the 
past  three  years. 

Winter  weather  has  been  the  main  culprit  in  the  sag  in 
home  buying  so  far  in  the  first  quarter  (chart,  page  22). 
New  single-family  homes  sold  at  a  649,000  annual  rate  in 
February.  That  was  1.9%  above  January,  but  the  gain 
was  limited  to  the  West.  All  other  regions  posted  de- 
clines. Sales  of  existing  homes  fell  a  steep  9.9%  in  Febru- 
ary, after  a  2.3%  slip  in  January,  as  the  extreme  winter 
weather  kept  potential  buyers  from  house  hunting. 
Buyers  will  be  back  in  the  spring,  and  rebuilding  after 
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3usiness  Outloo 


the  California  earthquake  will  also  lift  residential  con- 
struction. New-home  demand,  however,  won't  be  as  strong 
as  it  was  in  the  past.  Builders  already  are  sensing  a  bit  of 
a  slowdown.  According  to  a  March  survey  done  by  the 
National  Association  of  Home  Builders,  only  48%  of  NAHB 
members  felt  that  the  near-term  outlook  for  housing  was 
good,  down  from  54%  in  February  and  a  bullish  72%  in 
November. 

PENT-UP  One  reason,  of  course,  is  the  one-percent- 
DEMAND  IS  age-point  rise  in  mortgage  rates  since  Oc- 
LARGELY  tober,  from  6.83%  to  7.90%  for  the  week 
SATED  ended  Mar.  25.  Rates  are  now  a  bit  higher 

than  they  were  this  time  last  year.  But  other  factors— from 
higher  lumber  prices  to  less  favorable  demographics— 
also  will  cull  the  buying  ranks. 

The  78%  jump  in  lumber  pric- 
es over  the  past  VA  years,  for 
example,  has  added  between 
$4,000  and  $5,000  to  the  cost  of  a 
new  home,  calculates  the  NAHB. 
The  larger  price  tag  has  made 
home  buying  unaffordable  for 
about  90,000  households,  says  the 
association. 

More  important,  the  pent-up 
demand  that  fueled  the  three- 
year  home-buying  spree  has 
nearly  played  itself  out,  especially  since  there  are  fewer 
adults  in  their  20s— the  age  group  that  traditionally  makes 
up  the  bulk  of  first-time  home  buyers.  In  fact,  this  housing 
upturn  is  old  compared  with  past  recoveries.  The  average 
length  of  a  housing  expansion  in  the  postwar  era  has 
been  about  30  months.  This  expansion  already  is  37 
months  old. 

However,  past  housing  upturns  usually  have  mimicked 
the  upswing  in  jobs  and  incomes.  Because  the  labor  mar- 
kets took  longer  to  pick  up  in  this  economic  cycle,  housing 
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still  has  room  to  increase  as  more  people  find  job  an 
those  with  jobs  start  enjoying  better  income  growt 

Clearly,  Americans  are  feeling  much  more  op  tins 
about  the  economy.  The  Conference  Board's  index  ocoj 
sumer  confidence  rose  to  86.7  in  March,  from  79.9  ir$yi 
ruary.  That's  the  highest  reading  since  July,  1990,  lin.; 
the  last  expansion  was  unwinding.  Consumers  feel 
better  about  the  current  state  of  the  economy  as  wjl  s 
its  prospects  over  the  next  six  months  (chart). 

That  cheerier  tone  is  showing  up  in  retail  buyingjay 
Johnson  Redbook  Report,  published  by  the  brokerage  ins 
Lynch,  Jones  &  Ryan,  which  says  that  seasonally  aut 
ed  sales  at  department  and  chain  stores  in  the  firstfe 
weeks  of  March  rose  a  solid  3.5%  from  February,  hpc-. 
by  better  weather  and  an  earlier-than-usual  Easter. 

Perhaps  the  best  news  for 
builders  was  the  Conference 
Board's  finding  that  the  number 
of  respondents  who  expect  more 
jobs  in  the  future  was  up  slight- 
ly. And  consumers  also  are  more 
optimistic  about  their  income 
prospects. 

That's  important,  because  the 
interest-rate  leg  of  this  housing 
expansion  has  run  its  course.  Al- 
though current  mortgage  rates 
look  high  compared  with  last  fall's  bargain-basememlei 
els,  it  is  important  to  keep  in  mind  that  rates  are  stIB 
low  as  they  were  in  the  early  1970s.  And  with  consSK 
incomes  rising,  housing  demand  should  continue  to  $g 
higher  this  year. 

So,  while  housing  may  not  power  the  economy  mp$ 
as  strongly  as  it  did  in  1993,  the  bright  outlook  for  B 
ness  and  public-works  projects  assures  that  overallsor 
struction  will  still  continue  to  make  a  solid  contributiix 
growth.  And  that  despite  higher  interest  rates,  bui|ir 
can  look  forward  to  a  pretty  good  year. 
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THE  WEEK  AHEAD 


NAPM  INDEX 


Monday,  Apr.  4,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
probably  rose  to  57%  in  March,  from 
56.6%  in  February.  That  strong  reading 
is  the  median  forecast  of  economists  sur- 
veyed by  MMS  International,  a  unit  of 
McGraw-Hill  Inc.  Economists  will  want 
to  see  if  the  NAPM  index  of  new  orders 
rebounded  in  March  after  slipping  a  bit 
in  February. 


LEADING  INDICATORS 


Tuesday,  Apr.  5,  8:30  cum. 

The  government's  composite  index  of 

leading  indicators  probably  fell  0.2%  in 


February,  after  increasing  for  six  consec- 
utive months,  including  a  0.3%  advance 
in  January.  A  shorter  workweek  and 
declines  in  building  permits  and  consu- 
mer expectations  point  to  the  February 
drop  in  the  index. 

VEHICLE  SALES  

Wednesday,  Apr.  6 

Domestically  made  cars  probably  sold 
at  a  75  million  annual  rate  in  March,  a 
bit  above  their  74  million  pace  in  Febru- 
ary, according  to  the  MMS  survey.  Pur- 
chases of  light  trucks  probably  held 
steady  at  February's  6  million  clip.  Be- 
cause of  the  unexpectedly  strong  level  of 
sales  this  winter,  vehicle  output  is  roar- 
ing at  a  record  pace. 


CAPITAL  SPENDING 


Thursday,  Apr.  7,  8:30  a.m. 
The  Commerce  Dept.'s  second  lo< 
capital-spending  plans  for  1994  will 
ably  show  that  businesses  have  n< 
tered  their  plans  to  increase  the; 
vestments  in  new  plants  and  equip 
by  5.4%.  That  would  follow  a  larg 
rise  in  capital  budgets  in  1993 

CONSUMER  CREDIT 


Thursday,  Apr.  7 
The  MMS  survey  forecasts  that  cm 
mers  continue  to  binge  on  credit,  a<» 
about  $6.5  billion  to  their  debt  loaB 
February.  That's  more  than  the  $■ 
lion  increase  in  January. 
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The  new  HP  DeskJet  printers  let  you 

show  off. 


MRRHET  SHARE  BV  HEGIDNI 


Black  &  white  and  color. 
Starting  at  under 

$485! 

It's  hard  to  be  modest  when  you  have 
one  of  the  new  DeskJet  pr  inters  from 
Hewlett-Packard.  That's  because  the 
HP  DeskJets  now  print  600  x  300 
dots  per  inch  and  use  Resolution 
Enhancement  technology  for  even 
clearer,  sharper  black  &  white  print- 
ing. For  better  looking  color,  the 
DeskJet  560C  has  a  new  technology 
called  ColorSmart.  By  automatically 
adjusting  the  printer  settings  for 
you,  ColorSmart  makes  printing 
impressive  colors  easier  than  ever. 
A  ColorSmart  upgrade  disk  is  also 
included  with  the  HP  DeskJet  500C. 

So  if  you  want  your  documents  to 
look  as  good  as  the  output  sample 
shown  here,  get  a  new  HP  DeskJet 
printer  and  start  printing  things  you 
can  really  be  proud  of.  Look  in  your 
local  Yellow  Pages  for  the  name  of  the 
HP  authorized  dealer  nearest  you.' 


DeskJet  Printers 
Make  it  happen. 


EWLETT® 
PACKARD 


'Suggested  US.  list  price  Dealer  price  may  vary  significantly  Hn  Canada 
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MEXICO 

WILL  ECONOMIC  REFORM  SURVIVE  THE  TURMOIL? 


Presidential  candidate 
Luis  Donaldo  Colosio  had 
been  assassinated  just  a 
week  before,  and  black 
ribbons  still  hung  from 
the  headquarters  of  the  Institutional  Rev- 
olutionary Party  (PRI).  But  the  political 
machine  that  has  dominated  Mexican  pol- 
itics for  six  decades  was  cranking  up  af- 
ter its  biggest  blow  ever.  As  cameras 
whirred,  party  leaders  presented  their 
new  candidate:  former  Edu- 
cation Secretary  Ernesto 
Zedillo  Ponce  de  Leon. 

From  Monterrey  to  Mon- 
treal, investors  sighed  with 
relief  after  learning  one  of 
President  Carlos  Salinas  de 
Gortari's  closest  aides  had 
won  the  nomination.  The 
Mexican  stock  market  re- 
bounded slightly  on  the 
news,  and  the  beleaguered 
peso,  which  had  dropped  8% 
in  the  first  three  months  of 
the  year,  turned  stable.  The 
relief  was  understandable. 
After  all,  1994  has  so  far  been 
one  of  the  grimmest  periods 
in  the  country's  history,  as 
Mexico  rocked  from  armed  re- 
bellion in  the  south,  kidnap- 
pings in  the  capital,  and  assas- 
sination in  the  north. 

But  the  choice  of  Zedillo 
may  solve  few  problems.  True, 
Salinas  stanched  a  panicky 
sense  of  drift  by  moving  quickly.  And  he 
ensured  that  Mexico's  economic  discipline 
would  remain  a  high  priority.  But  Zedillo, 
a  Yale  PhD  in  economics,  is  a  career  tech- 
nocrat with  virtually  no  political  experi- 
ence. While  he  is  an  expert  at  slashing 
deficits  and  engineering  complex  debt 
swaps,  what  the  country  needs  now  is  a 
bold  leader  and  political  wizard. 

Troubles  are  mounting  on  all  sides. 


ZEDILLO 
A  TECHNOCRAT 
WITH  UNTESTED 
LEADERSHIP 
SKILLS 


The  PRI  itself  is  in  deep  crisis  as  the  Sali- 
nas free-market  liberals  do  battle  with 
old-line  party  bosses.  From  the  left,  the 
PRI  candidate  will  have  to  cope  with 
growing  clamor  from  Chiapas  campesi- 
nos  to  urban  workers  who  want  more 
say  in  politics  and  a  piece  of  Mexico's 
long-promised  prosperity.  Zedillo  is  not 
blind  to  the  problems  and  spoke  of  Mex- 
ico's "age-old  injustices  and  new  demands" 
in  his  acceptance  speech.  Still,  his  strong- 
est suit  may  be  in  calming 
Mexico's  newest  constituent, 
international  investors,  who 
parked  $15.6  billion  in  the 
country  in  199-3. 

Mexico,  it  turns  out,  is 
not  the  airbrushed  manufac- 
turing and  trading  dynamo 
portrayed  by  Salinas  and 
his  team  of  Ivy  Leaguers  in 
the  past  five  years.  Indeed, 
Zedillo  must  navigate  a  po- 
litical and  social  jungle.  Un- 
der Salinas'  economic  re- 
forms, the  gap  between  rich 
and  poor  widened.  One  re- 
sult is  the  uprising  in  Chiapas. 
At  the  same  time,  moderniza- 
tion fractured  much  of  the 
PRl's  power  structure,  which 
thrived  on  closed  markets  and 
patronage.  All  this  guarantees 
a  bruising  election,  set  for 
Aug.  21,  as  Zedillo  and  the  PRI 
run  for  their  political  lives. 
It  doesn't  help  that  1994  is 
looking  like  an  economic  dud.  It  was  sup- 
posed to  be  the  year  Mexico  began  har- 
vesting the  fruits  of  the  North  Ameri- 
can Free  Trade  Agreement— foreign 
investment,  increased  trade,  and  greater 
prosperity.  Instead,  it  promises  to  be  a 
second  straight  year  of  sluggish  growth, 
in  which  the  government  will  be  hard- 
pressed  to  pay  for  urgent  social  pro- 
grams. Investors  are  already  in  a  wait- 


and-see  mode  until  after  the  elect 
In  the  midst  of  crisis,  Mexico's  tecl 
crats  have  once  again  prevailed,  tun 
their  talents  to  damage  control.  T 
prevented  a  run  on  the  peso  and  \f 
the  bolsa  on  course,  with  help  from  W 
ington.  But  the  next  period  will  ti 
test  their  mettle.  Before,  legislative 
proval  of  their  initiatives  was  a  giver 
"VICIOUS  CYCLE."  Now,  in  the  new,  in 
tient  Mexico,  they  will  have  to  weigh 
political  cost  of  each  move.  Adept  at 
ting  inflation  and  reducing  the  defi 
the  team  must  now  take  far  more 
gressive  steps  to  stimulate  the  econc 
out  of  its  current  no-growth  stage 
stimulus  package  of  tax  breaks  and  pii 
works  projects  has  had  negligible  efl 
on  the  first  quarter's  economic  activity 
can't  believe  I'm  living  in  the  same  co 


ii People  were  starting  to  think  that  Mexico  ^ 
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WHAT  MEXICO'S 
NEXT  PRESIDENT 
MIGHT  DO 

RENEGOTIATE  THE 
SOCIAL  PACT 

Ease  up  on  anti-inflation  austerity 
imposed  over  the  past  six  years,  allow- 
ing wages  to  rise  more  rapidly  and 
giving  labor  a  bigger  voice. 

PUSH  MORE 
PRIVATIZATION 

►  Finish  state  sell-off s  in  ports  and 
electrical  sector  to  raise  money  for 
more  social  spending.  Maybe  throw 
in  more  oil-related  assets  to  sweeten 
the  pot. 

STIMULATE  GROWTH 

At  the  risk  of  aggravating  inflation, 
spend  more  on  public  works  projects 
and  adopt  aggressive  industrial  policy 
to  help  sectors  threatened  by  in- 
creased imports  under  NAFTA. 

OPEN  UP  GOVERNMENT 

■ 

Invite  one  or  two  opposition  party 

I leaders  onto  the  Cabinet  to  prove  good 
faith  in  reforming  political  system. 
DATA:  BUSINESS  WEEK 


3  the  officials  who  say  a 
ery  is  in  sight,"  grumbles 
•mist  Jesus  Reyes  He- 
of  Mexico  City  consul- 
Grupo  de  Economistas  y 
iados.  "They  are  well 
3d  to  stabilize  but  not  to 
eer  a  recovery." 
lile  Zedillo  launches  his 
iaign,  Salinas  is  under 
ure  to  deliver  some  economic  relief 
sxicans  before  they  go  to  the  polls. 
1  he  took  office  in  1988,  Salinas 
;ed  to  generate  6%  annual  growth, 
ig  chosen  to  make  inflation  enemy 
1,  however,  he  has  averaged  just 
growth  in  gross  domestic  product— 
slightly  above  Mexico's  population 
5.  Last  year,  the  economy  grew  by 
0.4%.  At  that  rate,  Mexico  can't  ere- 


POLITICS 
THE  PRI  IS  IN 
CRISIS,  PRESSED 
ON  THE  LEFT 
AND  RIGHT 


ate  enough  jobs  for  the  nearly 
1  million  people  entering  the 
workforce  every  year.  "As  long 
as  we  have  no  growth,  we'll 
be  caught  in  a  vicious  cycle  of 
social  and  political  unrest,"  says 
Reyes  Heroles.  He  suggests 
public  works  programs  and 
more  privatization— right  away. 
The  extra  spending  will 
weigh  on  the  peso,  which  declined  8% 
from  January  through  March.  Soon,  there 
may  be  little  choice  but  to  devalue,  ac- 
cepting higher  inflation  in  exchange  for 
higher  growth.  The  downside,  of  course, 
is  that,  on  top  of  spooking  investors,  a 
drop  in  the  peso  would  hurt  business. 
George  Santana,  senior  Latin  American 
analyst  for  Merrill  Lynch  &  Co.,  says  the 
peso's  slide  may  have  cost  Mexican  com- 


panies $850  million  in  currency  losses. 

What's  more,  Mexico's  draw  for  the 
billions  in  international  portfolio  invest- 
ment could  diminish.  True,  many  inves- 
tors remain  bullish  about  prospects  for 
blue-chip  Mexican  companies  such  as  Tele- 
fonos  de  Mexico  and  Banamex.  Further 
restructuring,  a  bigger  North  American 
market,  and  low-cost  labor  are  fundamen- 
tals they  think  they  can  count  on. 

But  even  so,  money  pouring  into  corpo- 
rate and  government  debt  will  be  a  lot 
more  sensitive  to  political  tremors  and 
will  force  Mexican  borrowers  to  pay  a 
risk  premium.  "People  were  stalling  to 
think  that  Mexico  was  South  Texas.  It 
won't  be  that  for  years  to  come,"  says 
Richard  M.  Johnston,  director  of  Latin 
American  investments  at  Offitbank,  a 
New  York  private  bank,  who  has  been 


th  Texas.  It  won't  be  that  for  years  to  come  J  J 
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pulling  mod- 
est amounts  out  of  Mexico  in  favor  of 
Argentina,  Brazil,  and  Colombia. 

The  government  also  may  have  to  re- 
lax its  lid  on  wages.  For  the  past  five 
years,  the  major  anti-inflation  weapon 
has  been  el  ■pacta,  an  annual  negotiation  in 
which  labor  and  the  private  sector  were 
pushed  to  agree  on  price  and  wage  caps 
below  projected  inflation.  Now,  labor  is 
likely  to  join  the  growing  chorus  of  voic- 
es fed  up  with  austerity.  Strikes  and  oth- 
er actions  could  flare  up  as  demands  clash 
with  companies  reeling  from  the  recession 
that  began  in  the  third  quarter  of  1993. 
But  policymakers  will  be  loath  to  jeopar- 
dize Mexico's  low-wage  advantage  in  the 
global  economy. 

Finally,  although  spending  on  social 
programs  has  risen  from  32%  of  the  bud- 
get to  more  than  50%  during  Salinas' 
term,  the  government  must  do  more.  The 
big  question  is  how  to  do  so  without  ag- 


THE  ECONOMY 
MANY  SKITTISH  FOREIGN 
INVESTORS  ARE  IN  A 
WAIT-AND-SEE  MODE 


gravating  inflation  or  blowing  the  budget 
that  Salinas  worked  so  hard  to  balance. 
The  government  recently  raised  more 
than  $1  billion  by  quietly  selling  off  its  re- 
maining shares  in  Telmex,  the  privatized 
telephone  company.  Next,  it  plans  to  un- 
load its  holdings  in  several  privatized 
banks.  Officials  also  could  privatize  the 
federal  electric  monopoly  or  parts  of  Pem- 
ex,  the  state  oil  company— or  let  the  com- 
panies operate  as  if  they  were  private. 
DECENTRALIZATION.  If  they  can  do  any- 
thing, Salinas'  whiz  kids  can  make  the 
economic  center  hold.  What  threatens 
their  grip  now  is  politics.  In  many  ways, 
the  problems  are  of  Salinas'  own  mak- 
ing. With  his  vision  of  a  modern  Mexico 
and  its  North  American  alliance,  he  raised 
expectations.  Yet,  apart  from  attacking 
inflation,  he  hasn't  delivered  much  to  the 
poor— nearly  half  of  all  Mexicans.  Soli- 
darity, Salinas'  much-bally hooed  antipov- 
erty  program,  was  supposed  to  respond 


REFORM 
THROUGH  EL 
PACTO,  THE 
G0VERNMEN1 
MUST  LET 
WAGES  RISE 

to  the  needs  of  1 
underclass.  Thousa 
of  ads  went  out  oil 
and  radio.  But  of  I 
millions  who  ha 
them,  only  a  sib 
percentage  receil 
any  benefits.  Says! 
tra  Carrillo,  58,  who  tried  to  get  the  J 
eminent  to  put  a  sewage  system  inl 
shantytown  outside  Guadalajara:  "I  gm 
you  have  to  have  money  or  connect! 
to  get  a  Solidarity  project." 

Only  the  boldest  of  moves  can  cil 
such  cynicism.  One  plan  floating  aroi 
Mexico  City  think  tanks  is  to  radicl 
decentralize  the  state.  As  it  is,  the  fel 
al  government  dominates:  Only  16^ 
all  federal  tax  revenues  are  sent  baci 
states  and  municipalities.  If  that  peri 
age  were  increased  to  50%,  commun: 
would  have  more  say  over  how  their 
money  was  spent,  and  local  officials  wi 
be  held  more  accountable  for  their 
tions.  Not  only  would  local  economies 
a  boost  but  the  PRl's  grip  on  power  w<| 
be  loosened. 

Another  step  toward  regaining  ti 
would  be  electoral  reform.  Thanks 
large  part  to  the  Chiapas  uprising,  Mi 
co's  leading  parties  have  agreed  in  prB 
pie  to  major-  reforms  in  the  electoral  ■ 
including  making  the  Federal  Electa 
Institute  independent  of  government  ■ 
trol.  "Even  with  these  reforms,  the  fl  I 
eminent  could  commit  fraud,"  says  A  I 
fo  Aguilar  Zinser,  a  top  adviser  I 
presidential  candidate  Cuauhtemoc  (I 
denas,  Zedillo's  chief  opponent.  "Bui 
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we'd  have  an  independent  commis- 
to  investigate  our  complaints." 
Zedillo  has  a  chance  of  losing,  unlike- 
s  it  is,  it  will  be  to  Cardenas,  who 
■i  believe  actually  won  the  1988  elec- 
instead  of  Salinas.  Cardenas,  who 
Is  the  Democratic  Revolutionary  Par- 
as been  modifying  his  populist  rheto- 
nd  now  says  he  would  continue  many 
Salinas'  free-market  reforms.  He 
ned  Monterrey  industrialists  in  a  re- 
speech  by  saying  he  now  supports 
trade,  foreign  investment,  and  some 
atizations. 

ne  thing  that  Zedillo,  42,  has  going 
dm  is  his  modest  background,  which 
ild  appeal  to  the  average  Mexican. 

son  of  an  electrician,  Zedillo  grew 
ear  the  California  border,  in  Mexica- 
lling  eggs  and  fabric  samples  door-to- 

to  help  his  family.  After  college,  he 
it  most  of  his  government  career 
ng  Mexico  straighten  out  its  finances. 
1GING  history.  But  his  most  recent 
.  was  as  Education  Secretary,  where 
tors  hoped  he  would  get  his  political 
ism.  Indeed,  he  negotiated  educa- 
il  reforms  with  the  powerful,  1  mil- 
member  teachers'  union.  But  he  fum- 

his  biggest  crisis.  When  the  Army 
others  objected  to  textbooks  blaming 
l  for  killing  hundreds  in  the  1968  stu- 

protests,  Zedillo  removed  the  of- 
ing  passage.  The  books  students  now 

stop  history  26  years  ago. 
s  the  political  neophyte  launches  his 
Daign,  he  must  patch  together  sup- 
in  an  unsettled  climate— a  job  that 
•  y  veteran  Colosio  was  struggling 
.  A  day  after  his  nomination,  a  news- 
t  cartoon  showed  a  wan  and  cower- 
Zedillo  accepting  the  candidacy  for 
lager  of  the  Republic."  To  earn  re- 
t,  he'll  have  to  free  himself  in  the 
ng  months  from  his  powerful  patron, 
las— and  from  the  ghost  of  the  mar- 
d  Colosio— and  find  his  own  voice, 
daunting  challenge  is  to  win  the  Au- 

balloting  in  the  cleanest  election 
ico  has  ever  held. 

y  Geri  Smith  in  Mexico  City,  with 
hm  Baker  in  Guadalajara  and  William 
gall  in  New  York 
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Commentary/by  Steve  Baker 

ANOTHER  CHALLENGE  FOR  THE  PRI: 
THE  AGE  OF  OPENNESS 


«tSffjS^Tu)F  c<»" 


It  was  an  odd  place  for 
a  business  lunch— a 
pool  hall  in  seedy 
downtown  Tijuana.  But 
my  contact  there  on 
that  scorching  summer  day  six  years 
ago  wasn't  the  usual  business  source. 
He  was  a  human  rights  activist  named 
Jose  Luis  Perez  Canchola.  After  lunch, 
he  drove  me  in  a  battered  Volkswagen 
bug  around  the  shantytowns,  showing 
me  the  grim  underside  of  the  maquila- 
dora  boom.  Back  in  those  days,  the 
tightly  controlled  media  paid  scant  at- 
tention to  people  like  Perez  Canchola. 
His  only  outlet  was  the  foreign  press. 

In  one  of  those  shantytowns, 
on  Mar.  23,  a  gunman 
killed  presidential  can- 
didate Luis  Donaldo  Co- 
losio. Two  hours  later, 
the  accused  assassin 
faced  questioning  at  po- 
lice headquarters.  At 
these  delicate  proceed- 
ings, which  involved  the 
very  future  of  Mexico  and 
its  ruling  party,  sat  Tijua- 
na's Human  Rights  Om- 
budsman, Perez  Canchola. 
visibility.  His  rise  from 
the  pool  hall  to  power  dra- 
matizes the  enormous 
changes  in  Mexico  over  the 
past  six  years.  The  market 
opening  with  the  U.  S.  and 
Canada  has  forced  Mexico 
to  unshroud  its  political  sys- 
tem to  international  scruti 
ny.  This  has  created  a  key 
role  for  rights  activists,  who  now  serve 
as  Mexico's  political  auditors.  And  the 
long-submissive  press  now  raises  ques- 
tions it  never  before  dared:  Three  days 
after  the  assassination,  a  TV  reporter 
thrust  a  microphone  before  the  Attor- 
ney General  and  asked  if  the  accused 
killer  was  a  federal  cop. 

This  openness  makes  life  difficult 
for  Colosio's  successor,  Ernesto  Zedillo 
Ponce  de  Leon.  He  can  no  longer  con- 
trol information  as  his  predecessors 
did.  He  has  to  deal  with  armed  peas- 
ants who  have  become  TV  stars  and 
with  a  new  national  newspaper,  Refor- 
ma,  which  flouts  news  blackouts  on 
kidnappings.  Even  if  Zedillo  wanted  to 
control  the  news,  he  would  fail.  Infor- 
mation now  pours  across  borders  and 
bounces  off  satellites,  changing  forever 


the  way  Mexicans  learn  about  their 
country.  This  week,  for  example,  it 
was  photos  from  The  San  Diego 
Union-Tribune  that  fed  speculation  that 
security  guards  were  implicated.  And 
even  if  Mexican  TV  blacked  out  the 
guerrillas,  many  Mexicans  with  cable 
could  still  catch  the  charismatic  Sub- 
comandante  Marcos  on  60  Minutes. 

This  is  radical  change  for  Mexico. 
It  used  to  be  that  only  a  small  coterie 
of  insiders  got  the  straight  story,  while 
everyone  else  heard  the  official  ver- 
sion. With  more  openness  coming, 
Mexico's  new  leaders  will  have  to  con- 
vince, not  control. 


Bin**" 

GasteflB) 


•Podi 

R 

a 


La  Jornada 


9 


EL  FINANCIERO 

Economia  EstabS:  Mancera 

Apn>r»  Total  at  liwwm^   1  LutoikiMnJ.  a   .  ,  


Their  audience  includes  not 
only  voters  but  also  hundreds  of  thou- 
sands of  international  investors  whose 
money  sustains  Mexico's  economy. 

The  key  to  meeting  that  challenge  is 
credibility.  To  win  it,  the  government 
will  be  releasing  some  ugly  truths 
about  itself.  Some  might  emerge  from 
the  Colosio  investigation,  others  from 
the  election,  monitored  for  the  first 
time  by  international  observers.  For 
Zedillo  &  Co.,  the  process  is  bound  to 
be  unpleasant,  even  unsettling.  But 
they  can  benefit  from  renewed  credibil- 
ity and  take  comfort  from  the  rest  of 
the  world.  After  all,  they're  not  alone. 

Baker  was  Mexico  City  Bureau  Chief 
from  1987  to  1992. 
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TRADE  I 


TURNING  THE 
SCREW  ON  JAPAN 

Still  smarting  over  trade  policy,  the 
U.S.  will  increase  pressure  bit  by  bit 

ver  since  Bill  Clinton  strode  from 
the  negotiating  table  at  the  U.  S.- 
I. Japan  summit  in  Washington  on 
Feb.  11,  the  Administration  has  been 
waiting  for  a  Japanese  concession  to  get 
trade  talks  back  on  track.  Hopes  were 
raised  on  Mar.  29,  when  Prime  Minister 
Morihiro  Hosokawa  called  President 
Clinton  to  tell  him  of  yet  another  Tokyo 
economic  package  aimed  at  untangling 
Japan's  regulatory  maze  and  stimulat- 
ing demand  for  foreign  imports. 

Japanese  bureaucrats  followed  up  with 
a  blizzard  of  English-language  documents 
and  briefings  for  the  press,  hyping  the 
latest  in  a  series  of  "external  economic- 
reform  measures."  But  the  offensive  im- 
pressed neither  business  nor  the  Admin- 
istration. "The  champagne  bottles  are 
still  in  the  refrigerator,"  says  William  R. 
Farrell,  executive  director  of  the  Cham- 
ber of  Commerce  in  Japan.  Adds  U.  S. 
Trade  Representative  Mickey  Kantor: 
"These  measures  are  not  enough." 
IMPORT  BOOSTER.  The  package  does  call 
for  a  firm  five-year  deregulation  plan, 
procurement  reforms  designed  to  boost 
imports,  and  provisions  to  use  basic  sta- 
tistical measures  to  assess  progress  in 
opening  markets— one  of  Japan's  few 
concessions  to  U.  S.  demands  for  the  use 
of  "numerical  indicators."  Still,  the  stage 
is  now  set  for  a  slow  ratcheting  up  of 
U.  S.  pressure  on  Japan,  likely  to  contin- 
ue until  Clinton  meets  with  the  Japa- 
nese Prime  Minister  in  July. 

The  U.  S.  response  will  be  measured— 
but  increasingly  menacing.  On  Mar.  31, 
the  Clintonites  are  expected  to  release  a 
report  that  would  document  collusive 
and  obstructionist  Japanese  trade  prac- 
tices. On  Apr.  30,  the  U.  S.  must  de- 
clare whether  it  will  pursue  formal  pro- 
ceedings against  Japan  for  violating 
intellectual  property  rights  and  main- 
taining closed  government  procurement 
markets.  And  U.  S.  trade  officials  pri- 
vately have  been  telling  business  that 
they  welcome  industry  filings  of  so-called 
Section  301  actions  against  Japan,  which 
would  prompt  additional  probes. 

Washington  sees  the  latest  Japanese 
scheme  as  largely  a  rehash  of  previous 
proposals.  The  plan  restated  the  govern- 
ment's commitment  to  achieve  a  "highly 
significant  decrease"  in  Japan's  current 


NISSAN  ANNOUNCED  THAT  IT  WOULD  PROCURE  $4.3  BILLION  OF  FOREIGN  PARTS  BY  1997 


account  surplus.  It  repeats  an  official 
forecast  that  Japan's  current  account  sur- 
plus for  the  fiscal  year  just  started  will 
decline  to  $131  billion,  or  2.8%  of  gross 
domestic  product,  from  3.1%  of  GDP  for 
the  fiscal  year  just  ended.  But  the  Japa- 
nese government's  growth  estimates  re- 
main higher  than  virtually  anyone  else's, 
thus  inflating  the  effect. 

Additional  macroeconomic  proposals 
include  the  possible  addition  by  June  of 
SI  trillion  to  Japan's  1990s  public- works 
budget  of  $4.1  trillion  and  the  extension 
of  a  one-year  personal  income-tax  cut. 
But  the  Ministry  of  Finance  may  op- 
pose more  public  works  spending. 

Finally,  the  Japanese  government  de- 
clared it  will  promote  procurement  of 
American  auto  parts  by  Japanese  manu- 
facturers and  ease  entry  of  finished  U.  S. 
cars  into  Japan.  These  pledges  were 
backed  by  announcements  from  Japan's 
auto  makers  of  increased  purchases  of 


i: 


foreign-made  parts.  Nissan  Motor 
for  example,  declared  that  its  dome 
and  U.  S.  operations  would  procure 
billion  of  foreign  parts  by  1997,  an 
increase  from  this  year.  Autos  and  e  s 
parts  account  for  almost  two-thirds 
the  U.  S.  trade  deficit  with  Japan. 
weak  EFFORT.  But  U.  S.  trade  offi# 
scoff  at  the  voluntary  plans,  contenc 
the  proposed  purchases  fall  far  shor 
the  20%-a-year  increases  sought  by 
U.  S.  "All  it  shows  is  that  they  are  w<  ¥ 
ing  hand  in  hand  with  miti,"  sneers  < 

Japanese  officials  insist  they  h 
done  their  best.  "We  did  the  maxin 
we  could  come  up  with,"  says  a  Japar 
Foreign  Ministry  official.  But  for 
Clintonites,  it's  far  from  enough.  J> 
comes  phase  two  of  the  Administratis 
high-stakes  war  of  nerves. 

By  Robert  Neff  in  Tokyo  and  Daw  W 
Harbrecht  in  Washington,  with  Jame. 
Treece  in  Detroit 


TRADE  I 


NAFTA  ALREADY  LOOKS 
FRAYED  AT  THE  NORTHERN 


Trade  disputes  with  Canada  are  increasing — in  number  and  rancor 


H  n  theory,  the  North  American  Free 
H  Trade  Agreement  (NAFTA)  was  sup- 
H  posed  to  usher  in  an  era  of  conti- 
nental trade  peace.  But  with  the  ink 
barely  dry  on  the  deal,  the  U.  S.  is  em- 
broiled in  a  growing  number  of  trade 
disputes  with  Canada— over  everything 
from  lumber  and  uranium  to  eggs,  but- 
ter, and  chicken.  The  two  countries, 
which  maintain  the  world's  largest  trad- 
ing relationship,  are  so  far  apart  on  beer 


and  wheat  that  the  U.  S.  is  threater 
to  take  unilateral  action  against  C 
dian  imports. 

And  that  could  be  enough  to  set  0 
series  of  serious  trade  skirmishes 
tween  the  two  nations,  which  annu 
exchange  about  $210  billion  wort! 
goods.  "There  is  the  potential  for  a  v  1 
explosive  confrontation,"  worries  fori  ei 
Canadian  Ambassador  Gordon  Rite  1 
who  helped  negotiate  the  1989  U.  S.-(  I 


i 
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ree  Trade  Agreement,  which  laid 
mndation  for  NAFTA.  "We  have 
serious  disagreements,"  admits 
Ambassador  to  Canada  James 
ard,  "but  I  think  we  can  still  work 

flit." 

Mar.  29,  the  two  sides  reached 
ich  a  compromise  on  telecommuni- 
5.  In  response  to  complaints  from 
hat  the  Canadian  market  is  rigged 
or  Northern  Telecom  Ltd.,  Bell 
a  agreed  to  terminate  its  "pre- 
supplier"  arrangement  with 
srn,  which  dates  back  to  1939.  In 
„  the  U.  S.  will  help  Northern  ex- 
.s  U.  S.-made  products, 
t's  one  problem  solved.  But,  con- 
Blanchard,  "the  number  of  trade 
lints  is  rising  right  along  with  the 
5  of  trade."  Indeed,  a  recent  study 
2  University  of 


sue  deadlocked,  U.  S.  Agriculture  Secre- 
tary Mike  Espy  has  said  he  may  well 
have  to  act  unilaterally  on  wheat.  If  he 
does,  "Canada  would  have  no  choice  but 
to  defend  itself  by  every  means  avail- 
able," warns  Canadian  Agriculture  Min- 
ister Ralph  Goodale. 

Beer  wars  also  are  brewing  between 
the  two  countries.  Last  August,  the 
U.  S.  and  Canada  agreed  on  a  plan  that 
would  give  U.  S.  brewers  greater  access 
to  the  Canada  market.  Nonetheless,  U.  S. 
beer  exports  to  Canada  plunged  40%, 
to  6.5  million  gallons  last  year,  even 
while  U.  S.  imports  of  Canadian  beer 
soared  21%,  to  over  80  million  gallons. 
"We  now  ship  more  beer  to  Japan  than 
we  do  to  Canada,"  fumes  Randy  J. 
Smith,  general  counsel  for  G.  Heileman 
Brewing  Co.  of  La  Crosse,  Wis.  The 


.5.  FARMERS  PROTESTING 


i  to  found  that 
a  launched  13 
mping  and  oth- 
air  trade  investi- 
s  against  the 
iuring  the  past 
'ears,  up  from 
during  1990  and 
n  the  same  peri- 
he   number  of 

investigations 
>ubled.  The  mes- 
Both  sides  "are 
singly  trying  to 
ade  laws  to  deal 
ompetitors  from 
I, /her  side,"  says 
Alexandroff,  a 

expert  at  the 
s  Center  for  International  Studies. 
:  most  volatile  current  dispute  in- 
;  agricultural  trade.  Canada  has 
1  to  eliminate  the  import  quotas 
ave  long  sheltered  its  dairy,  egg, 
oultry  farmers.  But  it  wants  to 
e  the  quotas  with  tariffs  so  high— 
on  butter— that  its  market  would 
n  all  but  closed. 

)LE  brewing.  Meanwhile,  U.  S. 

producers  are  up  in  arms  over 
g  imports  of  Canadian  wheat.  This 
Canada  is  expected  to  ship  2.6  mil- 
letric  tons  of  wheat  to  the  U.  S., 
m  just  over  1  million  in  1992.  U.  S. 
rs  charge  that  the 
ian  wheat  is  un- 

subsidized  and 
;he  imports  cost 

producers  hun- 
of  millions  of  dol- 
n  income  every 
'There  is  no  alter- 
!  now  but  unilat- 
ition  by  the  U.  S." 
it  wheat  imports, 
Senator  Kent  Con- 
)-N.D.). 

h  talks  on  the  is- 
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A  BILLIONS  OF  DOLLARS 
DATA:  COMMERCE  DEPT.,  INTERNATIONAL  TRADE  ADMINISTRATION 


U.  S.  says  it  may  impose  punitive  duties 
on  Canadian  beer,  effectively  closing  the 
border. 

Then  there's  the  long-running  dispute 
over  lumber.  Canada  exports  some  $5 
billion  worth  south  of  the  border  every 
year.  Since  1992,  the  U.  S.  has  collected 
about  $500  million  in  duties  on  Cana- 
dian lumber.  But  if  the  U.  S.  can't  soon 
prove  that  the  lumber  is  subsidized— as 
NAFTA  requires— the  duties  will  have  to 
be  refunded.  A  binational  panel  has 
ruled  that  Canada  in  fact  doesn't  subsi- 
dize its  lumber.  But  the  U.  S.  plans  to 
challenge  the  finding  before  an  Apr.  6 
deadline. 

No  one  is  suggesting 
that  the  bickering  be- 
tween the  U.  S.  and 
Canada  is  likely  to 
erupt  into  a  full-fledged 
trade  war.  But  the  dis- 
putes are  ample  evi- 
dence that  a  free-trade 
agreement  is  hardly 
enough  to  guarantee 
peace. 

By  William  C.  Sy- 
monds  in  Toronto 


TOURISM  I 


SAYONARA 
TO  LA-LA-LAND 


Southern  California  street  crime  is 
scaring  off  Japanese  tourists 


The  Los  Angeles  Police  Protective 
League,  the  city's  police  union,  re- 
cently came  up  with  a  bargaining 
tactic  in  labor  negotiations  that's  likely 
to  go  unused.  To  prod  negotiations 
along,  L.  A.'s  finest  threatened  to  dis- 
tribute videotapes  overseas,  warning 
crime-sensitive  tourists  to  stay  away.  In 
Japan,  the  message  would  be  redundant. 
On  Mar.  25,  two  Japanese  students  were 
gunned  down  in  a  brutal  carjacking  in 
nearby  San  Pedro.  Now,  Japanese  tour- 
ists threaten  to  avoid  L.  A.  in  droves. 

Japanese  tourists  account  for  16%  of 
the  $8  billion  Southern  California  tourism 
industry.  Even  before  the  murders, 
which  received  wide  attention  in  Japan, 
tourists  were  skittish  about  crime  and 
earthquakes  in  Southern  California.  De- 
spite bargain  airfares  and  package  deals, 
Japan  Travel  Bureau  International,  a 
Tokyo  travel  agent,  saw  its  bookings  to 
California  decline  5%  in  April  vs.  the 
year  before.  Meanwhile,  trips  to  Aus- 
tralia and  Guam,  which  are  closer  to  Ja- 
pan and  considered  safer,  are  up  30%. 
Laments  Kenji  Yoshimoto,  general  man- 
ager of  the  New  Otani  Hotel  in  Los  An- 
geles, which  caters  to  Japanese:  "It's 
not  dramatic  or  quick.  But  the  image 
here  is  slowly  becoming  tarnished." 
SOCCER  GOAL.  The  problems  began  after 
the  1992  riots,  when  Japanese  tourism  in 
California  dropped  off  a  hefty  15%.  Visits 
from  Japanese  picked  up  again  last  year. 
But  Japan's  weakened  economy,  coupled 
with  new  concerns  about  U.  S.  crime, 
could  drive  down  Japanese  visits  to  the 
region  by  10%  in  1994,  worries  Michael 
Collins,  senior  vice-president  of  the  Los 
Angeles  Convention  &  Visitors  Bureau. 
The  main  hope  of  local  boosters:  that 
the  World  Cup  soccer  games,  to  be  held 
in  Los  Angeles  and  other  U.  S.  cities 
this  summer,  will  help  offset  some  of 
the  recent  falloff.  But  the  San  Pedro 
slayings  "are  definitely  going  to  hurt 
business,"  says  Collins.  "That's  the  hon- 
est answer." 

Just  ask  Azusa  Seo,  28,  an  assistant 
trader  in  Tokyo  who  has  been  to  Los 
Angeles  several  times.  Now,  she  says,  "it 
scares  me"  that  the  students  in  San  Pe- 
dro might  have  been  killed  "because 
they  were  Japanese."  Her  next  destina- 
tion? She's  considering  Okinawa. 

By  Eric  Schine  in  Los  Angeles,  with 
Hiromi  Uchida  in  Tokyo 
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SOCIAL  ISSUES  I 


SMOKER-FRIENDLY 
RESTAURANTS  ARE 
BECOMING  RARE 


IS  THE  SMOKING  LAMP 
GOING  OUT  FOR  GOOD? 


Never  has  the  tobacco  industry  been  so  beleaguered,  nor  its  foes  so  bold 


When  Atlantan  Matt  Shade's  of- 
fice went  smoke-free,  the  self- 
described  pack-a-day  Winston 
addict  took  forced  exile  in  stride, 
trekking  outside  to  accommodate  non- 
smokers.  But  when  it  comes  to  the  $1.25 
per-pack  cigarette  tax  increase  proposed 
to  pay  for  health-care  reform,  his  mag- 
nanimity goes  up  in  smoke.  "It's  unfair," 
gripes  Shade,  a  smoker  for  13  years. 
"It's  an  assault  on  people  who  smoke." 

It  sure  is.  After  two  decades  of  low- 
grade  pressure,  smokers  and  the  tobacco 
companies  they  buy  from  suddenly  are 
under  full-scale  attack.  On  Mar.  25,  a 
few  days  after  the  new  tax  cleared  a 
House  subcommittee,  Food  &  Drug  Ad- 
ministration Commissioner  David  A. 
Kessler  asked  Congress  for  guidance  on 
regulating  tobacco  as  a  controlled  sub- 
stance. The  same  morning,  the  Labor 
Dept.  proposed  a  virtual  ban  on  smoking 
in  the  nation's  6  million  private  work- 
places. More  than  500  communities,  in- 
cluding Los  Angeles  and  San  Francisco, 
and  the  state  of  Vermont,  have  already 
restricted  smoking  in  malls,  restaurants, 
and  other  public  places.  "We  haven't  seen 
anything  of  this  intensity  in  a  while, 
probably  ever,"  laments  a  spokeswoman 
for  R.J.  Reynolds  Tobacco  Co. 

Will  all  this  cripple  the  $45  billion  to- 
bacco industry?  The  onslaught  on  so 
many  fronts  is  forcing  even  the  biggest 


producers  into  wrenching  structural  and 
tactical  changes.  Hefty  new  taxes  will 
rein  in  price  increases  and  cut  sharply 
into  demand.  A  forced  exodus  to  for- 
eign markets  will  crimp  margins  and 
require  heavy  investments. 
FIGHTING  BACK.  The  upshot:  a  dreary 
outlook  through  the  year  2000.  Earn- 
ings growth  likely  will  fall  to  3%  or  4%  a 
year,  analysts  now  believe,  a  far  cry 
from  the  double-digit 
increases  producers 
enjoyed  through 
much  of  the  '80s.  Do- 
mestic sales  could 
drop  by  more  than 
20%.  Cigarette  mak- 
ers that  once  raised 
prices  10%  or  more 
several  times  a  year 
will  have  to  make 
due  with  5%  annual 
upticks,  at  best. 
Squeezed  by  tighten 


by  Philip  Morris  against  ABC  Inc.  m 
most  recent  action,  abc's  Day  Onein 
gram  had  charged  tobacco  compif 
with  rigging  nicotine  levels.  Meanvil 
manufacturers  are  dispatching  loblist 
and  going  grassroots,  even  distribii 
anti-FDA  leaflets  at  convenience  sm 
nationwide.  For  the  first  time,  tblt 
bacco  companies  are  enlisting  help  $ 
nontobacco  employees  to  lobby  Con» 
But  Washington  appears  distinctly 
sympathetic.  Congress  is  consider,^ 
bill  that  would  further  clamp  dowft 
advertising,  beef  up  warnings  al 
health  risks,  and  prohibit  free  sarrH 
Another  measure  would  require  thcT? 
to  regulate  tobacco— in  case  Kel 
doesn't  take  that  step  on  his  own.  at 
initiatives  still  face  opposition  frorrB 
senior  legislators,  but  the  balanj 
power  in  Congress  is  shifting.  "The! 
ing's  or  the  wall  for  the  industry"! 
Representative  Mike  Synar  (D-Okll 

HEDGING  THEIR  BETS.  With  ClintOlS 

termined  to  fund  universal  health  p 
with  tobacco-tax  revenues,  meanvl 
the  sin  tax  won't  go  away.  EverB 
mildest  likely  outcome,  a  50<P-perB 
federal  hike,  could  cut  cigarette!) 
sumption  by  as  much  as  20%  (boxB 
you  permanently  raise  the  tax  I 
you'll  have  a  permanent  effect  om 
amount  of  smoking,"  says  Michajjs 
Moore,  a  professor  at  Duke  Uni\l 
ty's  Fuqua  School  of  Business. 

Dramatically  higher  excise  taxes  la 
force  premium  brands  to  keep  pip 
prices  low,  dampening  profits.  AncJ 
count  cigarettes  will  lose  allure  as 
prices  come  closer  to  those  of  preij 
brands.  Worse,  cigarette  smokers  n 
switch  to  other  tobacco  products,  sum 
cigars  or  chewing  tobacco— products* 
industry  \esa 


THE  VANISHING  HERD 


rAGE  OF  U.S.  POPULATION  18 
ER  THAT  SMOKES  CIGARETTES 
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ing  margins,  heavyweights  Philip  Morris 
Cos.  and  R.  J.  Reynolds  will  be  forced  to 
run  bare-bones  operations  with  fewer 
workers,  while  weaker  players  will  dis- 
appear. Total  industry  employment  could 
fall  by  12%,  according  to  the  Tobacco 
Institute. 

The  industry  is  fighting  back— most 
often  in  the  courts.  The  headline-grab- 
bing $10  billion  libel  suit  filed  on  Mar.  24 


Philip   Morris  j£ 
Reynolds  don't  rft 
Tobacco  prod« 
are    hedging  ■ 
U.  S.  operations 
expanding  over! 
where  Amel 
cigarette  export)<6 
growing  6%  to  « 
year.   But  intifn 
tional  sales  del 
margins  of  just  1 
compared  with! 
in  the  U.  S.,  and  the  gap  is  expect* 
widen.  New  operations  will  requir« 
lions  of  dollars  to  finance  plant! 
struction  and  equipment.  And  h 
subsidies  in  the  U.  S.  make  Ame 
leaf  uncompetitive  in  many  market 
we  don't  change  our  prices  to  com  | 
we're  going  to  go  down  the  tubes," 
William  K.  Collins,  professor  of  cro 
ences  at  North  Carolina  State  Unh| 
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Moreover,  a  new  law  requiring  75% 
egrown  leaf  in  cigarettes  produced 
he  U.  S.  for  domestic  consumption 
invited  retaliation  from  trading 
ners. 

ity  of  cash.  The  courts  probably 
't  provide  a  haven,  either.  The  in- 
ry  prevailed  in  a  major  test  case 
month,  when  a  federal  judge  in  Con- 
icut  threw  out  an  effort  to  force  Mc- 
ald's,  Burger  King,  and  Wendy's  to 
smoking.  Undaunted,  the  antis  are 
nistically  looking  ahead  to  a  Florida 
i  action  filed  by  several  thousand 
t  attendants.  Plaintiff  lawyer  Melvin 


M.  Belli  is  counterattacking  against 
Philip  Morris'  high-profile  libel  suit.  On 
Mar.  30,  Belli  filed  a  $5  billion  class  ac- 
tion blaming  Philip  Morris  and  Reynolds 
for  the  wrongful  deaths  of  thousands  of 
smokers.  "I  would  expect  within  the 
next  decade  the  dam  will  break  from 
the  legal  side,"  predicts  Jack  Hersch  at 
brokerage  firm  M.  J.  Whitman. 

The  tobacco  industry  still  has  one 
great  strength:  cash.  Together,  indus- 
try leaders  Reynolds  and  Philip  Morris 
churned  out  combined  domestic  cash 
flow  of  $4  billion  during  1993.  That  is 
plenty  of  money  to  reinvest  overseas 


and  in  nontobacco  businesses.  It  also 
can  buy  time,  both  in  the  courts  and  in 
the  battle  over  public  policy.  The  com- 
panies vow  to  keep  up  the  fight,  and 
even  their  enemies  aren't  counting  them 
out  yet.  "They  still  have  a  lot  of 
strength,  a  lot  of  money,  and  key  friends 
in  the  key  committees,"  says  Represen- 
tative Richard  J.  Durbin  (D-Ill.)  For  the 
tobacco  industry,  though,  that  may  no 
longer  be  enough. 

By  Maria  Mallory,  with  David  Greising 
in  Atlanta,  Richard  S.  Dunham  and  Mary 
Beth  Regan  in  Washington,  and  bureau 
reports 


Commentary/by  Christopher  Farrell 

THIS  SIN  TAX  IS  WIN-WIN 


n  an  era  of  taxpayer  revolt  and  fis- 
cal constraint,  politicians  have 
latched  on  to  a  revenue  source  that 
lerates  little  controversy  and  enor- 
us  revenue:  tobacco  taxes.  The  Gin- 
Administration  advocates  increas- 
the  federal  excise  tax  on  cigarettes 
99<t  a  pack  from  today's  24<P  to  help 
r  for  health-care  reform.  Fifteen 
tes  raised  their  cigarette  taxes  in 
•al  1993,  and  plenty  more  are  con- 
9ring  similar  measures, 
fet  it's  likely  that  as  the  tobacco 
bandwagon  picks  up  speed, 
ional  and  local  treasuries  will 
1  up  raising  less  revenue 
n  they  expect.  Simply  put 
3  cumulative  impact  from 
rply  higher  prices  could 
,  off  more  consumers 
n  most  people  are  pre- 
ting.  The  less  people 
oke,  the  less  revenue  taxes 
their  cigarettes  will  generate 
NS  quit.  Cigarettes  may  be  addic 
2.  But  like  consumers  of  any  other 
>duct,  such  as  gasoline  and  furni- 
e,  smokers  are  sensitive  to  price, 
ten  cigarette  prices  rose  in  Canada 
an  inflation-adjusted  154%  from  1982 
1992,  per  capita  consumption  fell  by 
i>,  and  smoking  among  teenagers 
ipped  61%.  In  the  U.  S.,  most  studies 
re  found  that  for  every  10%  increase 
the  price  of  a  pack  of  cigarettes, 
nand  falls  by  3%  to  5%.  Most  rev- 
le  projections  on  cigarette  tax  in- 
ases  use  this  model  to  predict  falloff 
iemand  (table). 

'low,  though,  smokers  are  con- 
titing  an  unprecedented  rush  to  tax 
ir  cigs.  Tobacco  levies  passed  during 
1993  legislative  sessions  will  pro- 
e  15%  of  new  state  tax  revenue  in 
al  1994— even  though  cigarette  tax- 
are  less  than  2%  of  state  tax  collec- 


tions nationwide,  according  to  the  Na- 
tional Conference  of  State  Legislatures. 
Several  states,  including  Washington 
and  New  York,  levy  a  tax  above  50<t  a 
pack.  Michigan  voters  recently  ap- 
proved raising  the  state's  tax  to  75<?  a 
pack  to  finance  public  education. 

The  effect  of  this  en  masse  taxation 
isn't  so  easily  predicted,  since  exist- 
ing cigarette  price  studies  in  the  U.  S. 


are  based  on  much 
smaller  increases,  of- 
ten of  less  than  10<£  a 
pack.  Some  econo- 
mists suspect  the  tra- 
ditional price-demand 
relationship  may  no 
longer  apply.  Jeffrey 
Wasserman,  senior  consultant  with 
SysteMetrics,  a  health-care  research 
and  consulting  firm,  believes  large  tax 
increases  will  induce  a  proportionately 
higher  cut  in  cigarette  consumption 
than  smaller  hikes.  And  research  by 
economists  Gary  S.  Becker  (a  business 
WEEK  columnist),  Kevin  M.  Murphy  of 
the  University  of  Chicago,  and  Michael 
Grossman  of  the  City  University  of 
New  York  suggests  that  price  hikes 


have  a  large  cumulative  effect  over 
time.  "Revenues  will  go  up  by  raising 
the  excise  tax,"  says  Grossman.  "But  in 
the  long  run,  revenues  won't  go  up  by 
as  much  as  forecasts  predict." 

It's  not  just  higher  taxes  at  work: 
More  and  more,  smoking  is  becoming 
socially  unacceptable.  Public  sentiment 
is  prompting  antismoking  regulations 
from  New  York  to  California.  Greater 
information  about  health  hazards  is 
contributing  to  the  decline  in  smok- 
ing, especially  among  those  with 
better  educations  and  higher  in- 
comes. A  1991  study  by  Wasser- 
man, Willard  G.  Manning  of  the 
University  of  Minnesota, 
Joseph  P.  Newhouse  of  Har- 
vard University,  and  Rand 
Corp.'s  John  D.  Winkler 
found  that  expanding  smok- 
ing restrictions  from  a  handful 
of  places,  such  as  hospital  wait- 
ing rooms,  to  private  work  sites, 
as  the  Labor  Dept.  now  advocates, 
reduced  smoking  by  about  6%  among 
adults. 

Of  course,  there  are  limits.  Almost 
50  million  Americans  light  up  every 
day,  and  it  isn't  easy  to  quit.  If  tax 
rates  go  too  high,  smokers  will  turn 
to  the  black  market  for  cigarettes,  a 
boon  to  organized  crime  and  a  loss  of 
tax  dollars.  Canada  recently  slashed 
its  $2.69-per-pack  tax  to  cut  down  on 
rampant  smuggling  of  cheap  smokes 
from  the  U.  S.  Still,  if  revenue  gains 
miss  the  mark,  this  fiscal  miscue  will 
largely  reflect  a  laudable  social  suc- 
cess: a  bigger-than-expected  decline  in 
smoking.  With  that,  citizens  will  more 
than  make  up  any  revenue  shortfall  in 
health-care  savings. 
Bring  on  the  tax  hikes. 

Farrell  writes  on  economics  for  BW. 
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THE  MARKET  I 


THE  CHANCES 
REMAIN  SLIGHT 
THAT  INVESTORS 
WILL  CASH  OUT 
OF  THEIR  MUTUAL 
FUNDS,  AN  EVENT 
THAT  WOULD 
BE  LIKELY  TO 
TOUCH  OFF 
PANIC  SELLING 


SMALL-FRY  INVESTORS 
ARE  STILL  SMILING  BRAVELY 


Fundamentals  are  solid,  and  the  dive  is  just  a  correction — they  hope 


For  five  blood-curdling  days,  the 
stock  market  tanked— culminating 
in  a  72-point  drop  in  the  Dow 
Jones  industrial  average  on  Mar.  30 
(chart).  Even  the  most  nail-hardened 
traders  were  beginning  to  wilt,  as  in- 
flation concerns  sent  the  30-year  Treas- 
ury note  to  7.11%.  Alan  Sunkel  is  no 
trader:  he's  a  glassware  designer  in 
Kansas  City,  Mo.  But  his  palms  were 
dry,  his  disposition  serene.  "I'm  a  long- 
term  investor,"  says  Sunkel.  "I  don't 
know  what  the  market's  going  to  do  to- 
morrow, and  don't  think  anyone  else 
does,  either.  I'll  ride  it,  and  I'm  sure  I'll 
come  out  0.  K.  in  the  end." 

Just  where  will  it  end?  Is  the  12-year 
bull  market  finally  giving  up  the  ghost? 
Or  will  the  recent  market  miasma  turn 
into  little  more  than  a  temporary  blip,  a 
buying  opportunity  for  unfazed  inves- 
tors? The  malaise  is  real  enough,  and 
not  all  the  signs  are  favorable.  But  with 
small  investors  such  as  Sunkel  remaining 
stoically  optimistic,  chances  remain  small 
that  investors  will  cash  out  of  their  stock 
mutual  funds— an  event  that  likely  would 
touch  off  panic  selling. 
POLITICAL  UNREST.  To  begin  with,  a  host 
of  fundamental  factors  remain  solid. 
Earnings  are  improving  and  inflation  re- 
mains under  control,  despite  the  recent 
upturn  in  bond  rates.  Byron  Wein,  U.  S. 
strategist  at  Morgan  Stanley  &  Co.,  floes 
have  one  lingering  fear— "world  geopolit- 
ical instability."  Trade  problems  with  Ja- 


pan and  China,  a  standoff  with  Korea 
over  nuclear  arms,  and  Mexican  poli- 
tical violence,  he  says,  could  have  a  wor- 
risome effect  on  global  equities  markets. 
Such  uncertainty  could  drive  up  interest 
rates— already  on  the  rise  because  of 
the  Federal  Reserve  Board's  two  recent 
tightenings.  Analysts  say,  though,  that 
the  Street  has  largely  discounted  rate 
worries.  And  most  economists  figure 
rates  are  unlikely  to  rise  much  above 
current  levels. 

If  the  recent  blowoff  is  just  that— not 
the  opening  salvo  of  a 
bear  market— then  the 
current  downturn  could  be 
a  necessary  evil.  In  a 
sense,  this  theory  goes, 
the  stock  market  is  tak- 
ing profits  after  a  lengthy 
period  of  disinflation-driv- 
en gains.  "We  need  a 
breather.  Every  sprinter 
needs  a  rest,"  says  Arthur 
J.  Bonnel,  manager  of  the 
MIM  Stock  Appreciation 
Fund. 

Portfolio  managers  such 
as  Bonnel  are  keeping  an  eye  on  a  host 
of  stock  market  indicators  to  determine 
whether  this  downturn  is  a  "breather"  or 
a  collapse.  One  widely  watched  contra- 
rian indicator,  the  "put-call  ratio,"  turned 
bullish  as  the  market  tanked.  Accord- 
ing to  Bridge  Information  Systems,  some 
46%  of  all  options  volume  on  Mar.  30 


HOW  LOW 
WILL  IT  GO? 


JAN.  3,  '94  MAR  30 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


consisted  of  puts,  wfl 

are  wagers  on  a  macet 
decline.  A  put-call  ratH 
41%  or  higher  is  coiid- 
ered  bullish. 

As  the  current  mall 
move   proceeds,  Boie. 
will   be   looking  torn 
"bounce"  factor.  Norrr%. 
after  a  dip,  the  mam 
will  spring  back  up,  1 
come  back  down  and  1 
the  low"  over  a  twdp 
three-week  period.  Urn 
market  drops  below  I 
low,  that  could  signM 
bear  market;  if  it  hfll 
the  downturn  is  likelH 
be  short-lived. 

But  above  all,  mail 
watchers  will  be  keeB 
an  eye  on  small  inK 
tors— many  of  whom  have  never  exM 
enced  a  bear  market.  Wein  saysH 
market  will  have  to  drop  a  lot  \<M 
than  3600  before  fund  investors  at 
heading  for  the  hills.  "It's  a  big,  wr«L 
ing  decision  to  go  into  a  fund,"  he  sB 
"People  tend  to  stick  it  out." 
LESSON  OF  '87.  For  now,  at  least, p 
numbers  bear  him  out.  There's  Ik 
sign  of  mutual-fund  redemptions,  exB; 
in  topped-out  emerging  market  fuK. 
Mutual-fund  giant  Vanguard  Groum 
ports  some  drop  in  inflows  to  eqB 
funds  and  a  slight  increase  in  imB 
ments  in  money  market  funds  ipai>"e8i 
And  at  a  meeting  in  late  March  oim 
American  Association  of  IndividuaM 
vestors,  AMI  President  John  MarB. 
notes,  small  investors  in  attendance  ■ 
that  they  still  preferred  the  market  • 
low-paying  CDs.  Says  Markese:  "I  <M 
see  anyone  clawing  for  the  exits."  I 
Individual  inves 
may  have  learned  the 
sons  of  1987.  They 
that  those  who  suff( 
the  most  were  those 
sold  in  a  panic  at  the 
torn.  They  applied 
lesson  in  1989,  when 
market  dipped,  and 
pear  to  be  doing  it  a; 
today.  As  the  market 
on  Mar.  30,  Seattle  e 
neer  Gary  Ball  was  tr 
ing  his  stocks  closely- 
smiling.  "I'm  happy  al 
it,"  says  Ball.  The  market  had  see: 
overvalued,  and  was  cheaper  after 
decline.  "I'm  a  buy  and  hold  man, 
I've  been  buying,"  says  Ball.  As  Ion; 
small  investors  such  as  Ball  keep 
faith,  Wall  Street's  long  bull  mark* 
unlikely  to  go  on  the  rocks. 

By  Pain  Black  in  New 
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"There's  one  thing  you  have  to  invest 
in  a  mutual  fund  besides  money♦.♦time!, 

President 

Our  investment  philosophy  is  based  on  my  experience  of  over  forty  years  which  has  weathered 
thirteen  bear  and  fourteen  bull  markets.  The  truth  is  that  any  mutual  fund's  performance  —  including  the 
Berger  100  Fund  and  the  Berger  101  Fund  —  will  only  be  as  good  as  the  companies  in  its  portfolio.  And  so  we 
search  for  profitable,  successful  companies  because  we  believe  they  are  most  apt  to  become  profitable,  successful 
investments.  While  a  fund's  past  performance  does  not  guarantee  future  results,  we  believe  the  success  of  these 
companies  and  their  potential  for  growth  makes  them  quality,  long-term  investments. 


ANNUALIZED  PERFORMANCE 
&    MORNINGSTAR  RATINGS 


Berger 
100 
Fund 

1  Year 
21.2% 

3  Years 
★★★★★+ 
35.4% 

5  Years 
★★★★★ 

28.3% 

10  Years 
★  ★★★★ 
17.3% 

15  Years 
17.6% 

19  Years" 
16.1% 

Berger 
101 
Fund 

1  Year 
23.6% 

3  Years 
★★★★★+ 
27.8% 

5  Years 
★★★★★ 
18.2% 

10  Years 
★★★★ 
13.4% 

15  Years 
14.6% 

19  Years" 
14.4% 

For  the  period  ending  12/31/93.  Source:  Upper  Analytical  Services,  Inc.  'Morningstar  proprietary  ratings 
reflect  historical  risk-adjusted  performance  through  1/31/94.  The  ratings  are  subject  to  change  every  month 
Morningstar  ratings  are  calculated  from  the  funds'  three-,  five-  and  ten-year  average  annual  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  three-month 
Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars 
and  22.5%  receive  four  stars.  "Berger  Associates  assumed  management  of  the  Funds  9/30/74 

If  our  thinking  complements  your  own,  the  next  step  is  to  see 
which  Berger  Funcf  is  right  for  you.  Both  have  earned  the 
Morningstar  five-star  overall  rating1,  but  each  has  a  different 
investment  objective. 

The  Berger  100  Fund  is  a  growth  fund  which  invests  in  what  we 
think  are  the  best  of  the  current  faster-growing  companies. 

The  Berger  101  Fund  is  a  growth  and  income  fund  which  tends 
to  own  larger  companies  whose  growth  is  often  confirmed  by  a 
record  of  paying,  growing  dividends. 

You  can  open  an  account  with  as  little  as  $250  or  add  to  an 
existing  account  with  just  $50.  And  while  periodic  investments 
do  not  assure  a  profit  nor  protect  against  loss  in  declining  markets, 
our  low  minimums  help  keep  it  easy  for  you  to  start  saving  for 
college,  retirement  or  anything  you  want  in  your  future. 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses.  g 
Read  it  carefully  before  investing. 


The  Berger  Funds 


Together  we  can  move  mountains'" 

The  figures  in  the  chart  represent  past  performance  and  do  not  guarantee  future 
results.  These  performance  figures  include  changes  in  share  price  and  reinvestment 
of  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  The  figures  include  the  deduction 
of  12b-1  fees  beginning  in  June,  1990. 

©  1994  Berger  Associates,  Inc.  BW  41194 


LABOR  UNIONS 


A  QUESTION  FOR 

THE  TEAMSTERS'  MR.  CLEAN 


How  did  Ron  Carey  finance  those  resort  properties  on  his  modest  pay? 


When  Ron  Carey 
took  office  as 
the  first  leader 
ever  elected  directly  by 
the  rank  and  file  of  the 
International  Brotherhood 
of  Teamsters  in  1992,  he 
came  with  a  squeaky- 
clean  image. 

A  big  part  of  Carey's 
appeal:  his  modest  life- 
style and  reputation  as  a 
workaholic.  The  former 
United  Parcel  Service 
driver  raised  five  chili  hen 
on  a  modest  salary  dur- 
ing his  23  years  as  a  local 
Teamster  leader  in  Queens,  N.Y.  He  and 
his  wife,  Barbara,  still  live  in  the  du- 
plex they  bought  in  1958  with  Carey's 
father,  Joseph— also  a  Teamster. 

What  Carey  never  mentioned,  even  to 
some  of  his  closest  supporters  was  that 
since  as  early  as  1984,  he  has  been  buy- 
ing up  vacation  and  other  properties  in 
the  Florida  Keys,  Arizona,  and  elsewhere 


(table).  Now,  Carey's  de- 
tractors are  bringing  up 
the  purchases,  just  as  he 
faces  some  of  his  greatest 
challenges  as  the  Team- 
sters' chief.  He's  negotiat- 
ing a  new  agreement  with 
the  trucking  industry.  And 
in  late  March,  Teamster 
members  decisively  vetoed 
a  $9-a-month  dues  hike 
Carey  pushed  for,  touch- 
ing off  a  bitter  political 
battle  within  the  union. 

How  serious  are  the  al- 
legations about  Carey's 
real  estate  dealings?  The 
sums  involved  are  not  huge— Carey  says 
he  put  up  about  $150,000  in  downpay- 
ments  over  10  years— but  an  independent 
accounting  firm  figures  they  may  have 
been  beyond  his  reach.  Carey's  salary 
av<  raged  just  $39,600  from  1980  to  1991. 

To  be  sure,  the  Teamsters  chief  has 
the  wherewithal  to  make  such  purchases 
today.  His  salary  now  is  $150,000, 


though  he  is  entitled  to  $225,000:  % 
agreed  to  forego  the  rest  because  of  ta 
union's  difficulties.  He  is  also  due  to  w 
ceive  about  $250,000  from  the  estate  | 
his  father,  who  died  in  October,  19911 
Carey  says  he  funded  the  purchas 
mostly  out  of  savings.  He  says  he  "did! 
have  the  expenses  that  other  peom 
had,"  having  paid  off  the  mortgage  of  I 
Queens  home  in  1973.  "I  was  earniti' 
saving,"  he  says.  He  also  says  he  i| 
ceived  a  loan  from  Rosalie  A.  L'Abba  j 
an  office  manager  of  a  West  Nyal 
(N.Y.)  mortgage  company  who  is  his  I 
vestment  partner,  plus  an  inheritanj 
from  his  mother  and  small  family  loan 
joint  ventures.  Carey's  real  estate  pi 
chases  began  modestly  in  1958,  wh 
he  and  his  father  together  boughtl 
$15,500  duplex  in  Queens.  Then,  in  191 
Carey  bought  another  Queens  dupla 
In  1982,  he  paid  $3,500  in  cash  fori 
plot  of  land  in  New  Jersey. 

In  1984,  Carey  started  making  pil 
chases  with  L'Abbate.  The  two  join! 
bought  a  condominium  in  the  resJ 
town  of  Islamorada,  Fla.,  for  $80,0(1 
Later  that  year,  Carey  alone  boughtl 
condo  in  Scottsdale,  Ariz.,  for  $65,500.1 
1986,  Carey  and  L'Abbate  put  their  1 
lamorada  property  up  for  sale  ai 
bought  a  larger  one  in  the  same  compll 
for  $109,000.  The  same  year,  Carl 
bought  a  $96,000  house  in  Rocklal 
County,  N.Y.,  which  he  sold  in  19a 
In  1989,  Carey  and  L'Abbate  final 


> 

ill  ■ 

n 

1 

U£*J  $15,500 
duplex  in  Queens, 
N.  Y.,  with  his  fathe 
PiVn  Carey  is  elect- 
lliial  ed  president 
of  Teamster  Local  804 
at  an  annual  salary  of 
$16,138. 
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SOMEHOW,  IN  ALL  THAT  TALK  ABOUT 

"THE  HOME  OFFICE  REVOLUTION/' 
HEY  NEGLECTED  TO  MENTION  THAT  IT 
OULD  HAPPEN  SIX  MILES  IN  THE  AIR. 


"Dear  Mary,"  the  fax  began, 
"You'll  never  believe  where  I  am'.' 

And  the  message  was  rather 
unbelievable-coming,  as  it  did,  from 
32,000  feet  above  the  earth's  surface. 

It  was  made  possible  by 
Northwest  and  AirOner  a  digital 
communications  system  currently 
being  installed  in  our  domestic 
narrow-body  fleet.  AirOne  makes  it 
possible  to  send  faxes  from  a  note- 
book computer  in  mid-flight,  or 
even  tap  into  terrestrial  databases. 
AirOne  is  also  a  terrific  way  to 
transmit  your  voice. 

For  reservations,  or  informa- 
tion about  the  other  new  ways  that 
Northwest  is  improving  air  travel, 
use  your  regular  old  telephone  to 
call  your  travel  agent  or  Northwest 
Airlines  at  1-800-225-2525. 

If  you  prefer  to  call  from 


somewhere  over  the  Sierra  0si>3& 


Nevadas,  that's  okay,  too. 


1994  Nnrthwest  Airlines 


NORTHWEST 


Some  People  Just  Know  How  to  Fly  ' 


s 


sold  at  a  slight  loss  the  property  they 
had  bought  in  1984.  In  1990,  shortly  af- 
ter Carey  announced  he  would  run  for 
the  Teamsters  presidency,  he  bought  out 
L'Abbate's  interest  in  the  remaining  Is- 
lamorada  property  with  a  cash  payment 
that  he  says  was  $25,750. 

Then,  in  April,  1992,  two  months  after 
becoming  Teamsters  chief,  Carey  bought 
a  $340,000  oceanfront  house  on  Lower 
Matecumbe  Key,  putting  down  $125,000 
in  cash— $50,000  of  it,  he  says,  borrowed 
from  relatives.  Carey's  savings-account 
records  show  he  withdrew  $50,000  to- 
ward the  purchase,  and  he  acknowledges 
that  L'Abbate  also  lent  him  money.  In 
September,  1992,  Carey  sold  the  second 
Islamorada  condo  to  his  son— for 
$132,000.  Carey  also  confirms  that  in 
December,  1993,  he  bought  an  apart- 
ment in  Arlington,  Va. 

The  question  now:  Does  Carey  own 
any  other  real  estate?  When  BUSINESS 
WEEK  first  inquired  about  the  three  prop- 
erties in  the  Florida  Keys,  Carey  main- 
tained that  he  hadn't  bought  any  other 
real  estate  in  the  preceding  decade.  Since 
then,  five  additional  purchases  have  come 
to  light  through  public  documents.  Carey 
now  says  he  misunderstood  the  original 
query  about  his  purchases. 
SMEAR  campaign?  Based  on  an  analysis 
of  four  of  the  deals  from  1984  to  1992, 
business  week  estimates  that  Carey's 
downpayments  alone  required  at  least 
$80,000  that  he  hasn't  clearly  accounted 
for.  Hefty  carrying  costs,  such  as  prop- 
erty taxes  and  mortgage  payments  for 
his  many  properties,  climbed  to  approx- 
imately $52,000  in  1989,  a  year  when 
his  salary  was  only  $42,500,  of  which 
he  deposited  $10,400  in  his  savings  ac- 
count. Carey  says  he  recouped  $21,750 
by  selling  a  Florida  condo  in  October, 
1989,  and  got  rent  for  his  Queens 
duplex. 

Carey  says  questions  about  his  fi- 
nances are  mainly  a  smear  campaign  by 
his  "enemies"  as  he  tries  to  clean  up  the 
Teamsters.  "There  is  not  one  shred  of 
evidence  of  any  wrongdoing,"  he  says. 

Nonetheless,  Carey  likely  will  face  an 
inquiry  into  his  finances.  Since  1989, 
oversight  of  the  union  has  fallen  to  the 
court-appointed  Independent  Review 
Board,  a  three-person  panel.  The  Team- 
sters say  Carey  recently  alerted  the  irb 
to  his  real  estate  investments.  Grant 
Crandall,  the  Teamster  appointee  to  the 
board,  won't  say  if  an  investigation  is 
under  way,  though  he  says  such  invest- 
ments would  typically  spark  a  probe.  If 
so,  Carey  will  have  a  chance  to  explain 
all— and  keep  his  image  clean. 

By  Elizabeth  Lesly  in  New  York,  with 
Gail  DeGeorge  in  Key  Largo,  and  Stan 
Crock  in  Washington 


PEOP1E! 


i 


A  'GLOBAL  CITIZEN' 
FOR  A  GLOBAL  McKINSEY 


Rajat  Gupta  will  be  the  consulting  giant's  first  non-Western  leader 


R 


ajat  Gupta  had  come  to  his  Har- 
vard business  school  class  visibly 
despondent  after  being  rejected 
for  the  job  he  most  wanted.  That  day  in 
1973,  he  seemed  so  depressed  that  his 
professor  pulled  him  aside  after  class 
to  inquire  what  was  wrong.  Gupta  told 
professor  Walter  J.  Salmon  that  McKin- 
sey  &  Co.  had  rejected  him  for  lack  of 
work  experience.  "He  dragged  me  along 
to  his  secretary  and 
dictated  a  note  urg- 
ing the  firm  to  recon- 
sider its  decision,"  re- 
calls Gupta. 

That  intervention 
proved  fortuitous. 
McKinsey  hired  the 
young  MBA,  and  on 
Mar.  25  of  this  year, 
the  firm's  senior  part- 
ners named  Gupta 
the  first  non-Western 
managing  director  in 
McKinsey's  68-year 
history. 

When  he  takes 
over  on  July  1,  Gupta 
will  lead  what  may 
be  the  most  presti- 
gious consulting  firm 
in  the  world  at  a 
time  of  rapid  change 
and  new  competitive 
pressures.  With  $1.3  billion  in  revenues 
and  a  professional  staff  of  more  than 
3,000  people,  McKinsey,  some  insiders 
believe,  has  grown  too  rapidly. 
"EGOLESS."  Many  McKinseyites  figure 
Gupta,  the  45-year-old  manager  of  the 
firm's  Chicago  office,  is  exactly  the  kind 
of  leader  needed  at  the  helm  of  an  or- 
ganization with  62  offices  in  31  coun- 
tries. Gupta  considers  himself  a  "global 
citizen"— born  in  India,  educated  in  the 
U.  S.,  with  work  experience  in  Europe 
and  America.  In  a  firm  of  bright  people 
with  inflated  egos,  Gupta  is  often  de- 
scribed as  "an  egoless,  calm  presence," 
an  apolitical  partner  who  will  lead  by 
consensus. 

Gupta  is  a  standout  for  other  reasons, 
too.  "Without  question,  he  was  the 
smartest  guy  in  the  class,"  says  John 
V.  Carberry,  a  dorm  mate.  Carberry 
spent  four  to  six  hours  a  night  preparing 
for  the  next  day's  case  studies.  But  "Ra- 


GUPTA  IS  OFTEN  DESCRIBED  AS 
"AN  EGOLESS,  CALM  PRESENCE" 
WHO  WILL  LEAD  BY  CONSENSUS 


jat  would  start  his  cases  at  7:30  m 
and  be  done  at  five  to  nine,  just  inhe 
for  Monday  Night  Football"  saysB 
berry.  "He'd  know  the  cases  betterR 
anyone  else,  and  in  one  weekstf 
learned  all  the  nuances  of  American  jjgr 
ball.  We'd  look  at  each  other  andi 
'What  planet  did  this  guy  come  fro 
quick  study.  As  graduation  approa<ec 
however,  Gupta  found  that  most  com 
nies  thought  of H 
as  an  alien,  too.  m 
declined  to  intertt 
him  because  he( 
on  a  student 
The  exception: 
suiting  firms.  Gjj 
joined  McKins 
New  York  offices 
was   such   a  qj< 
study  that 
shocked  some 
leagues  in  McKin^ 
workaholic  culturf 
leaving  early.  "I  |3i 
flabbergasted,  jfen 
cause  I  would  saj 
until  9  p.m.,  buttu 
was  so  smart  thaft 
could  finish  up  3fc 
work  in  six  h(|i!E 
and  leave,"  says  II 
R.  Wyss,  Gupta'slf- 
fice  mate  then. 
Gupta's  style  remains  decidedly  ii- 
Western.  Christian  Caspar,  a  McKirkf 
colleague,  remembers  Gupta's  presew 
tion  of  a  change-management  progiBi 
for  a  large  corporation.  At  a  critjsl 
juncture,  the  client  asked  if  all  the  x 
pected  turmoil  was  worth  the  risk.  R» 
er  than  barrage  the  client  with  fas, 
Gupta  said  nothing.  "He  just  looll 
them  right  in  the  eyes,"  says  Casp. 
"A  minute  must  have  passed  in  sileip. 
It  was  quite  effective,  because  the  clil 
had  to  make  the  decision.  It  wasn't  op 
to  make." 

What  changes  will  Gupta  make?  ]e 
hints  that  he  would  like  to  simplify  ie 
firm's  governance  structure,  now  he;ji- 
ly  laden  with  committees.  He  envisids 
no  dramatic  changes,  however.  "Wee 
been  extremely  successful,"  says 
ta.  "Nothing  is  broken.  But  our  aspil- 
tions  are  higher." 

By  John  A.  Byrne  in  New  HlH 
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Franklin  U.S.  Government  Securities  Fund 


Get  Back  to  Basics 
with  High  Current 
Income  and  High 
Credit  Safety, 


Often,  two  basic  goals  of  investing 
are  income  and  credit  safety.  The  Franklin 
U.S.  Government  Securities  Fund  is 
designed  to  give  you  both.  High  current 
income  in  the  form  of  monthly  dividends 
and  high  credit  safety  because  the  funds 
securities  are  backed  by  the  full  faith  and 
credit  of  the  U.S.  government.1 

When  you  invest  in  the  Franklin 
U.S.  Government  Securities  Fund,  you 
are  investing  in  one  of  the  nation's  oldest 
and  largest  government  securities  funds 
of  this  kind.  As  an  industry  leader  in 


Ginnie  Mae  funds,  Franklin  brings  you 
conservative  portfolio  management. 

Mail  in  the  postage-paid  card  or 
call  Franklin  today  for  a  free  brochure. 

I-800-342-FUND 

Ext.  F337 


Call  for  a  free  prospectus  containing  more  complete  information, 
including  charges  and  expenses  Please  read  it  carefully  before  you 
invest  or  send  money.  Franklin  / 1  empleton  Distributors,  Inc 

f  Individual  securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are 
guaranteed  by  the  LIS.  government  as  to  the  timely  payment  of  principal 
and  interest.  Yield  and  share  price  are  not  guaranteed  and  Willi  vary 
with  market  conditions 

Franklin / I  empleton  Distributors,  Inc 


F  R  A  Nl  K  L  [i  N 

777  Manners  Island  Boulevard,  San  Mateo,  CA  94404 

A  Member  of  the  $109  Billion  Franklin /Templet on  Group 


Commentary/by  Mike  McNamee 

UNIVERSAL'  HEALTH  COVERAGE:  FIRST,  TRY  THE  95%  SOLUTION! 


For  the  drafters  of  Bill  Clinton's 
now  deceased  Health  Security 
Act,  the  key  word  was  "univer- 
sal." Not  satisfied  with  a  system  that 
would  insure  every  American,  they 
wanted  universal  coverage  that  offered 
a  uniform  set  of  benefits.  Except  for 
senior  citizens,  everyone  would  carry 
the  same  Health  Security  Card,  enroll 
in  similar  health  alliances,  and 
have  the  same  ailments  cov- 
ered. The  dream  was  medical 
equity  for  all. 

That  idea  didn't  fly  with  ei- 
ther the  public  or  Congress. 
Yet  the  President  insists  he'll 
veto  any  bill  that  doesn't  pro- 
vide universal  coverage.  As 
lawmakers  begin  crafting  a 
workable  legislative  package, 
they  must  answer  a  nettle- 
some  question:  What  does  uni- 
versal coverage  mean?  It's  not 
clear  how  Congress  will  an- 
swer that— but  it's  certain  that 
Clinton  won't  get  any  reform 
at  all  unless  he  modifies  his 
original  sweeping  definition. 

House  Ways  &  Means  Com- 
mittee Chairman  Dan  Rosten- 
kowski  recognizes  that.  Ever 
the  practical  politician,  the  Illi- 
nois Democrat  says  that  to 
him,  universal  coverage  means 
"covering  as  many  people  as 
possible  in  as  early  a  time 
frame  as  we  can  get  money  in 
the  till  to  do."  If  the  President  is 
smart,  Rosty  adds,  he'll  drop  his  veto 
threats  and  "claim  victory  with  whatev- 
er comes  to  the  White  House." 
too  optimistic?  Over  in  the  Senate, 
Finance  Committee  Chairman  Daniel 
P.  Moynihan  (D-N.Y.)  is  looking  for  a 
more  intellectually  satisfying  guide- 
post.  He's  talking  privately  to  health- 
reform  pioneer  Paul  M.  Ellwood,  who 
promotes  an  economic  definition  of  uni- 
versal coverage:  "The  point  at  which 
the  additional  cost  of  bringing  individ- 
uals into  the  health  security  system 
through  government  action  ...  is  too 
great  for  the  public  to  accept." 

Ellwood,  who  heads  the  Jackson 
Hole  Group  of  reform-minded  insur- 
ance- and  health-industry  executives, 
believes  that  most  of  the  38.5  million 
Americans  who  now  lack  insurance  can 
get  coverage  without  forcing  people 


to  buy  health  policies.  A  reformed  sys- 
tem would  legally  bar  insurers  from 
discriminating  against  the  sick  and 
bring  market  forces  to  bear  to  make 
coverage  affordable,  he  argues.  And  if 
95%  of  Americans  had  insurance,  Ell- 
wood says,  voters  would  prefer  other 
arrangements  for  the  remaining  5%— 
public  clinics,  for  example— to  rigid  new 
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rules  for  the  entire  health  system. 

Many  health  economists  say  Ellwood 
is  too  optimistic.  Far  more  than  5%  of 
the  public  would  remain  uncovered 
without  some  sort  of  mandatory  pro- 
gram, they  say,  largely  because  the 
high  cost  of  health  insurance  would  dis- 
courage many  individuals  from  buying 
it.  For  a  family  earning  twice  the  pover- 
ty level,  a  typical  $4,000  policy  con- 


OUT  OF  REACH? 


1 992  data;  group  populations  overlap 

DATA.  EMPLOYEE  BENEFIT  RESEARCH  INSTITUTE,  CENSUS  BUREAU 


sumes  almost  one-seventh  of  its  incoiMa 
Even  with  hefty  subsidies,  many  pH 
pie— especially  young,  healthy  adultH 
"would  rather  play  the  emergency-ro  I 
game  than  buy  a  policy  they  don't 
pect  to  use,"  says  William  S.  Cust  I 
director  of  research  for  the  Employ  I 
Benefit  Research  Institute. 

Employers  may  not  pony  up  eith  I 
When  New  York  State  expc  I 
mented  with  a  program  tl  I 
paid  half  the  premiums  of  sn  I 
businesses,  the  number  of  t  | 
geted  companies  buying  ins  I 
ance  rose  by  only  3.5%. 
PICKING  A  DATE.  But  the  p  I 
simists'  solution— mandates  | 
individuals  to  buy  insurar 
and  on  employers  to  pay  mcl 
of  the  premiums— has  pre  I 
lems,  too.  Social  Security  is  I 
similar-  mandatory  system  w  I 
big  rewards  for  participar  I 
and  stiff  penalties  for  chei  I 
ers— and  it  falls  5%  short  | 
universal  compliance.  Ev 
Hawaii's  much-praised  heal 
system,  based  on  an  employ 
mandate,  leaves  at  least  8% 
the  population  uncovered.  0 
in  10  employers  ignores  t 
law,  according  to  University 
Rochester  health  economi 
Andrew  W.  Dick. 

No  one  knows  how 
health-care  reform  can  go  wit 
out  mandates.  But  that's  n 
an  argument  for  plunging  straight  in 
a  system  that  defines  universal  cove 
age  as  mandatory,  one-size-fits-all 
surance.  The  Jackson  Hole  Group 
fers  a  sensible  compromise:  Pick  a  ta 
get  date  to  hit  a  desired  level  of  pop 
lation  coverage.  If  95%  of  Americai 
aren't  covered  by  2002,  the  group  say 
then  the  feds  could  write  mandat< 
into  the  law.  "We'll  know  a  lot  moi 
then  about  how  a  reformed  syste 
works  than  we  do  now,"  Ellwood  note 
Coupled  with  Rostenkowski's  notion 
having  "money  in  the  till"  to  pay  f( 
expanded  coverage,  that  approac 
could  ease  Americans'  fears  about 
form— and  produce  a  plan  on  whic 
President  Clinton  can  claim  victory. 

McNamee  covers  health-care  polk 
from  BUSINESS  week's  Washingto 
bureau. 
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GLENLIVEX 

OLFER'S  DREAM  SWEEPSTAKES 

rTTSj  A  MASTERS  TOURNAMENT  OR  BRITISH  OPEN  VACATION 


The  Glenlivet®  and  golf  have  two  things  in  com- 
)n.  They  share  two  and  one-half  centuries  of  Scottish 
dition.  And  they  are  both  meant  to  be  enjoyed  over  time. 

1ST  GRAND  PRIZE:  A  7-day,  6-night  trip  for  two  to  the 
JACOBS'      19^5  Masters  Tournament  in  Augusta, 
olf  GROUP  Georgia. .  .arranged  by  John  Jacobs'  Travel. 


Now  you  can  be  part  of  that  tradition  by  winning  any  one 
of  the  fabulous  prizes  in  a  sweepstakes  designed  to  fulfill 
a  golfer's. dream. 

•  2ND  GRAND  PRIZE:  A  9-day,  8-night  trip  for  two  to 
InterGolf  tne  ^  ^95  British  Open  at  St.  Andrews 
yiMr  in  Scotland... arranged  by  InterGolf. 


FIRST  PRIZE:  A  vacation  for  two,  with  golf  instructions,  at  your  choice  of  any  John  Jacobs'  Golf  School, 
located  at  popular  U.S.  mainland  resorts. 

SECOND  PRIZE:  A"Precision-Fit"  1 1  dub  set  of  irons  and  woods  from  Jacobs'  Golf  Clubs, 
20  THIRD  PRIZES:  A  library  of  six  instructional  videotapes  from  the  pros  at  John  Jacobs'  Golf  School,  mm 
100  FOURTH  PRIZES:  The  Glenlivet9  "Famous  Water  Holes"  Mirror.  II 
200  FIFTH  PRIZES:  The  Glenlivet8  Golf  Umbrella.  -  ■  . 

)  enter,  you  can  use  the  form  in  The  Glenlivet®  Golfer's  Dream  Sweepstakes  *       m  i9&A-  m 

ochure,  available  where  The  Glenlivet  and  other  fine  spirits  are  sold.  Xm^BB'ssse-- -  -  -  F 

isidents  of  Missouri  and  Utah  must  use  Alternate  Means  of  Entry.  ^^^^^ISP^N^i ' 

}  PURCHASE  NECESSARY,  ALL  ENTRIES  MUST  BE  RECEIVED  BY  AUGUST  1 ,  1 994  Sweepstakes  open  to  residents  of  the  U.S.,  ■F'  I 

ed  2 1  or  older.  Employees  of  Joseph  E.  Seagram  and  Sons,  Inc.,  their  families,  its  affiliates  and  subsidiary  companies,  liquor  whob-  tBt  < 

ers  and  retailers,  advertising  agencies,  marketing  partners  and  judging  organizations  are  not  eligible.  Sweepstakes  void  whefe  po-  SrSt  M 

tiled  by  law.  Odds  of  winning  based  on  number  of  entries  received.  ALTERNATE  MEANS  OF  ENTRY:  Hanchprint  narne,  address,  ^B  y  WBlitf+$4l 

■mi  number  and  age  on  a  3"  x  5"  card  and  mail  to  The  Glenlivet  Golfer's  Dream  Sweepstakes,  P.O.  Box  GL01BW,  Ronb,  PA  ,  P*g  ffig? 

'573.  For  official  rules  and  prize  descriptions  send  a  self-addressed,  stamped  envelope  to  The  Glenlivet  Golfer's  Dream  Sweepstakes,  * 

ficial  Rules,  P.O.  Box  GL002R,  Ronks,  PA  17573.  *J*m  1 

Those  who  appreciate  quality  enjoy  it  responsibly.  ^^Rsi^^ 
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BLOCKBUSTER  AND 
VIACOM:  'ADIOS1 


Are  Sumner  M.  Redstone 
and  H.  Wayne  Huizenga 
going  to  be  the  Jerry  Jones 
and  Jimmy  Johnson  of  Corpo- 
rate America?  Publicly,  the 
chiefs  of  Viacom  and  Block- 
buster Entertainment  remain 
committed  to  their  $7.2  billion 
merger.  Hut  privately,  people 
close  to  Viacom  suggest  the 
two  tycoons  could  end  up 
parting  company,  just  like  the 
owner  and  coach  of  the  Dallas 
( lowboys. 

It's  not  that  Redstone  and 
Huizenga  don't  get  along.  But 
Blockbuster  shareholders  are 
complaining  about  Viacom's 
eroding  share  price,  which  has 
reduced  the  value  of  the  deal. 


CLOSING  BELL 


STOCK 
PRICE 


JAN.  4,  '94 
i  DOLLARS 


 Illl 

MAR  29 


THE  ON-LINE 
ROLLER  COASTER 

America  Online  CEO  Stephen 
Case  jokes  he  may  end  up  with 
a  nosebleed:  Since  going  public 
in  March,  1 992,  the  on-line 
service's  subscriber  base  has 
quadrupled,  and  its  stock  has 
soared.  AOL  shares  jumped 
$  10  in  mid-March  on  talk  that 
Time  Warner  may  want  to  pick 
up  the  company.  Case  denies 
that  but  says  a  buyout  isn't  out  of 
the  question:  "We  don't  have 
our  heads  in  the  sand."  Starting 
Mar.  25,  though,  shares 
dropped  more  than  20%  on 
reports  that  AOL's  biggest 
investor,  Microsoft  co-founder 
Paul  Allen,  might  sell  his  18% 
stake.  Allen  may  want  out  be- 
cause AOL  won't  let  him  on  its 
board.  Allen  wouldn't  comment. 
DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


What's  more,  says  one  source, 
several  big  Viacom  sharehold- 
ers are  pressing  Redstone  to 
scuttle  the  deal,  rather  than 
sweeten  its  terms.  Viacom 
originally  negotiated  the  mer- 
ger in  part  because  Block- 
buster's cash  flow  would  help 
finance  its  $9.7  billion  acquisi- 
tion of  Paramount  Communi- 
cations. But  now,  Redstone  is 
considering  a  cable  joint  ven- 
ture with  Tele-Communica- 
tions that  could  raise  $2  bil- 
lion. And  he  got  $317.6  million 
by  selling  a  33%  stake  in  the 
Lifetime  cable  network  to 
Hearst  and  Capital  Cities/ ABC. 
"The  idea  that  Blockbuster  is 
critical  to  the  Paramount 
transaction  is  just  absurd," 
says  one  source  close  to 
Viacom. 


E  A  D  L  I  N  E  R 


SPECTRUM'S 
NINE-DAY  CEO 


John  Sculley  is  not  the  only 
one  bailing  out  of  Spec- 
trum Information  Technolo- 
gies. On  Mar.  30,  Spectrum's 
new  CEO,  Edward  Maskaly, 
said  he  would  resign,  citing 
what  he  called  unfair  media 
attention  to  the  company's 
problems.  Maskaly  will  leave 
as  soon  as  a  replacement  is 
found.  Maskaly,  a  director, 
had  been  given  the  top  job 
nine  days  earlier,  just  before 
Peter  Caserta  took  a  leave  of 
absence  after  federal  fraud 
charges  were  filed  against  his 
former  financial  consulting 
firm.  Maskaly  says  Spectrum 
will  begin  a  search  for  a  new 
CEO  who  has  a  technology 
background— and  no  ties  to 
Caserta. 


BORLAND'S  LONG 
QUEUE  OF  WOES 


Troubled  Borland  Interna- 
tional isn't  quite  out  of  the 
woods  yet.  It  is  raising  $145 
million  by  selling  its  Quattro- 
Pro spreadsheet  to  Novell, 
but  new  layoffs  are  expected 
to  contribute  to  a  substantial 
loss  in  its  latest  quarter.  That 
could  drag  results  for  the  fis- 
cal year  ending  Mar.  31  into 


THE  TRAVELS  OF  CHAIRMAN  PAUL 


Paul  A.  Volcker,  the  for- 
mer chairman  of  the  Fed- 
eral Reserve,  might  not  seem 
to  be  a  likely  choice  for  the 
board  of  an  employee-owned 
company.  Volcker,  now  head 
of  New  York  banking 
firm  James  D.  Wol 
fensohn,  certainly 
wasn't  seen  as  a 
friend  to  work- 
ers back  when 
his  fanatical  in- 
flation-fighting 
threw  the  coun- 
try into  the  dev- 
astating recession  of 
1981-82. 

Nonetheless,  United  Air- 
lines wants  Volcker  as  a  mem- 
ber of  its  new  board.  The  air- 
line figures  that  Volcker's 
reputation  for  integrity  and 
independence  will  reassure 
stockholders  who  still  aren't 
sold  on  the  plan  to  sell  53%  of 


United  to  employees— for  | 
billion  in  wage  cuts. 

Volcker's  record  as  a  dl 
tor  is  mixed,  however.  Ui 
his  watch,  Prudential  In| 
ance  suffered  a  scandal 

the  fraudulent  sail 
$8  billion  wortfc 
limited  partB 
ships  by  itsB 
curities  il 
But  at  Brit* 
Imperial  Chft 
cal  Industil 
he  played  a  I 
role  in  the  I 
cessful  decisiot 
split  up  ICI. 
Ironically,  Volcker  is  s 
ping  down  from  id's  be 
because  he  hates  spenc 
long  periods  on  airplanes, 
an  ICI  source.  Maybe  he'll 
come  the  voice  of  traveler 
United. 

By  Susan  Chan 


the  red  as  well.  Other  prob- 
lems loom.  A  long-overdue 
version  of  the  company's  pop- 
ular dBase  program  adapted 
for  Microsoft's  Windows  may 
not  be  shipped  in  the  upcom- 
ing quarter  as  expected.  And 
Borland  may  yet  have  to  pay 
damages  to  rival  Lotus  De- 
velopment to  settle  a  copy- 
right infringement  suit— un- 
less speculation  that  Lotus  is 
readying  to  bid  for  Borland 
turns  out  to  be  true. 


LEAST-FAVORED 
TRADE  POLICY 


Secretary  of  State  Wan-en 
Christopher  cried  "stay 
the  course"  after  his  disas- 
trous trip  to  Beijing.  But 
President  Clinton's  efforts  to 
link  human  rights  to  China's 
most-favored-nation  (MFN) 
trade  status  are  fast  falling 
into  disarray. 

To  the  dismay  of  State 
Dept.  officials,  Senate  Demo- 
crats are  in  open  revolt 
against  the  strategy.  Led  by 
international  trade  subcom- 


mittee Chairman  Senator  I 
Baucus  (D-Mont.),  they 
drafting  a  letter  to  the  Pr 
dent  urging  him  to  unh 
trade  from  human  rights  a 
this  year's  vote,  if  not  soo 
Among  the  Democrats  oi 
nizing  the  effort  are  Sent 
Sam  Nunn  (D-Ga.)  and  S( 
tor  David  Boren  (D-Okl 
Privately,  Senator  Bill  Brar 
(D-N.  J.)  even  has  raised 
possibility  that  Congress 
rescind  the  President's  1 
executive  order  on  China 
advance  of  a  June  vote  on  I 
tending  MFN. 


ET  CETERA... 

►  Fare  wars  again.  Unii 
Airlines  is  leading  a  round 
domestic  spring  discounts. 

►  GM  still  vows  a  profit 
1994,  despite  a  $758  mill 
charge  for  disability  benef 

►  On  Mar.  30,  Northrop  upi 
its  bid  for  Grumman  to  $ 
from  $60  before. 

►  Analysts  fret  that  low 
software  prices  for  IBM's  n 
mainframes  will  hurt  margi 
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WITH  TAURUS  SHO, 
WHO  NEEDS  COFFEE  IN  THE  MORNING? 


FORD  TAURUS 

AMERICAS 
BEST-SELLING  CAR. 
AGAIN.' 

Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHO's  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 

SHO's  sleek  good  looks  are  a 
subtle  hint  at  the  power  that  lies 


within.  Then,  behind  the  wheel 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stays 
on  the  road. 

EYE-OPENING  PERFORMANCE. 

This  220-horsepower  eye- 
opener  will  turn  your  commute 
into  the  ideal  way  to  enjoy  speed- 
sensitive  variable-assist  steering 
and  the  newly  refined  four-wheel 
sport-tuned  suspension.  And  since 
the  power  of  SHO's  24-valve 
DOHC  engine  is  balanced  by  a 
standard  anti-lock  braking  sys- 


tem and  dual  air  bags?*  you'll  be 
able  to  concentrate  on  a  world- 
class  driving  experience. 

Isn't  it  time  to  awaken  the 
performance  driver  within?  Ford 
Taurus  SHO.  Your  commute 
will  never  be  the  same. 

'Based  on  1993  CY  manufacturers  reported  retail  deliveries 
'Always  wear  your  safety  belt 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


INTERNATIONAL  PERFORMANCE 
FROM  INTERNATIONAL  EXPERTS 


T.  Howe  Price  International  Equity  Funds. 

If  your  portfolio  is  limited  to  U.S.  investments,  you 
are  missing  out  on  the  higher  returns  international 
investments  can  offer.  Comparing  returns  for  recent 
10-year  holding  periods  shows  that  you  would  have 
earned  more  in  foreign  markets  than  in  the  U.S. 
International  diversification  for  high  returns, 
with  reduced  risk.  As  these  performance  numbers 
clearly  demonstrate,  our  family  of  international 
equity  funds  allow  you  to  take  advantage  of  the 
higher,  long-term  returns  which  foreign  markets 
can  provide.  In  addition,  because  foreign  economies 
do  not  follow  the  same  cycle  as  the  U.S.  economy, 
diversifying  internationally  can  help  reduce  your 
portfolio's  overall  risk. 

Keep  in  mind  that  the  impressive  long-term 
performance  of  international  investments  has  been 
interrupted  at  times  by  significant  declines. 
Nevertheless,  investors  who  have  held  their  foreign 
investments  over  the  long  term  have  been  rewarded. 

The  experience  to  help  you  invest  wisely. 

In  1979,  T.  Rowe  Price  joined  forces  with  Robert 
Fleming  Holdings,  Ltd.,  one  of  the  world's  oldest 
and  most  successful  international  advisers,  to  form 
Rowe  Price-Fleming.  Today,  our  fund  managers 
have  access  to  a  worldwide  network  of  on-site 
investment  analysts,  giving  us  a  distinct  advantage 
in  finding  opportunities  that  can  provide  you  with 
strong  long-term  return  potential. 

All  T.  Rowe  Price  mutual  funds  are  100%  no 
load.  $2,500  minimum  investment,  $1,000  for  IRAs. 


U.S.  vs.  Foreign  Stocks 
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12/88  12/89  12/90  12/91  12/92  12/93 
Cumulative  performance  for  each  10-year  period 

Average  Annual  Total  Returns 

(through  12/31/93) 


Stock  Fund 


European 
Stock  Fund 

lapan  Fund 


Discovery 
Fund 

New  Asia 
Fund 


40.1% 

1  year 

12.1%  17.4% 

5  years       10  years 

27.2% 

6.0% 

1  year 

since  inception 
2/28/90 

20.6% 

1  year 

2.2% 

since  inception 
12/27/91 

49.9% 

1  year 

13.5% 

since  inception 
12/30/88 

78.8% 

31.0% 

1  year 

since  inception 
9/28/90 

Latin  America  Fund 


i 


Call  24  hours  for  your  free  report 

1-800-541-8366 


Invest  With  Confidence 

T.RoweRice 


IIMIi02183i 


*Foreign  returns  arc  expressed  in  U.S.  dollars.  Sources:  Foreign  stocks- Morgan  Stanley  Capital  International  EAFF.  Index  (Europe.  Australia.  Far  East):  I  S  stocks-Standard  &  Poor's  5(K, 
Stock  Index  This  chart  is  for  illustrative  purposes  only  and  does  not  represent  an  investment  in  any  T  Rowe  Price  fund  "Figures  include  changes  in  principal  value,  reinvested  dividends 
and  capital  gain  distributions.  Total  returns  represent  past  performance  and  cannot  guarantee  future  results.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  mon 
or  less  at  redemption  than  at  original  purchase.  Past  and  present  expense  limitations  have  increased  the  Funds  total  return  There  is  no  guarantee  that  the  Funds  will  achieve  theiij 
objectives.  International  investing  has  special  risks,  including  currency  fluctuations,  the  volatility  of  emerging  markets,  and  limited  geographic  focus  Request  a  prospectus  with  mon 
complete  information,  including  management  lees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send  money.  T  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


JG-OF-WAR  AT  THE  FED: 
REENSPAN  VS.  THE  'GANG  OF  12' 


|wice  in  the  past  two  months,  the  Federal  Reserve  has 
announced  decisions  to  raise  interest  rates  as  soon  as 
they  were  made.  This  break  with  tradition  has  been 
bed  mainly  to  House  Banking  Committee  Chairman  Hen- 
5.  Gonzalez  (D-Tex.),  who  has  been  urging  the  central 
:  to  part  its  veil  of  secrecy.  But  the  change  also  reflects 
growing  assertiveness  of  the  Gang  of  12— the  presidents  of 
•egional  Federal  Reserve  banks.  Dissension  within  the  Fed 

I  further  rattle  financial  markets.  And  the  regionals  could 
:heir  strength  to  push  for  aggressive  increases  in  interest 
s.  Chairman  Alan  Greenspan  favors  a 
5  gradual  approach. 

it  the  argument  is  as  much  about  power 
olicy.  For  most  of  Greenspan's  tenure, 
Federal  Open  Market  Committee  (FOMC) 
illy  has  voted  to  approve  a  change  in 
t-term  rates  but  has  left  the  timing  and 
ise  amount  to  the  chairman's  discretion, 
sessional  pressure  for  more  open  policy 
ed  into  the  presidents'  hands.  "It's  time 
all  FOMC  members  to  make  these  deci- 
s  themselves,"  says  former  Fed  Governor 
E.  Gramley,  who  watched  influence  over 
s  slip  from  the  bank  presidents  under 
rman  Paul  L.  Volcker  in  the  early  1980s. 

II  12  presidents  participate  in  FOMC  delib- 
ions,  but  only  New  York  Fed  President 
iam  J.  McDonough  and  four  others— chosen  on  a  rotating 
3— get  to  vote.  With  two  of  seven  seats  on  the  Fed  board 
Dvernors  currently  vacant,  voting  strength  on  the  FOMC  is 
lly  divided  between  governors  and  presidents. 
\lthough  current  policymakers  don't  like  to  talk  about 
Fed's  internal  politics,  former  fomc  members  say  region- 
lieftains  have  been  growing  restive.  Leaders  of  the  move- 
t  for  a  bigger  role  for  the  presidents  have  been  Thomas  C. 
lev  of  St.  Louis,  Jerry  L.  Jordan  of  Cleveland,  Robert  T. 
•y  of  San  Francisco,  and  J.  Alfred  Broaddus  Jr.  of  Rich- 


NEW  YORK  FED'S  McDONOUGH 


mond.  The  New  York  Fed  president  serves  as  FOMC  vice- 
chairman.  McDonough,  who  spent  most  of  his  career  as  a 
commercial  banker,  is  not  considered  as  steadfastly  loyal  to  the 
board  as  was  his  predecessor,  Fed  lifer  E.  Gerald  Corrigan. 

Some  ex-bank  presidents  remember  disputes  over  whether 
Greenspan  could  raise  the  federal-funds  rate— the  interest 
charged  on  overnight  interbank  loans— by  %  or  %  of  a  point  be- 
tween meetings.  Recalls  one:  "We  were  concerned  that  policy 
was  being  taken  away  from  us.  When  we  asked  why  a  move 
shouldn't  be  made  at  the  FOMC,  the  chairman  would  reply: 
'We're  waiting  on  some  more  economic  data.' 
Gonzalez  has  provided  a  reason  to  swing  the 
pendulum  back  the  other  way." 
irony.  Wanting  more  say  over  interest  rates 
isn't  the  only  reason  bank  presidents  are  nip- 
ping at  Greenspan's  powers.  Some  are  still  an- 
gry at  him  for  not  telling  them  until  last  fall 
that  for  17  years  secret  transcripts  of  FOMC 
meetings  had  been  kept— an  admission  forced 
out  of  him  by  Gonzalez.  There  is  also  grum- 
bling that  Fed  authorities  in  Washington  have 
been  pressuring  independent  regional  banks  to 
tighten  budgets  to  counter  Gonzalez'  claims  of 
lavish  Fed  spending.  And  political  conserva- 
tives such  as  Melzer  and  Jordan  resent  what 
they  see  as  Greenspan's  too-cozy  relations 
with  the  Clinton  White  House.  "There  has 
been  a  steady  buildup  of  frustration  among  the  presidents," 
says  Fed- watcher  David  M.  Jones  of  Aubrey  G.  Lanston  &  Co. 

Change  does  not  come  easily  to  the  Fed,  which  cherishes  its 
stability  and  autonomy.  But  Gonzalez'  efforts  to  tighten  the  po- 
litical reins  on  the  central  bank  have  had  an  ironic  result:  The 
presidents  may  be  defending  the  independence  of  the  Fed  by 
restraining  the  independence  of  their  chairman.  And  Gonzalez, 
who  always  favors  cheap  money,  may  have  unintentionally 
helped  push  rates  higher,  faster. 

By  Owen  Ullmann 
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k generational  split  among  House 
Democrats  is  snowing  up,  and  the 
wer  of  Congress'  Old  Bulls  is  slip- 
ig.  Two  key  votes  just  before  the 
ster  recess  show  the  trend.  On  Mar. 
the  younger  generation  defied  the 
liority  system  by  overwhelmingly 
losing  55-year-old  David  R.  Obey 
ris.)  over  74-year-old  Neal  Smith 
wa)  as  acting  chairman  of  the  Ap- 
jpriations  Committee.  One  day  later, 
3  upstarts  crushed  the  House  bar- 
s  to  pass,  on  a  315-110  vote,  a  land- 
irk  bill  that  restricts  gifts  lawmakers 
ly  accept  from  lobbyists.  Losers  in 
th  battles  included  such  powers  as 


Energy  &  Commerce  Committee  Chair- 
man John  D.  Dingell  (Mich.),  Ways  & 
Means  Committee  Chairman  Dan  Ros- 
tenkowski  (111.),  and  Judiciary  Commit- 
tee Chairman  Jack  Brooks  (Tex.). 

The  biggest  winner,  other  than 
Obey,  was  Vic  Fazio  (Calif.),  the  ambi- 
tious chairman  of  the  Democratic  Con- 
gressional Campaign  Committee.  Fa- 
zio, 51,  praised  Obey's  activist  approach 
and  gave  an  impassioned  speech  in  fa- 
vor of  the  lobby-reform  proposal.  The 
next  generational  battle  could  come  in 
April,  when  the  House  may  vote  to 
end  its  exemption  from  the  regulations 
it  imposes  on  business— such  as  equal- 
opportunity  employment  and  health- 
and-safety  rules. 


ENERGY 


Congress  will  soon  probe  what  some 
lawmakers  think  is  a  sweetheart 
deal  between  the  Clinton  Administra- 
tion and  Venezuela.  At  issue  is  a  Mar. 
23  decision  by  the  Environmental  Pro- 
tection Agency  to  reverse  an  earlier 
stand  and  allow  Venezuela's  state- 
owned  oil  company  to  export  to  the 
U.  S.  fuel  that  falls  short  of  Clean  Air 
Act  standards  for  reformulated  gaso- 
line. The  State  Dept.  pushed  for  the 
change  after  Venezuela  charged  the 
U.  S.  with  violating  international  trade 
rules.  Senator  Max  S.  Baucus  (D- 
Mont.)  plans  hearings  in  April,  and  a 
House  investigation  will  likely  follow. 


NGTON  OUTLOOK 


BUSINESS  WEEK/APRIL  11,  1994  43 


Caring. 
In  a  business 
world  grown 
numb,  it's  an 
almost  unfaii 

advantage. 

Products  and  services  are  provided  only  by  operating  subsidiaries  of  CIGNA  Corporation,  which  are  authorized  to  use  the  registered  service  mark  "CIGNA!' 
Life  Assist*   is  underwritten  by  Life  Insurance  Company  ol  North  America 


Judging  by  today's  headlines,  you 


might  think  it's  an  advantage  to  be 


cold,  tough  and  unfeeling.  At  CIGNA, 


we  believe  the  opposite.  That  caring 


and  compassion  and  an  ability  to  look 


at  things  from  the  customer's  point  of 


view  can  go  a  long  way  in  helping  you  succeed.  Fact  is,  caring  is  what  drives  us  to  attend 
to  the  endless  details,  from  the  routine  to  the  innovative,  that  are  so  fundamental  to 
our  customers'  satisfaction.  In  retirement  planning,  it's  what  prompted  us  to  invest  in 
state-of-the-art  systems,  so  that  vital  information  can  flow  swiftly  between  us  and  our 
customers,  and  220,000  monthly  pension  checks  are  issued  on  time.  It's  what  moved  us 
to  develop  a  program  that  stresses  preventive  care  in  treating  asthma,  the  most  common 
cause  of  hospitalization  among  kids,  reducing  emergency  room  visits  by  as  much  as  30°/). 
It's  what  compels  us  to  offer  programs  like  Life  Assist,"  so  that  terminally  ill  people  can  draw 
upon  their  life  insurance  benefits  to  add  comfort  and  dignity  to  their  remaining  days.  Not 


everyone  does  business  this  way.  But  we've  found  that  the  more  we  care,  the  better  our 
business  does.  Is  our  emphasis  on  caring  unfair  to  our  competitors? 
Who  knows?  All  we  know  is,  it's  the  only  fair  way  to  treat  our  customers. 

Cigna 

A  Business  of  Caring. 


Property  &  Casualty     Group  Insurance     Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

Ufc  ■  Accident  •  Disability        Investment  Services       Management       I-ilc  ■  Accident  •  Health       Property  &  Casualty       Insurance        Property  fcl  asualry       Life  fit  Employee  Benefits 
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RAGE 

THE  STREETS 


Angry  youths  demanding  jobs  send  tremors  across  Europe 


ON  THE 

MARCH  IN 

PARIS: 

PROTESTS 

COULD 

BROADEN 


u 


nder  trees  fringed  with  spring 
green,  50,000  students  marched 
down  a  Paris  boulevard  on  Mar. 
25,  taunting  police  and  chanting  slogans 
demanding  jobs.  It  was  one  of  many 
French  demonstrations  that  Europeans 
have  viewed  in  recent  weeks  with  in- 
creasing anxiety.  "These  things  tend  to 
spread  from  one  country  to  another," 
warns  Jorge  Hay,  chief  economist  at 
Banco  Central  Hispanoamericano  in  Ma- 
drid. "Good  weather,"  he  adds  ominously, 
"is  coming  to  Spain." 
■  If  ever  Europe  had  cause  to  worry 
about  young  people  rampaging  in  the 


TOTAL  UNEMPLOYMENT" 


▲  PERCENT 
■UNDER  25  ' 


streets,  it  does  now.  With 
a  deep  recession  in  its 
third  year,  youth  unem- 
ployment has  reached 
frightening  levels,  almost 
double  the  European  av- 
erage (charts).  Companies 
desperate  to  cut  costs 
have  slammed  the  door  shut  to  new, 
mostly  young  hires.  Now,  Europeans  un- 
der 25  are  increasingly  pessimistic  about 
their  chances  of  landing  good  jobs.  Some 
companies  are  trying  to  offer  more  low- 
paying  positions  or  training  programs. 
And  governments,  such  as  the  Nether- 


YOUTH  UNEMPLOYMENT' 


lands,  are  subsidizing  local  compani' 
that  train  the  young.  Yet  the  joblel 
numbers  keep  rising. 

So  does  the  anger  of  European  you* 
At  a  recent  rock  concert  outside  RonjJ 
young  Italians  drowned  out  the  mm 
with  chants  of  "We  want  jobs!"  Votes| 
worried  Italians  under  age  25,  who  sl> 
suffering  from  32%  unemployment,  cleh 
ly  helped  swing  the  country's  electiA 
to  the  right-wing  coalition  of  Silvio  Bjr 
lusconi  (page  51).  He  vows  to  create  cle 
million  new  jobs  through  tax  cuts. 
So  far,  Europe's  young  have  a  ni 
row  agenda.  Unlike  thl 
counterparts  in  1968,  w* 
vowed    to  overthra 
"bourgeois"  society,  Tt 
we  want  is  secure  job' 
says  Franck  Rau,  a  ft 
year-old  law  student  who  marched  9 
one  of  the  Paris  rallies.  But  in  Franv 
at  least,  some  observers  worry  the  pl| 
tests  could  flare  into  a  broader  striliu 
movement  involving  labor  unions.  I. 
movement  has  started  that  may  be  h; 
to  stop,"  says  Albert  Merlin,  econom 
at  French  glassmaker  Saint-Gobain. 
comeback.  France's  Prime  Minister,  I  aii 
ouard  Bahadur,  obviously  fears  such 
chain  reaction.  He  has  killed  the  ph 
that  sparked  students'  anger:  a  bill  m 
permit  entry-level  jobs  at  20%  belijf: 
the  minimum  wage.  The  idea  was  l 
lower  the  hiring  cost  for  employers,  I  u 
students  worried  that  the  bill  would  a  r 
demn  young  hires  to  second-class  stat  « 

Now,  Bahadur  is  proposing  instead 
subsidize  employers  giving  young  peoi  r 
their  first  jobs.  If  that  plan  doesn't  v  ;<< 
the  students  over,  his  chances  of  1  % 
coming  France's  President  a  year  frtfen 
now  could  wither.  His  stock  already  rer 
suffering  from  weak  h; 
dling  of  several  other  j  k> 
mestic  crises.  Student  1. 
oting  helped  the  Sociali 
stage  a  comeback  in 
cal  elections  on  Mar.  2 
The  new  restlessn<> 
of  Europe's  students i 
spreading  even  to  Gerr- 
ny,  whose  apprentices!  I 
system  has  held  do'!- 
the  jobless  rate  amo  r  , 
youth.  But  now  ma  ^ 
manufacturers  no  Ion* 
offer  jobs  automatical 
to  those  who  comply 
apprenticeships,  as  used  to  happi 
Christian  Reuter,  20,  is  feeling  the  bn  > 
of  this  change.  After  apprenticing  as  i 
electrician  with  Deutsche  Bundesp' 
Telekom  in  Dortmund,  he  and  so 
3,450  other  Telekom  apprentices  failed^ 
get  job  offers.  So  Reuter  and  60  otl?" 
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mund  trainees  rebelled,  camping 
in  the  company's  education  center 
this  year.  They  left  when  Tele- 
offered  to  help  them  find  jobs  else- 
e.  Yet  only  two  have  found  work, 
future  is  looking  pretty  dark,"  says 
3r. 

ling  people  around  Europe  echo 
sr's  fears.  A  recent  study  of  3,000 
pean  teenagers  by  ad  agency  BBDO 
pe  shows  they  are  "confused,  vul- 
nile,  obsessed  with  their  economic 
3S,"  says  Susan  Rice,  a  BBDO  special 
cts  director.  Young  Americans  also 
less  affluence  than  their  parents 
ed— but  the  shock  is  greater  in  Eu- 

with  its  tradition  of  job  security, 
young  Europeans  do  find  jobs,  an 
'eling  social  net  and  an  aging  popu- 
I  will  make  them  work  longer  for 
■  benefits  than  in  the  past. 

educational  revolution  in  many 
ries  has  fueled  the  anger  by  raising 
'tations.  In  1980,  only  one-third  of 
I  French  job-seekers  had  a  secon- 
diploma  or  better.  Now,  more  than 
do,  and  they're  not  finding  jobs 
lensurate  with  their  hopes.  Balladur 
ed  off  the  protests,  argues  French 
ogist  Olivier  Galland,  by  implicitly 
ding  diplomas  through  his  proposed 
inimum  v/age.  "The  diploma  is  a 
y  important  symbol  of  [a  young 
•n's]  rise  in  society,"  he  says. 
iLL  step."  Some  efforts  are  being 
to  employ  the  potentially  explosive 
In  Britain,  a  trust  set  up  by  the 
e  of  Wales  is  helping  young  people 
small  businesses.  In  France,  Rhone- 
mc  opened  its  employee-training 
rs  to  any  young  person  who  wants 
i  tend.  But  these  and  other  meas- 
are  "a  small  step,  compared  to  the 
em,"  admits  Rene  Penisson,  the 
any's  human  resources  director, 
vernments  around  Europe  are  also 
:hing  for  ideas.  Spain  is  weighing  a 
apprenticeship  program.  Last  fall, 
um  temporarily  suspended  the  so- 
iecurity  taxes  employers  owe  on 
I  hires  who  have  been  out  of  work 
x  months.  Since  then,  Belgian  corn- 
's have  hired  more  than  15,000 
I  workers.  Most  economists  con- 
however,  that  the  long-term  solu- 
ies  in  eliminating  labor  rules  that 
employers'  ability  to  move  workers 
g  jobs  and  lay  them  off  with  ease, 
reducing  such  flexibility  will  be  a 
sell  for  Europe's  politicians,  who 
be  more  adept  than  Balladur  has 
in  dealing  with  the  young.  Other- 
France's  rite  of  spring  may  spread 
gh  the  Continent  and  make  for  a 
jrous  summer. 

Stewart  Toy  in  Paris,  with  Karen 
y  Miller  in  Bonn,  Patrick  Oster  in 
ids,  Paula  Dwyer  in  London,  and 
i  Sanson i  in  Rome 


'I'VE  NEVER  BEEN 
SO  LOW  IN  MY  LIFE' 


Anne-Marie  Kay  is  running  short 
of  time.  Five  weeks  ago,  she 
quit  her  job  at  a  munitions  fac- 
tory in  England's  industrial  north  to 
find  better  work  in  London.  Since 
then,  the  23-year-old  has  spent  every 
weekday  afternoon  scanning  the  no- 
tices at  local  government  job  centers 
and  ringing  up  prospective  employ- 
ers—with almost  nothing  to  show  for 
it.  Today,  clad  in  the  twentysomething 
uniform  of  black  leather  jacket  and 
black  boots,  she's  back  at  the  job  cen- 
ter, still  hoping  something  will  turn 
up.  If  she  doesn't  land  a  job  by  the 
end  of  the  week,  she'll  run  out  of  rent 
money  and  might  have  to  go  back 
home.  Says  Kay:  "It's  very,  very  dis- 
heartening." 

Kay  isn't  the  only  one  feeling  dis- 
couraged. To  make  hiring  new  workers 
less  costly,  the  British  government  has 


KAY:  HOPING  FOR  A  JOB  AS  A  DENTAL  ASSISTANT  IN  LONDON 


done  away  with  the  minimum  wage, 
nudging  the  average  pay  for  young 
people  downward.  Britain's  move  was 
in  the  same  vein  as  French  Prime  Min- 
ister Edouard  Bahadur's  now-scrapped 
proposal  to  lower  his  country's  mini- 
mum wage.  But  as  Kay  is  learning, 
such  measures  don't  fill  the  help-want- 
ed columns  quickly— not  even  in 
Britain's  recovering  economy.  British 
companies  remain  so  cost-conscious 
that  they  prefer  experienced  part-time 
workers  to  young  workers  who  need 
training.  The  result:  An  official  unem- 
ployment rate  of  16%  among  20-  to  24- 
year-olds,  up  from  about  11%  three 
years  ago. 

Anne-Marie  Kay's  story  is  a  typi- 
cal one  of  tough  slogging  and  slim 
prospects.  After  dropping  out  of  high 
school  at  16,  she  was  hired  at  a  facto- 


ry in  her  home  town  of  Hull.  Her  last 
job  was  making  shotgun  cartridges  at 
a  plant  where  she  worked  10  hours  a 
day  for  four  days  a  week  and  brought 
home  a  weekly  paycheck  of  $210.  She 
wanted  better.  "I'm  not  stupid,"  she 
explains  in  a  thick  Yorkshire  accent. 
"Factory  work  is  a  dead-end  job." 
two  interviews.  So  Kay  gave  notice 
and  set  off  to  London  to  seek  her  for- 
tune. Tiding  her  over  are  $570  in  sav- 
ings, a  $270  loan  from  her  parents, 
and  $31.35  per  week  in  unemployment 
benefits,  which  the  government  pro- 
vides even  to  people  who  voluntarily 
quit.  "I've  come  down  here  to  get  a 
job  where  I  can  learn  something,"  ex- 
plains Kay. 

She  has  applied  for  three  positions 
as  a  dental  assistant  and  for  jobs  as  an 
optician's  assistant,  film  technician, 
courtroom  usher,  and  card  shop  clerk. 

Kay's  brightest  pros- 
pect is  the  assistant's 
job  in  one  of  the  dental 
offices,  where  she  was 
called  back  for  a  sec- 
ond interview.  She 
hopes  to  make  $195  a 
week,  enough  to  cover 
her  $90  weekly  rent 
and  pay  for  groceries. 
At  that  salary,  she'll 
fare  worse  than  she 
did  up  north— at  least 
initially.  Living  with 
her  parents,  she  paid 
just  $37.50  a  week  for 
board. 

Kay  is  no  fan  of  the 
Conservative  govern- 
ment's policies  on  youth  unemploy- 
ment. For  one  thing,  the  government 
is  penalizing  her  for  quitting  her  job  to 
look  for  another  by  paying  her  unem- 
ployment benefits  that  are  40%  less 
than  what  laid-off  workers  get.  And 
in  April,  the  government  will  pilot  two 
schemes  requiring  young  people  who 
have  been  jobless  for  more  than  a  year 
to  work  for  benefits.  Those  who  balk 
will  be  dumped  off  the  dole  and  left  to 
shift  for  themselves.  "The  govern- 
ment?" asks  Kay.  "Ugh." 

For  Kay,  the  idea  of  months  or 
years  of  joblessness  is  chilling.  "I've 
never  been  so  low  in  my  life,"  she 
says.  Of  course,  starting  out  has  al- 
ways been  difficult.  But  for  Britain's 
young  jobseekers,  it  hasn't  been  this 
tough  in  years. 

By  Julia  Flynn  in  London 
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AT&T  IS  m  SMOOTH  OPERATOR 
IN  EUROPE 


Its  old  strategy  bombed,  so  it's  looking  to  the  $160  billion  services  market 


Chalk  up  another  failed  alliance  in 
Europe  for  AT&T.  On  Mar.  26,  the 
U.  S.  telecom  powerhouse  lost  a 
bid  for  an  equipment  joint  venture  with 
$1.5  billion  Italtel,  a  unit  of  Italian  tele- 
com giant  Stet.  Germany's  Siemens 
walked  away  with  the  prize.  The  loss 
couldn't  have  stung  more:  AT&T  should 
have  had  an  inside  track  through  its 
20%  stake  in  Italtel.  But  for  all  AT&T's 
might,  the  world's  largest  telecommuni- 
cations company  has  stumbled  repeat- 
edly over  the  past  decade  in  its  efforts 
to  gain  a  major  slice  of  the  European 
market  (table). 

That's  a  trend  AT&T  CEO  Robert  E. 
Allen  desperately  wants  to  reverse,  es- 
pecially now  that  the  huge  European 
telecom  market  is  finally  opening  up. 
He  plans  to  overhaul  AT&T's  European 
strategy  from  top  to  bottom,  BUSI- 
NESS WEEK  has  learned.  Insiders  say 
AT&T  will  soon  shift  its  efforts  away 
from  equipment  sales  into  services. 
Details  are  still  being  worked  out, 
following  the  arrival  in  February  of 
Pier  Carlo  Falotti,  the  new  president 
of  AT&T  Europe. 

The  goal  is  to  reap  the  benefits  of 
open  competition  in  services 
starting  in  1998.  "What  tele 
phone  companies  spend  mon- 
ey on  will  change  in  a  dereg- 
ulated market,"  explains 
Daniel  Hesse,  CEO  at 
AT&T  Network  Servic- 
es International  in  Hil- 
versum,  The  Nether- 
kinds.  "Public  switching 
[equipment]  will  become 
a  smaller  part  of  their  in- 
vestment, and  there  will  be  a  movement 
toward  revenue-generating  services." 
PARTNERSHIPS.  That  about-face  may 
help  AT&T's  fortunes  in  the  Old  World. 
Europe's  $1HT)  billion  telecom  service 
business  is  four  times  larger  than  the 
market  for  equipment.  Margins  in 
services  are  much  higher,  too.  Opportu- 
nities for  new  players  are  bound  to  lie 
greater  in  services  than  in  an  equip- 
ment business  already  crowded  by  Sie- 
mens, Alcatel,  and  L.  M.  Ericsson.  And 
by  shifting  its  main  overseas  efforts  in 
equipment  sales  to  Asia  and  Latin 
America,  AT&T  could  score  some  points 
with  European  governments  that  are 


worried  about  a  double-barreled  AT&T 
attack. 

AT&T's  new  tack  may  soon  lead  to 
linkups.  One  likely  partner:  Unisource,  a 
network  service  consortium  founded  by 
the  Dutch,  Swedish,  and  Swiss  telecom- 
munications companies.  AT&T  and  Uni- 
source have  teamed  up  to  bid  on  a  pri- 
vate, cross-border  telecom  network  for  a 
group  of  Europe's  biggest  companies. 
The  group's  30  members,  including  Rank 
Xerox,  DuPont,  ICI,  Philips,  and  3M, 
have  combined  annual  phone  billings  of 
$2  billion.  A  win  in  partnership  with 
Unisource  would  give  AT&T  a 
strong  base. 

Time  is  running  out  to 
strike    deals.  AT&T's 
three-way  talks  with 


1980s  Loses  out  to  Sweden's 
Ericsson  in  bidding  for  a  stake 
in  French  switchmaker  CGCT. 
Philips  Electronics  phases  out 
of  a  six-year-old  joint  venture 
in  telecom  equipment. 


reach  that  goal  without  a  major  pi 
ence  in  Europe,  which  already  is 
world's  largest  telecom  market  in  do 
terms.  "Europe  will  determine  whet 
or  not  AT&T  can  achieve  its  growth  oh 
fives,"  says  Ronald  Altman,  an  analys 
Furman  Selz  in  New  York. 

AT&T's  most  delicate  task  will  be 
assuring  would-be  European  partii 
that  they  won't  be  devoured  by  the 
billion  U.  S.  company.  Since  its  early 
forts  in  the  1980s  to  ease  into  Eur 
through  an  alliance  with  Philips  E 
tronics,  AT&T  has  been  feared  for 
size  as  well  as  its  desire  to  domir 
the  market.  "Everyone  is  worried  al 
being  skinned  alive  by  AT&T,"  says  K 
Mallinson,  research  director  at  Yan 
Group  Europe  in  Watford,  England 
Such  worries,  combined  with  its  < 
arrogance,  has  all  but  iced  AT&T  ou 
Europe.  For  years,  it  insisted  that 
rope's  phone  companies  ac 
their  systems  to  its  swi 
rather  than  it  adop 
to  theirs.  The  res 
The  company  h 
only  4%  of  the  pi 
switch  market  ai 


1992  Talks  for  a  union  with  ; 
Cable  &  Wireless  collapse. 

1993  Starts  negotiations  with 
France  Telecom  and  Deutsche 
Bundespost  Telekom  to  team 
up  in  network  services.  The 
talks  fizzle  out  in  early  1 994. 


AT&T:  UNABLE  TO 
FIND  A  PARTNER 


1994  Plans  to  sell  20%  inter 
est  in  switchmaker  Italtel 
following  joint  venture  agrei 
ment  between  Italy's  Stet  an 
Germany's  Siemens.  Pushes 
for  major  link  up  with 
Unisource,  a  Swiss,  Dutch, 
and  Swedish  group. 


France  Telecom  and 
Deutsche  Bundespost  Telekom  have 
"sunk"  for  now,  says  one  European  exec- 
utive. Negotiations  with  Energis, 
Britain's  third-largest  long-distance  car- 
rier, have  also  stalled.  But  the  U.  S. 
company  may  yet  join  forces  with 
Deutsche  Telekom,  whose  CEO,  Helmut 
Ricke,  calls  AT&T  an  "ideal  partner." 

AT&T  can't  afford  any  more  missteps. 
The  alliance  last  June  between  British 
Telecommunications  PLC  and  MCI  Com- 
munications Corp.  has  only  increased 
pressure  on  AT&T  to  come  up  with  a  suc- 
cess. CEO  Allen  has  vowed  to  boost  inter- 
national sales  from  25%  to  40%.  He  won't 


slender  5%  of  the  market  for  tr 
mission  equipment,  accordin 
market  researcher  Dataq 
Inc.  "In  Western  Europe, 
have  a  real  problem,  they 
definitely  a  second-tier  pla? 
says  John  Dinsdale,  senior 
communications  analyst  at  Dataqi 
European  partners  could  changt 
that.  To  attract  them,  AT&T  will 
PTTs  advice  on  how  to  compete  in  de 
ulated  markets  as  well  as  an  arra 
cutting-edge  services  to  help  them  I 
revenues.  "The  European  PTTs  hav 
get  ready  for  competition  quickly," 
Hesse.  "We've  been  down  that  road 
fore."  That's  a  clever  pitch,  but  ri' 
particularly  British  Teleeommunicat 
will  be  making  similar  offers.  The  b 
for  Europe  will  tell  just  how  much 
has  really  learned  about  competitor] 

By  Gail  Edmondson  in  Paris, 
John  Rossant  in  Rome  and  Julia  Flyt 
London 
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INTERNATIONAt  | 


Every  man  over  50  should  take  this 


PROSTATE  TES 


pleased 


to******® 


If  you  answered  "yes"  to  any  question,  you  should  see  your  doctor. 
You  may  be  experiencing  the  symptoms  of  a  condition  called 
benign  prostatic  hyperplasia  (BPH),  which  is  an  enlargement  of 
the  prostate  gland. 

Affecting  one  out  of  three  men  over  the  age  of  50,  symptomatic 
BPH  can  be  caused  by  a  tightening  of  muscles  inside  the  prostate. 
These  tightened  muscles  can  slow  the  flow  of  urine,  leading  to 
the  kinds  of  urinary  symptoms  described  above. 

There  are  three  basic  treatment  options  for  symptomatic  BPH: 
"watchful  waiting,"  which  entails  having  regular  checkups 
over  time;  surgery;  and  medication. 

HYTRIN:  A  New  Treatment  Option 

HYTRIN  is  a  once-a-day  medication  that  can  rapidly  treat 

bothersome  BPH  symptoms.  HYTRIN  works  by  relaxing  the 


Please  see 

patient  information 

on  adjacent  page. 
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muscles  that  have  tightened  in  the  prostate,  increasing 
urine  flow  and  decreasing  urinary  symptoms.  With  HYTRIN, 
you  can  see  improvement  in  2  to  4  weeks. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at 
the  beginning  of  treatment  (or  if  you  miss  doses  and  then 
start  taking  the  medication  again).  You  may  feel  dizzy,  faint, 
or  "light-headed,"  particularly  after  getting  up  from  a 
chair  or  bed. 

If  you  have  any  urinary  symptoms,  see  your  doctor. 

Only  your  doctor  can  properly  diagnose  symptomatic  BPH 

(or  other  conditions  such  as  prostate  cancer). 

And,  only  your  doctor  can  treat  your  bothersome  BPH  symp- 
toms with  HYTRIN.  For  FREE  information  on  symptomatic 
BPH  and  HYTRIN,  please  call  1  - 8 0 0 "47 7"7 7 7 8 


ASK  YOUR  DOCTOR  U^fTt^/M 
TODAY  ABOUT  MM  M  M  IIIII 

(terazosin  hci) 


HYTRIN 

'terazosin w) 


PATIENT  INFORMATION 
ABOUT 
HYTRIN  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  1BPH1 


Please  read  this  leaflet  before  you  start  taking 
HYTRIN.  Also,  read  it  each  time  you  get  a  new  pre- 
scription. This  information  should  NOT  take  the  place 
of  a  full  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  vou  start  taking  it  and  al  your  regular  check- 
ups 

HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension).  This  leaflet  describes  HYTRIN 
only  as  a  treatment  for  BPH 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder  It 
surrounds  the  urethra  ivou-REETH-rah).  which  is  a 
tube  that  drains  urine  from  the  bladder.  BPH  is  an 
enlargement  of  the  prostate  gland.  The  symptoms  of 
BPH.  however,  can  be  caused  bv  an  increase  in  the 
tightness  of  muscles  in  the  prostate.  If  the  muscles 
inside  the  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  the  flow  of  urine.  This  can  lead  to  sv  mp- 
toms  such  as: 

•  a  weak  or  interrupted  stream  when  urinating 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delav  when  you  start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night,  or 

•  a  feeling  that  you  must  urinate  right  away 
Treatment  options  for  BPH 

There  are  three  main  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchful  Waiting" 
Some  men  have  an  enlarged  prostate  gland,  but  no 
symptoms,  or  symptoms  that  are  not  bothersome. 
If  this  applies.  \ou  and  vour  doctor  ma\  decide  on 
a  program  of  monitoring  including  regular  check- 
ups, instead  of  medication  or  surgery. 

•  Medication.  There  are  different  kinds  of  medica- 
tion used  to  treat  BPH  Your  doctor  has  prescribed 
HYTRIN  for  you.  See  "What  HYTRIN  does" 
below. 

•  Surgery.  Some  patients  mav  need  surgery.  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures to  treat  BPH.  Which  procedure  is  best 
depends  on  your  symptoms  and  medical  condi- 
tion. 

What  HYTRIN  does 

HYTRIN  relaxes  the  tightness  of  a  certain  type  of 
muscle  in  the  prostate  and  at  the  opening  of  the  blad- 
der. This  mas  increase  the  rate  of  unne  flow  and/or 
decrease  the  symptoms  you  are  having. 

•  HYTRIN  helps  relieve  the  symptoms  of  BPH.  It 
does  NOT  change  the  size  of  the  prostate,  which 
may  continue  to  grow .  Howev  er.  a  larger  prostate 


does  not  necessarily  cause  more  or  worse  symp- 
toms. 

•  If  HYTRIN  is  helping  you.  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
of  starting  to  take  the  medication. 

•  Even  though  you  take  HYTRIN  and  it  may  help 
you.  HYTRIN  may  not  prevent  the  need  for 
surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Can  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VERY  FIRST  DOSE.  You  may 

feel  dizzy,  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  after  you've  taken  the  first  few  doses, 
but  can  occur  at  any  time  while  you  are  taking  the 
drug.  It  can  also  occur  if  you  stop  taking  the  drug  and 
then  re  start  treatment. 

Because  of  this  effect,  your  doctor  may  have  told  you 
to  lake  HYTRIN  at  bedtime.  If  you  take  HYTRIN  at 
bedtime  but  need  to  get  up  from  bed  to  go  to  the  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  It  is  also  important  to 
get  up  slowly  from  a  chair  or  bed  at  any  time  until  you 
team  how  you  react  to  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  of  the  medication.  If  you  begin  to  feel  dizzy,  sit 
or  lie  down  until  you  feel  better. 

•  You  will  start  w ith  a  I  mg  dose  of  HYTRIN.  Then 
the  dose  will  be  increased  as  your  body  gets  used 
to  the  effect  of  the  medication. 

•Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  blurred  or  hazy 
vision,  nausea,  or  "puffiness"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  vou  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  to  4  weeks.  So.  you  will  need  to  continue  seeing 
your  doctor  to  check  your  progress  regarding  your 
BPH  and  to  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  for  your 
BPH  and  not  for  prostate  cancer.  However,  a  man 
can  have  BPH  and  prostate  cancer  at  the  same 
time.  Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  w  hen  they 
turn  50  ( or  40  if  a  family  member  has  had  prostate 
cancer  l.  These  checks  should  continue  even  if  you 
are  taking  HYTRIN.  HYTRIN  is  not  a  treatment 
for  prostate  cancer. 

•About  Prostate  Specific  Antigen  (PSAi.  Your 
doctor  may  have  done  a  blood  test  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not 
affect  PSA  levels.  You  may  want  to  ask  your  doc- 
tor more  about  this  if  you  have  had  a  PSA  test 
done. 

How  to  take  HYTRIN 

Follow  sour  doctor's  instructions  about  how  to  take 
HYTRIN.  You  must  take  it  every  day  at  the  dose  pre- 
scribed. Talk  with  vour  doctor  if  you  don't  take  it  for 
a  few  days,  you  may  have  to  restart  it  at  a  1  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  with  anyone  else;  it  was  prescribed  only  for 
you. 

Keep  HYTRIN  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOl'T  HYTRIN 
AND  BPH.  TALK  WITH  YOUR  DOCTOR. 
NURSE,  PHARMACIST  OR  OTHER  HEALTH 
C  ARE  PROVIDER. 
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The  Burning  Must  Stor 
NOW! 


Th  e  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2%  of  the  earth's  sur- 
face Yet.  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species  Tragically. 
96.000  acres  of  rain 
forest  are  burned 
every  day. 

\ou  can  help  stop 
this  senseless  destruction  Right  now 
you  can  join  The  National  .Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

w  hen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke  You'd  better  call  now. 

t>0'.„„ 


"The  National 

.Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 
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IN  THE  ITALIAN  MIRACLE' 

ITHSTAND  BERLUSCONI'S  DEALMAKING? 


I  ilvio  Berlusconi's  Forza  Italia  promised  voters  a  "new 
|  Italian  miracle"  following  the  purge  of  the  political  es- 
'  tablishment  in  a  huge  corruption  cleanup.  It  certainly 
d  off  a  remarkable  feat  in  the  Mar.  27-28  national  elec- 
.  Formed  only  three  months  ago,  Forza  Italia  led  a  right- 
coalition  that  crushed  its  centrist  and  leftist  rivals,  con- 
ed a  shoo-in  just  a  few  weeks  earlier.  It  was  one  of  the 
startling  political  upsets  in  recent  memory, 
it  Berlusconi,  57,  still  faces  huge  challenges.  Namely,  can  he 
fiate  the  new  government  the  way  his  $6.2  billion  Fininvest 
)  dominates  Italian  commercial  TV,  publishing,  retailing,  and 
rtising?  Based  in  Milan,  Berlusconi 
.cquired  a  fearsome  reputation  as  a 
tnsense,  sometimes  autocratic  boss. 
ie'11  need  to  show  more  subtlety  to 
nue  his  political  success, 
•rlusconi's  cobbled-together  coali- 
is  far  from  solid.  With  366  of  630 
I  Forza  Italia  controls  the  largest 
imentary  bloc.  But  to  maintain  a 
majority  for  a  stable  government, 
isconi  needs  to  rely  on  two  seem- 
irreconcilable  coalition  partners: 
:onservative  National  Alliance,  led 
eofascist  Gianfranco  Fini,  and  the 
•alist  Lega  Lombarda,  headed  by 
populist  Umberto  Bossi.  After  the  vote,  while  noisy 
-wing  victory  rallies  in  Rome  and  Milan  were  still  wind- 
lown,  Bossi  launched  a  withering  verbal  attack  on  Fini, 
g  him  the  head  of  the  "reactionary  right." 
FIELDS.  A  dangerous  rivalry  has  also  emerged  between 
!  and  Berlusconi.  Although  the  Lega  helped  bring  down 
orrupt  old  guard  in  Rome,  many  of  Bossi's  supporters  in 
wealthy  North  are  deserting  to  join  Forza  Italia.  Bossi  is 
of  backing  a  Berlusconi  bid  for  the  Prime  Minister's  of- 
or  fear  it  would  help  marginalize  his  own  movement, 
hile  a  deal  to  form  a  new  government  is  likely  by  mid- 


THE  MEDIA  KING  EXUDES  CAN-DO  OPTIMISM 


April,  a  Berlusconi-led  coalition  could  still  find  the  going 
tough.  Although  trends  such  as  lower  inflation  and  an  export 
boom  point  to  an  end  to  Italy's  worst  recession  since  World 
War  II,  the  markets  have  turned  jittery,  reflecting  worry 
that  Berlusconi  may  go  for  quick  fixes  such  as  tax  cuts  and  fis- 
cal incentives  to  reduce  Italy's  12%  unemployment.  Analysts 
wonder  whether  he  has  the  stomach  to  cut  Italy's  massive 
budget  deficit  and  restructure  state  industry.  "I'm  worried 
about  Reagan-style,  feel-good  solutions,"  says  one  leading  pol- 
icymaker. "Our  problems  go  deeper  than  that." 

Another  minefield  is  the  potential  for  conflicts  of  interest  in 
a  government  led  or  dominated  by  Ber- 
lusconi. Fininvest  pumped  millions  of 
dollars  into  his  campaign,  and  scores  of 
company  executives  have  been  seconded 
to  the  Forza  Italia  campaign  and  move- 
ment. Furthermore,  an  aggressive  ac- 
quisition program  has  swelled  Fininvest 
debt  to  $2.2  billion-the  bulk  of  it  held 
by  state-owned  banks  such  as  Rome's 
Banca  Nazionale  di  Lavoro.  "There  just 
aren't  precedents  in  any  other  West- 
ern democracy  for  this  mix  of  business 
and  politics,"  says  Emilio  Rossi,  head 
of  DRl/McGraw-Hill  in  Milan.  The  prob- 
lem could  be  reduced  if  Berlusconi  sold 
off  various  business  ventures,  as  he  now  promises  to  do. 

And  Berlusconi  has  other  cards  to  play.  The  Milanese  media 
king  exudes  a  Reaganesque,  can-do  optimism,  which  could 
be  just  what  Italy  needs  as  it  begins  to  rebuild  a  political  sys- 
tem shattered  by  corruption  scandals.  Pro-business  policies,  no 
doubt,  may  help  spur  the  recovery.  And  Italy  now  has  a 
built-in  safety  valve:  It  can  throw  the  rascals  out— an  ability 
completely  lacking  under  the  old  regime,  which  collapsed  un- 
der the  weight  of  thousands  of  indictments.  This  new  possi- 
bility of  changing  the  guard  is  the  real  Italian  miracle. 

By  John  Rossant  in  Rome 


I  BALWRAPUPI 


I    TOKYO  BANKER 


he  race  is  on  for  a  successor  to  M. 
Yasushi  Mieno  as  governor  of  the 
k  of  Japan.  Likely  candidates  seem 
>e  three  former  Finance  Ministry  of- 
tls.  That's  no  surprise,  as  the  post 
Htionally  falls  to  BOJ  men  and  Fi- 
ce  officials,  and  Mieno  was  from 
central  bank.  But  more  intriguing 
iOJ-watchers  is  that  the  early  fa- 
ite  is  Yasuo  Matsushita,  68,  now 
irman  of  Sakura  Bank  Ltd.  Mat- 
igfca,  who  spent  34  years  at  Finance 
>re  joining  Sakura  in  1986,  would  be 
f  the  second  governor  to  come  by 
i  of  a  private-sector  bank. 
k)me  analysts  think  that  could  be  a 


plus  for  the  banks,  still  wallowing  in 
bad  debts  officially  reported  at  $120 
billion  but  estimated  to  be  up  to  three 
times  that.  A  sympathetic  central 
banker  might  speed  up  the  slow  write- 
off process.  It's  also  thought  Matsushi- 
ta will  be  careful  not  to  jack  up  rates 
too  fast  as  the  economy  improves. 

MAJOR'S  PRATFALL 

The  wrangle  over  allowing  Austria, 
Finland,  Norway,  and  Sweden  to 
join  the  European  Union  has  turned 
into  another  setback  for  British  Prime 
Minister  John  Major.  He  blocked  the 
entry  for  two  weeks  because  it  would 
dilute  British  veto  power  over  workers' 
rights  and  other  social  measures  he 


opposes.  But  he  ended  up  getting  only 
minor  concessions.  Now,  his  standing  is 
even  lower  in  Britain,  and  some  mem- 
bers of  Parliament  from  his  own  Con- 
servative Party  are  openly  calling  for 
his  resignation. 

ARMENIA  AND  RUSSIA 

Frustrated  at  Western  reluctance  to 
assist  in  refurbishing  its  shut-down 
Medzamor  nuclear  plant,  energy- 
starved  Armenia  is  turning  to  Russia 
for  nuclear  fuel  rods  and  technical  as- 
sistance. The  Russians  are  gradually 
reasserting  their  influence  over  many 
former  Soviet  republics  through  a  va- 
riety of  means,  including  energy  and 
economic-aid  deals. 
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WHEN  A  LAWYER  AT  GM'S 


HO  IN  ZURICH   IS  WORK 


ING     ON     A  DOCUMENT 


IN    CONJUNCTION  WITH 


STAFF  IN  LONDON,  PARIS 


AND  ANTWERP.  ALL  HAVE 


ACCESS    TO    THE  SAME 


INFORMATION  VIA  NOTES 


AND    WITH    NOTES.  ALL 


TEAM       MEMBERS  CAN 


CONTRIBUTE   AND  KEEP 


UP  TO  DATE. 


To  aggressively  meet  the  challenges  of  competing  in  a  "Unified  Europe,"  Gens 

Central  to  this  new  structure  is  Lotus  Notes,  the- 

GENERAL  MOID! 
UNIFY  EUROPE.  HOI 


GM  Europe  is  as  large  and  complex  as  some 
countries  With  over  100,000  people,  plus  6,500  dealers, 
it  operates  across  18  languages  and 
countless  networks.  With  multinational 
divisions  including  Opel,  Vauxhall  and 
Saab,  GM  boasts  two  of  the  fastest 
growing  car  lines  in  Europe. 

Lotus  Notes'*  unique  teamwork  capabilities  and 


rich  data  management  facilities  allow  GM  to  carry  dp 
time-sensitive  contractual  and  developmental  wort 
by  teams  dispersed  across  the  continent.  To  sharh 
financials.  To  improve  manufacturing  standards,  ft 
To  upgrade  dealer  service  To  track  market  trendf^ 
And  finally,  to  accelerate  key  business  processes. 
According  to  Pat  Hickey,  GM  Europe's  OIS 
Information  Manager,  "Notes  is  the  forum  for  exchange 


•In  Canada  call  I  -800-CO-LOTUS  CM  Europe  worked  with  Lotus  Business  Partner,  EDS  Contact  lane  Bamlord  EDS  Technical  Products  Division,  Wavendon  Tower,  Wavendon  Milton  Keynes  MK 1 78L! i 
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rs  Europe  has  streamlined,  with  the  help  of  EDS,  a  Lotus  Notes  Business  Partner, 
il  of  a  new  category  of  software  called  groupware. 

USES  NOTES  TO 
IG  IS  YOUR  PROBLEM? 


lation  and  ideas  to  make  us  more  competitive. 
;ing  it  is  one  of  the  most  popular  decisions  we've 
nade." 

oday,  operations  are  so  efficient  that  the  entire 
iean  continent  is  run  from  a  central  office  of  just 
eople  and  so  effective  that  General  Motors  has 
I  from  #5  in  Europe  to  #2  over  the  last  few  years, 
tow  plans  are  underway  to  get  approximately 


40,000  Notes  users  on  line  in  the  US  by  1996. 
Evidently,  what's  good  for  General  Motors  Europe, 
is  good  for  America. 

To  learn  what  Lotus  Notes  can  do  for  your  com- 
pany call  for  our  free  video:  The  Executive  Guide 
to  Lotus  Notes.  Or  to  find  out  about  becoming  a 
Lotus  Authorized  Business  Partner, 
call  1-800-828-7086,  ext.  9525*      Working  Together 
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CONSUMER  PRODUCTS  I 


PAINKILLERS  ARE 
ABOUT  TO  O.D. 


With  so  many  me-too  products,  a  shakeout  is  just  about  inevitable 


You  think  you've  got  headaches: 
Imagine  being  a  pharmacist  try- 
ing to  figure  out  how  to  squeeze 
yet  another  pain  reliever  onto  your  al- 
ready jam-packed  over-the-counter 
shelves.  Howard  D.  Wolfson,  a  Wynne- 
wood  (Pa.)  druggist,  thinks  it  can't  be 
done.  "The  days  of  shoving  things 
on  the  shelf  are  over,"  says  Wolfson. 
His  solution:  "See  what's  not  moving 
and  pull  it." 

Such  hardheadedness  is  only  going  to 
worsen  the  awful  ringing  in  the  ears 
of  marketers  in  the  glutted  $2.6  billion 
analgesics  business.  After  nearly  a 
decade  in  which  manufacturers  in- 
troduced more  than  400  pain  reliev 
ers,  a  shakeout  appears  to  be  under 
way.  Sales  of  five  of  the  top  nine 
analgesic  brands  tumbled  in  the 
52  weeks  ended  Jan.  30,  according 
to  researcher  Information  Re 
sources  Inc.  (table).  Among  the 
losers  were  such  industry  stal- 
warts as  Nuprin  (-18.5%), 
Anacin  (-10.2%),  and  Bayer 
(-7%).  Consumers,  correctly  per- 
ceiving little  difference,  have  been 
moving  in  droves  to  private-label 
painkillers.  Sales  of  those  lower 
cost  knockoffs  jumped  14.8%,  to  $508 
million,  making  them  a  collective  No.  2, 
behind  only  Tylenol. 
ANALGESIC  ONSLAUGHT.  Soon,  the  bat- 
tle will  grow  even  fiercer.  Late  this 
spring,  Procter  &  Gamble  Co.  wi 
launch  Aleve,  a  nonprescription  version 
of  Syntex  Corp.'s  Anaprox,  an  anti-in- 
flammatory drug  that  is  popular  with 
arthritis  sufferers.  Rivals  are  bracing 
for  a  marketing  onslaught  as  the 
company  behind  such  staples 
as  Tide  and  Pampers  tries  to 
make  the  most  of  the  first  truly  new 
over-the-counter  pain  medicine  since  the 
introduction  of  ibuprofen  10  years  ago. 
Some  analysts  say  the  drug  could  win 
10%  of  the  market,  which  would  make  it 
No.  4^betweeu  Advil  and  Excedrin. 

Industry  watchers  expect  P&G  to 
launch  a  focused  marketing  attack  em- 
phasizing Aleve's  prescription  heritage. 
An  additional  point  of  difference  is 
Aleve's  8-  to  12-hour  dosage,  which  lets 


users  go  through  a  workday  or  a  night's 
sleep  without  needing  to  take  a  second 
dose.  P&G  is  also  expected  to  tout  a  nov- 
el, easy-to-open  childproof  cap. 

Even  for  a  marketing  powerhouse 
such  as  P&G,  success  isn't  a  sure  bet. 
Its  last  analgesic  bid,  a  coated  aspirin 
called  Encaprin,  was  overwhelmed  by 


□  ADVIL 

$344.9  +6.3* 


□  TYLENOL 

$699.3  +5.4" 

□  EXCEDRIN 

$113.3  -0.4" 

□  MOTRIN  IB 

$92.5  +5.3" 


a  ECOTRIN 

$49.3  -7.6" 


Q  PRIVATE  LABEL 
$508  +14.8" 


\ 


Q  TYLENOL  PM 

$95.6  +22.4" 


□  NUPRIN 

$49.2  -18.5" 


category    CHANGE  FROM  1993 

$2.6 

BILLION 

+5.1" 

OH,  MY 
ACHING  BRAND 

Sales  of  analgesic  tablets  in 
food  stores,  drugstores,  and 
mass  merchandisers  for  the  52 
weeks  ended  Jan.  30,  1  994 

DATA:  INFORMATION  RESOURCES  INC 

the  ibuprofens  and  was  subsequently 
yanked.  This  time  around,  though,  P&G 
has  something  really  new  to  sell,  and  it 
could  wreak  havoc.  The  analgesic  market 
has  been  muddled  by  a  flurry  of  me-too 
products  and  line  extensions,  with  mar- 
keters slapping  their  brand  names  on 
reformulations  for,  say,  sinus  pains, 
colds,  or  backaches.  Their  bet:  The  big 
brand's  luster  would  carry  over  to  the 
newcomer.  But  the  line  extensions  typi- 


to 

cally  offer  consumers  little  that  isn't  i| 
ready  available  in  the  market.  "Tl 
amount  of  duplication  is  staggering 
says  Marc  M.  Sterger,  national  rm 
chandising  manager  for  McKesson  Dn- 
Co.,  a  major  drug  distributor 

That  redundancy  has  forced  Bris 
Myers  Squibb  Co.,  for  example,  to 
tually  abandon  its  aspirin-free  Exc 
IB.  After  three  years,  the  ibuprof 
based  product  is  posting  only  $3.5 
lion  in  annual  sales,  well  below  t 
ibuprofen  leader,  Advil,  with  $345  n#iC 
lion.  The  company  is  now  concentratiir 
its  marketing  on  regular  Excedrin,  wi 
a  tightly  focused  ad  campaign  suggest! 
that  Excedrin  is  better  for  serio 
headaches  than  Tylenol.  "Extending  ofl 
successful  trademark  no  longer  wor 
as  well  as  it  once  did,"  says  Brist  s 
Myers  Products  group  marketing  mf ,, 
ager  Samuel  Moed. 
BAYER  NECESSITY.  That's  a  painful 
Sterling  Winthrop,  the  Kodak  unit  tl 
makes  Bayer,  is  also  learning.  In  19! 
the  company  began  launching  no  few 
than  11  Bayer  line  extensions.  It  Mj;.; 
spent  more  than  $116  million  on  aj| 
and  promotions  trying  to  positi  § 
the  new  Bayer  Select  line  as  t  si 
one  brand  to  remember  for  pai  ;jM 
from  headaches  to  body  acht 
arthritis,  cold  and  flu  symptorij,, 
sinus  problems,  and  menstru 
cramps.  But  with  annual  sa  , 
of  just  $44  million,  Bayer  {  Wt 
lect  has  captured  paltry 
shares  of  the  analgesic  and  co 
allergy  -sinus  markets.  Me<j 
while,  Bayer  aspirin,  the  moth 
brand,  has  slipped  7%,  to  $1  j,,, 
million. 

The  problem,  marketing  cons 
tants  say,  is  that  the  Bayer  bra 
name  means  aspirin.  It  has  little  rev 
nance  when  it's  slapped  on  Bayer  !  r 
lect  products  containing  acetaminophu 
ibuprofen,  or  pseudoephedrine— all " 
which  appear  in  much  better-kno 
guises  in  established  rivals  such 
Tylenol,  Advil,  and  Sudafed.  "Baye 
brand  equity  has  been  compromise! 
says  David  0.  Williams,  a  princil 
in  New  England  Consulti 
Group. 

In  contrast,  Johnson  &  Johnson  1|» 
extended  Tylenol  into  remedies  for  | 
erything  from  allergies  to  kids'  sniffl. 
But  J&J  has  stuck  with  the  ingredi* 
consumers  associate  with  Tylenol— j? 
etaminophen— in  the  products.  Tylel 
also  has  the  benefit  of  being  the  N« 
analgesic  brand— which  gives  it  the  ink 
keting  muscle  to  build  the  product  lp 
with  tactics  such  as  the  Tylenol  Stcf, 


SIS 


its  new  in-store  displays  that  featunt 
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assortment  of  Tylenol  remedies 
rochures. 

course,  the  makers  of  over-the- 
er  nostrums  aren't  alone  in  their 
>f  line  extensions.  Companies  con- 
to  shove  them  out  at  a  dizzying 
86%  of  all  new  products  launched 
in  1993  were  line 
extensions,  up  from 
70%  in  1984,  ac- 
cording to  Edward 
F.  Ogiba,  president 
of  Group  EF()  Ltd., 
which  surveys  com- 
panies on  new- 
product  trends. 
Some  marketers 
there's  still  plenty  of  power  in 
spin-offs.  "Ingredients  come  and 
's  the  brand  name  that  counts," 
Jerry  J.  Siano,  president  of  N.W. 
Inc.,  the  ad  agency  that  launched 
■  Select.  Sterling  says  it's  happy 
:he  line. 

,  some  analgesic  marketers  are  be- 
lg  to  question  the  product  prolif- 
n  they've  all  indulged  in.  Hoping  to 
on  the  success  of  its  Advil  brand, 
cample,  American  Home  Products 
launched  Advil  Cold  &  Sinus.  But 
year-old  spin-off  has  had  less  than 
fflion  in  sales  in  the  last  year.  Ex- 
say  consumers  think  of  Advil 
/  for  headaches,  making  it  tough  to 
lien  the  brand's  franchise.  While 
3W  Davis,  senior  vice-president  for 
ican  Home's  Whitehall  Laborato- 
,  init,  says  Advil  Cold  &  Sinus  is  "a 
rate  success,"  don't  look  for  many 
Advil  line  extensions.  "New  prod- 
-meaning  totally  new  drug  enti- 
are  a  much  better  way  to  go," 
says. 

START.  Companies  that  are  going 
better  way  have  made  inroads, 
jeigy  Corp.'s  Efidac/24  deconges- 
for  instance,  uses  a  novel  formula- 
to  spread  the  effect  of  its  pseu- 
ledrine  over  a  full  24  hours,  twice 
me  of  other  long-lasting  remedies, 
i  come  out  of  the  gate  fast,  snaring 
$18.5  million  in  sales  since  being 
hed  in  September.  And  Sandoz 
\s   Tavist-D   antihistamine  has 
sd  since  being  moved  from  pre- 
dion to  over-the-counter  in  October, 
hitting  $95.9  million  in  sales, 
n't  expect  line  extensions  to  go 
though.  After  all,  says  consultant 
i,  they  produce  short-term  sales 
consumers,  drawn  by  the  i'amil- 
ime,  try  the  item.  And  short-term 
are  what  matters  in  market  tests 
w  products.  The  problem  is,  most 
generate  repeat  business.  For  last- 
llief,  it  takes  more  than  just  mim- 
;  \  the  competition. 
I  Joseph  Weber  in  Philadelphia,  with 
\iry  Schiller  in  Cleveland 
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#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster- 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return** 


30% 

25 

20 

15 

10 

5 

0 


S&P500 

14.7% 


KAUFX 
FUND 

26.6% 


More  than  twice  the  average  total 
annual  return  of  all  funds.* 

Morningstar  5  Star  (*****)  Rating 

(as  of  12/31/93) 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital  appre- 
ciation through  investment  in  small 
growth  companies.  The  Fund 
invests  primarily  in  companies 
beyond  the  venture  stage  that  are 
profitable  and  have  substantial 
growth  prospects. 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  co-managers. 


For  information  call: 


1-800-562-9210 


*  Period  of  12/4/87-12/31/93. 

"Five  year  period  ending  12/31/93,  per  Lipper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after  reorganization,  the 
Fund's  total  return  was  229.63%.  The  Fund's  compounded  annualized  return  to 
December  31,  1993  for  the  one  year,  and  2/86-12/93  periods  are  18.2%,  16.4% 
respectively.  Total  returns  for  periods  ending  December  31,  1993  are  historical  and 
include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a 
0.2%  redemption  fee  and  a  12b-1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged 
index  consisting  of  the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more 
information  including  charges  and  expenses,  please  read  the  prospectus  carefully  before 
you  invest.  The  performance  cited  represents  past  performance  which  is  not  indicative  of 
future  results;  investment  performance  fluctuates;  fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


-jflost  service  providers 
offer  a  road  map. 

But  how  many 
are  willing  to  dig  in  and 
help  pave  the  road? 


To  help  you  reach  your  business  goals, 
's  Services  do  more  than  point  the  way. 
irovide  concrete  means  for  getting  you 
.  In  fact,  we  even  join  you  in  the  trenches. 
Unisys  Systems  Integration  ties 
her  all  the  elements  of  your  information 
onment,  no  matter  whose  systems  make 
air  environment. 

Unisys  Consulting  services  work  closely 
you  to  develop  a  pragmatic,  information 
lology  plan-a  plan  serving  your  business 
and  not  the  other  way  around.  Our 
en  Application  Development  process 
is  us  with  customers  to  identify  real- 
d  results  before  designing  applications 

Unisys  Corporation 


on  which  those  results  will  depend. 

Through  our  end-user  Education  ser- 
vices, you  gain  the  practical  knowledge 
essential  for  bringing  out  the  best  in 
people  and  technology,  ensuring  that  strong 
planning  yields  a  strong  outcome.  And  Unisys 
Outsourcing  will  shoulder  responsibility 
for  your  IS  operations,  freeing  you  to  focus 
energy  and  resources  on  your  core  business. 

At  the  heart  of  Unisys  Services  is  our 
customerize  philosophy.  It  helps  increase  your 

UNiSYS 

We  make  it  happen. 


competitiveness  by  aligning  information 


cus-tom-er-izeX  kus'-ta-ma-rize'Xv/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies. worldwide  syn  see  cdsiomik 

si  in  ICE.  (  <  IMPl  1 1  1 1 VI  EDGI  HI  SIM  ss 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


strategy  with  your  customer  service 
objectives. 

Call  us  at  1-800-874-8647,  ext.  186. 
Ask  how  the  down-to-earth  approach  of 
Unisys  Services  can  help  you  drive  your 
business  as  far  as  you  want  it  to  go. 


Iports  Business 


COLLECTIBLES 


THE  WALL  STREET 
OF  TRADING  CARDS 


This  computer  net  has  everything — even  charges  of  manipulation 


Three  years  ago,  Upper  Deck  Co. 
issued  a  baseball  card  of  Michael 
Jordan  taking  batting  practice  in  a 
Chicago  White  Sox  uniform.  It  was  more 
a  novelty  than  a  collector's  item.  But 
since  the  NMA  superstar  slapped  the  Chi- 
cago Bulls'  backboard  bye-bye  and  decid- 
ed to  make  a  run  at  Major  League  Base- 
ball, the  card  is  hot.  It's  now  trading 
for  $25,  more  than  double  the  going  rate 
six  months  ago. 

Where  do  sports-card 
dealers  find  this  rare  Jor- 
dan? They  have  been  buy- 
ing and  selling  them  like 
crazy  on  SportsNet,  the  Big 
Board  of  the  card  market- 
complete  with  its  own  bears 
and  bulls.  Operated  by  In- 
formation Netwoi'ks  Inc.  in 
Norwalk,  Conn.,  Sports- 
Net  links  more  than 
.'3,500  card  stores  and 
dealers  across  the  coun- 
try. More  important,  it 
has  become  the  final  ar- 
biter of  the  going  rates  for 
the  collectible  pasteboards. 
A  new  price  guide  on  the 
network  now  reports  daily 
fluctuations  in  prices.  "Just 
turn  the  computer  on,  and 
you  can  find  out  what's  sell- 
ing and  what's  not,"  says  Mi- 
chael Lucke,  owner  of 
Sports  In  Action,  a  card 
store  in  Palm  Harbor,  Fla. 
RUMOR  MILL?  SportsNet's 
dominant  role  in  determin- 
ing the  market  for  the  $2  billion  sports- 
card  industry  doesn't  sit  well  with  some 
of  the  biggest  players  in  the  biz.  Manu- 
facturers say  dealers  on  SportsNet  can 
manipulate  prices.  As  a  result,  some  are 
calling  for  regulation  of  buyers  and  sell- 
ers. "You  can't  sell  stocks  on  the  New 
York  Stock  Exchange  that  don't  exist," 
says  Ted  Taylor,  director  of  hobby  rela- 
tions for  Philadelphia-based  Fleer  Corp. 
"Why  should  dealers  be  able  to  sell 
cards  they  don't  have?  It  has  the  po- 
tential to  be  awful."  Says  Frank  O'Con- 
nell,  president  of  Sky  Box  International 
Inc.:  "It's  a  rumor  mill.  I  don't  accept 


what  I  read  on  SportsNet  as  what's 
happening." 

Sour  grapes,  says  Robert  S.  Sloat, 
president  of  Information  Networks.  In- 
deed, cardmakers  may  be  upset  because 
they've  lost  control  of  the  market.  A 
decade  ago,  a  handful  of  manufacturers 
set  prices  and  determined  what  collec- 
tors would  buy.  Now,  dealers  on  the 
network  rate  the  collectibility 


HOW  SPORTSHET  WORKS 

ICard  dealer  enters  buy  order 
in  1  of  51  categories  of  cards  or 
sports  memorabilia.  Categories 
range  from  pre-1 960  baseball  cards 
to  cards  released  a  week  ago. 


r 


r  E 


J 
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ier  dealers  on 


Other  d 

SportsNet  scan  buy 
orders.  If  they  can  fill 
from  their  inventory, 
they  reply  with  a  price. 


3 Two  dealers  negotiate  on 
price  and  payment.  Deal  is 
finalized  when  selling  dealer 
sends  his  acceptance  of  terms 
over  SportsNet. 


and  quality  of  each  card  set.  A  low  rat- 
ing can  dampen  demand  and  hurt  sales. 

Founded  in  1982,  SportsNet  functions 
like  a  commodity  exchange.  For  as  little 
as  the  $49  basic  monthly  fee,  dealers 
buy  a  spot  on  SportsNet,  where  they 
then  can  post  buy  and  sell  orders.  Some 
have  employees  whose  sole  responsibility 
is  to  watch  SportsNet  for  deals.  Each 
week,  more  than  35,000  "buy"  or  "sell" 
messages  flash  across  the  SportsNet 
screen,  and  up  to  $5  million  worth  of 
cards  can  change  hands. 

As  a  result,  SportsNet  is  the  indus- 
try's price  and  info  clearinghouse.  Wall 


Street  analysts  watch  price  fluctuation 
to  get  a  feel  for  how  well  the  publicl 
traded  companies— Topps,  SkyBox,  Sco! 
Board,  and  Marvel  Entertainmei 
Group,  Fleer's  parent— are  doing.  Off 
cials  of  major-league  sports  use  Sportfi 
Net  to  track  the  performance  of  the  I 
censes  they've  granted  to  cardmakera 
Even  manufacturers  use  it  to  chJ 
sales  of  their  cards  and  those  of  rival 
They  also  watch  who  is  doing  the  bJ 
ing  and  selling.  Fleer  and  SkyBox  real 
ily  admit  they  keep  track  of  dealers  sJ 
pected  of  manipulating  prices. 

That  can  happen  in  several  ways.  1\| 
dealers  can  sell  cases  of  cards  betwel 
themselves,  each  time  for  a  higher  prl 
than  before,  without  the  actual  carl 
changing  hands.  That  is  suspected  off 
half-dozen  dealers  by  Fleer's  Taylor,  w: 
charges  that  "Sloat  has  no  control"  o 
what  happens  on  SportsNet. 

In  addition,  a  dealer 
dump  cards  that  aren't  si 
ing  in  his  store,  sparki  j 
grapevine  rumors  that  tj 
manufacturer  printed  moi 
than  the  market  will  be: 
That  can  cripple  demand 
the  next  issue  from  t| 
maker  of  the  dumped  pr< 
uct.  SkyBox  boss  O'Con: 
confirms  that  his  com™ 
has  stopped  selling  to 
handful  of  dealers  it  s 
pects  of  manipulating  cs 
prices  on  SportsNet. 
WHIM  BUSINESS.  Sloat  ( 

putes  such  allegations  2 
says  he's  not  concern 
"I've  never  seen  a  c: 
where  a  group  has  had  1 
ability  to  manipulate  a  m 
ket,"  he  remarks.  "Peo] 
have  tried,  and  they've  1 
a  bundle."  He  doesn't  4 
need  to  regulate  sports-ci 
trading.  Stocks,  he  says, 
supported  by  a  companl 
net  worth.  A  sports  cards 
a  picture  of  an  athlete  i 
cardboard.  Its  worth  is  based  on  scare" 
and  popularity— values  that  change  i 
collector  whim.  "Collectibles  will  ne\" 
be  a  stock  exchange,"  he  says. 

SportsNet  says  35%  of  the  deal 
who  apply  to  the  exchange  are  refufj 
because  of  shaky  credit  or  questii  >na 
references.  And  dealers  say  any  bad  i 
pies  that  do  get  on  SportsNet  are  qui- 
ly  weeded  out.  "People  just  have  a  U 
image  of  what  SportsNet  is  all  abot 
says  Florida  dealer  Lucke.  Sounds? 
though  SportsNet  has  something  in  c<  ■ 
mon  with  Wall  Street. 

By  Chris  Roush  in  Norwalk,  Co- 
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SPORTS  bu;,$ 

U 


Suspension  Searing  acts 
like  a  shock  absorber  for  th 
drivers  back  to  help 
reduce  back  pressure 
and  increase 
circulation. 


A  PRIVATE 


PLACE  YOU 


CAIN  GET 


AWAY  TO 


EVERY  DAY. 


Enter  your  own  oasis  of 
comfort  and  serenity  inside  th\ 
new  DeVille  Concours.  It  is  ar 
open,  airy  cabin  of  hand-finishe* 


>ods,  glove-soft  leathers  and 
stinctively  placed  controls 
at  make  every  drive  something 
u  naturally  look  forward  to. 


Going  beyond  federal 
regulations,  the  Airbank 
System  provides  supple- 
mental protection  for  all 
three  front-seat  passengers 


NORTH  STAR 
SYSTEM 

•  }2-Valve.  270- 
HP  Northstar  V8 

•  K<  >.i<  I    Sc  n  si  rig 
Suspension 

•  Full-Range 
Traction 
Control 

•  Speed-Sensitive 
Steer  i  n g 

•  Ant  i  -Lock 
Brakes 

ACCOMMODA- 
TIONS FOR  SIX 

PERFORATED 
LEATHER 
SEATING  AREAS 


FOUR- WAY 

ROWER 

LUMBAR 

DRIVER 


YOU  COULD  SEARCH  THE  WORLD 
EOUR  TIMES  OVER  AJND 
NOT  FIND  ANYTHING  LIKE  THE 
NEW  DEVILLE  CONCOURS. 


The  new  DeVille  Concours 
had  its  genesis  in  a  higher 
standard.  Because  for  the 
first  time,  you  can  have  one 
automobile  that  seamlessly 
unites  the  real-time 


response  and  reflexes 
of  Cadillac's  Northstar 
System  with  an  equally 
innovative  interior  of  hand 
crafted  refinement  and 
unparalleled  comfort. 


100,000  miteM 
four  trips  arom. 
the  world  -  bem 
its  first  schedtak 
tune-up. 


WHOLE 

NEW  CLASS  OF  LUXURY  WITH  A  TWIST. 


Can  a  new  American  [DeVille  Concours]  dethrone 
the  Japanese  luxo-champ  [Lexus  LS  400]?"  The 
winner:  "...the  Cadillac,  by  virtue  of  its  extra  room, 
stronger  engine,  and  lower  sticker,  wins  this  match 


byaTKO. 


Motor  Trend 


DeVille  Concours 

Creating  A  Higher  Standard 


Independent  United  States 
Auto  Club  tests  certify  that 
the  six-passenger  DeVille 
Concours  is  more  respon- 
sive from  0-60  mph  in  the 
slalom  than  the  five- 
passenger  Lexus  LS  400 
traveling  straight  ahead  - 
proving  the  fastest  distance 
between  two  points  is  not 
necessarily  a  straight  line. 


♦  fli!LITIiniTl  + 
w AUTDWa 


Cadillac  DeVille 

Select  from 
three  investment  opportunities 
tailored  to  your  financial  goals. 


Purchase 

DeVilles  competitive  price  is 

even  more  attractive  w  hen  you 
consider  this  ( ladillac  also  has 
a  higher  residual  value  at 
trade-in  time  than  Lincoln 
Town  i/dt  and  Continental** 


SmartLease 

Conservation  of  capital.  Possible 
tax  advantages.  And  the 
unmatched  convenience  of  a 
GMAC  SmartLease  where  terms 
are  arranged  to  suit  you  in  your 
( ladillac  dealer's  showroom. 


SmartLease  Plu5 


Vbu  can  also  lease  your  DeVill 
with  a  single,  up-front  paymen 
All  the  benefits  of  leasing  plus 
freedom  from  monthly  payment 
and  the  chance  for  significant 
savings  oxer  a  conventional  least 


Please  call  I  ~8oO-333"4Cy^L^  anu"  as^  f°r  Executive  Assistance  to  obtain 
current  DeVille  information  and  the  location  of  your  nearest  Cadillac  dealer. 


Cadi  l  l  a  c 

Cri  ai  ino   A    Hiohi  R   S  IAN  f  >  A  R  r> 


Wwjvi  Mjrwktt  »*»»  even  »uh«i  lw 
0  IW4CM  (  ocp  Ml  righis  ictcrvcd 
CADILLAC.  KW)-  IGIIAM,  ,  El  IX)KAIX), 
N  <  n<  l 1  Is  l  \K  SI-MI  I  I    s\l  \l(  1 1  I  \sh 


III  I  will  II I 


*I993  calendar  yen:. 

** Rased  on  the  Residual  Value  Lease  Guide  Publication 
oj  1994  models  for  the  Jan.  -  Mar.  1994  time  period. 


RECYCLED  PAPER 


edia 


■  FORMATION  SUPERHIGHWAY  I 


USA  VIDEO 

iADY  FOR  PRIME  TIME? 


ggressively  pitching  video-on-demand — without  customers 


I  ■Tith  his  silk  suits  and 
Iff  black  alligator-skin 
cowboy  boots,  Gordon 
i  comes  out  of  central  cast- 
;he  oil-and-gas  speculator, 
to  sell  you  a  spindletop 
me.  "A  real  wildcatter," 
Dallas  investor  L.  Cade 
rd,  who,  as  it  happens, 
to  sell  Lee  a  Nevada  gold 
in  1989.  These  days,  how- 
Lee,  43,  is  drilling  a  differ- 
eld.  Working  out  of  a  Cen- 
City  office  one  floor  below 
'V,  he  wants  to  cash  in  on 
formation  Highway. 
3  controls  a  company  called 
/ideo  Corp.  And  like  doz- 
f  other  high-tech  startups, 
:laims  it  holds  the  key  to 
oming  information  revolu- 
In  this  case,  it's  a  system 
jwers  can  use  to  order  mo- 
md  other  programs  at  the 
|  a  switch  and  store  them 
et-top  box  to  play,  rewind, 
how  again. 

\  isn't  the  only  company 
oping  such  technology.  Nor 
clear  if  video-on-demand 
>e  a  hit  with  consumers.  But  that 
I  stopped  Gordon  Lee  from  prose- 
tig.  "Blockbuster  [Entertainment 
]  went  from  zero  to  $2  billion  in 
rears,"  he  declares.  "And  this  is  a 
gger  business." 

thless.  Perhaps.  For  now,  though, 
eal  business  is  in  Superhighway 
lators.  Like  bioteeh  and  other  hot- 
th  industries  before  it,  interactive 
spawning  scores  of  high-tech  com- 
s  backed  by  savvy  promoters  such 
:e.  "It's  not  uncommon  to  see  really 
otional-minded  people  involved  with 
ig-edge  technology,"  says  Jonathan 
ayne,  a  securities  lawyer  at  Gib- 
3unn  &  Crutcher. 
shful,  Lee  is  not.  Since  his  Micron 
■ig  Co.  bought  a  controlling  interest 
A  18  months  ago,  the  company  has 
'ited  all  the  hallmarks  of  a  classic- 
s-stock outfit.  Start  with  its  breath- 
laims:  USA  announced  it  would  buy 
-shopping  programs  from  Lincoln 


Mint  Network  Inc. 
But  the  deal  later 
foundered.  Lee  says 
the  company  didn't 
produce  the  shows 
he  wanted.  Lincoln 
says  it  decided  to  test 
such  programs  itself. 

USA  also  told  a  Wall 
Street  newsletter  that 
it  would  have  100,000 
subscribers  by  mid- 
1994.  And  it  said  that 
PaineWebber  Inc.  and 
Dean  Witter  Reynolds 
Inc.  had  agreed  to  help 
the  company  raise  capi- 
tal. PaineWebber  says 
heard  of  USA  Video,  while  Dean  Witter 
officials  didn't  return  phone  calls.  Lee 
now  says  he  was  overly  optimistic  on 
the  subscriber  projections.  As  for  the 
two  big  investment  firms,  Lee  claims 
those  deals  were  cut  by  USA's  previous 


fcGl  43  BORN  Toronto 
LIVES  Beverly  Hills 

Canada  Corp. 

.   •         MSA  Video  Corp. 
Chairman,  UbA  v 

BMfcC0NlPM(VffiW>W5 


it  has  never 


management,  and  he  now  has  new  in- 
vestment bankers. 

USA  Video's  history  is  also  typical  of 
penny-stock  companies.  Founded  in  1989 
by  a  defense  electronics  expert,  Elbert 
G.  Tindell,  the  company  was  sold  to  Mi- 
cron Mining  for  $650,000,  plus  a  com- 
mitment to  raise  $3.5  million  to  test  and 
market  its  technology.  Micron,  which 
was  listed  on  the  Alberta  Stock  Ex- 
change; then  changed  its  name  to  USA. 
In  the  U.  S.,  the  company's 
shares  are  sold  by  independent 
brokers. 

To  be  sure,  USA  Video  has 
some  bona  fide  agreements.  It 
has  signed  two  companies  to 
manufacture  the  gear  for  its 
system,  which  combines  exist- 
ing technology  with  USA's  pro- 
prietary software.  Digital  Equip- 
ment Corp.  will  build  the  video 
servers,  while  Samsung  Elec- 
tronics Co.  will  make  the  set- 
top  boxes.  Also,  Rochester  Tele- 
phone Corp.  has  invested  $1 
million  for  a  5%  stake  in  the 
company  and  will  test  USA's  sys- 
tem in  100  apartments  in  Brigh- 
ton, N.Y.  USA  says  it  has  signed 
up  Paramount  Pictures  Corp. 
and  Warner  Bros.  Inc.  to  supply 
movies.  Warner  Bros.,  though, 
says  it  wants  to  vet  the  compa- 
ny's technology  further. 
"BATTLE  SCARS."  USA  demon- 
strated its  system  to  BUSINESS 
WEEK  at  the  company's  research 
facility   in   Dallas.  It 
seemed  basically  sound, 
though  with  some  im- 
portant limitations.  For 
one  thing,  the  picture 
quality  of  movies  or- 
dered on  demand  is 
slightly   lower  than 
prerecorded  video- 
tapes. Also,  USA  can't 
digitally  compress 
pictures  in  real  time, 
which  means  it  can't 
offer    live  events, 
such  as  sports,  on 
demand.  USA  says  it 
is  working  on  real- 
time compression 
and  has  improved 
picture  quality.  On 
the  programming  front,  it  is  de- 
veloping a  video  version  of  yellow  pages 
and  plans  to  sell  advertising. 

Still,  several  better-financed  technolo- 
gy companies  are  developing  similar  sys- 
tems. The  fact  that  USA  has  found  part- 
ners is  a  testament  to  the  fear  among 
companies  of  being  left  behind  in  the 
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A  WORLD 
FOR  THE 
WISt 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load 
fund  achieve  a  one -year 
average  annual  total  return 
of  28.41%.* 

If  you're  interested  in  an 
investment  that  has  the 
potential  to  really  take  you 
somewhere,  here's  a  chance 
to  put  your  money  to  work 


on  a  global  scale. 

Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  special 
risks  associated  with  foreign 
investing  such  as  currency 
fluctuations.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
December  31,  1993 


ONE  YEAR  28.41% 
LIFE  OF  THE  FUND  23.38% 

From  inception  -  May  15,  1991 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  627 


'Figures  are  based  on  total  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

Funds  distributed  by  Janus  Distributors.  Inc  Member  NASD. 


YES  ■ '  wou'c'  "ke  to  know  more  about 
Janus  Worldwide  Fund! 

Name 


Address 


City/State/Zip 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  627 


Janus  Funds  are  no-load  mutual  funds. 


capability :  executive  programs 


•note  speakers  include: 
n.  Carroll  Campbell 

>emor,  State  of  South  Carolina 

n.  James  Folsom 

'ernor.  State  of  Alabama 

n.  Kirk  Fordice 
'ernor.  State  of  Mississippi 

n.  Zeli  Miller 
>ernor,  State  of  Georgia 

sen  ted  in  association  with: 

•rcedes-Benz  of 
irth  am  e  rica,  i  n  c  . 

tionsBank 

d  with  the  support  of: 

icoMP,  Inc. 

nter  eor  Leadership 
Career  Studies  of 
o  r  y  Business  School 

The  BellSouth  Classic 


■    *  t   i   I  i   .   .  1  i  K  A .  UJi 

XECUTIVE 
ROG  RAMS 


SOUTHERN 

STRENGTH 


The  Business  Week  Corporate  Forum  of  the  South 

The  South:  Seizing  and  Holding  National  Economic  Leadership 
Date:  May  5-7,  1994 

Place:  The  Ritz-Carlton  Buckhead,  Atlanta,  Georgia 


The  South  is  surging. 

America's  new  economic  leader  is 
booming  from  the  Outer  Banks  to 
the  Mexican  Border. 

To  help  southern  leaders  plan 
for  prosperity,  Business  Week  and. 
DRI/McGraw-Hill  are  pleased 
to  present  The  1994  Corporate 
Forum  of  the  South. 

For  southern  leaders  of  business  and 
government,  this  Forum  is  an  ideal 

DRI/McGraw-Hill 


right  1994  McGraw-Hill,  Inc. 


opportunity  to  meet,  share  strategies, 
and  develop  relationships  with  other 
leaders  from  across  the  south. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


LOOK  WR4T 
THE  EQUITABLE 
HAS  MANAGED  TO  DO. 


Assets  Under  Our 
Management  Have 
Climbed  To  $174  Billion 

This  all-time  Equitable 
high  includes  $123  billion 
entrusted  to  us  by 
third  parties 


1$151 
Billion 
Dinion  i 


1991 


199? 


1993 


Few  In  The  Industry 
Have  Stronger 
Capital-To-Liabilities  Ratios' 


Equitable  Life,  with  its 
record  high  ratio  of  statutory 
capital  to  liabilities,  now 
ranks  in  the  forefront 
among  all  major  insurers 
in  this  key 
measure  of 
financial 
strength. 


1991 


1992 


1993 


Our  Individual  Variabl 
Life  And  Annuity  Balam 
.Are  Up  55%  Since  199 


The  Equitable's  variable  life 
and  annuity  products  are 
strongly  positioned  to 
meet  the  growing 
demand  for  quality 
savings 
vehicles. 


Ki  L   J 

1991 

1992 

1993 
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L Capital  plus  Surplus  plus  Asset  Valuation  Reserves  divided  by  General  Account  liabilities.  For  a  copy  of  the  statutory3 
Separate  Account  net  contributions  and  investment  results.  ^Pre-tax  earnings  from  continuing  operations  adjusted  for^» 


'  lr  Earnings  Have 
I  rgone  A  Remarkable 
Turnaround3 


I  nent  iniiiatives 
i  ulted  in  a 
i  ion  leap  in 
>  al  adjusted 
i  arnings 

past 
>'  irs. 


1992  1993 


Our  Capital 
Has  More  Than 
Doubled4 

A  series  of  highly  successful  | 
capital-raising  initiatives 
over  the  past  two  years 
has  strengthened 
The  Equitable's 
capital  base 
by  more 
than 

$2  billion. 


1991 


1992 


1993 


To  appreciate  where  The  Equitable  is 
headed,  just  look  at  these  charts. 

The  story  they  tell  is  of  a  company 
which  has,  in  just  two  years,  become 
significantly  stronger  by  every  mean- 
ingful measure. 

Over  that  period,  management  has 
successfully  engineered  The  Equitable's 
conversion  to  a  stock  company,  raised 
more  than  $2.2  billion  in  capital  and 
sent  operating  earnings  soaring. 

And  the  assets  we  and  our  global 
partner,  AXA,  now  manage  have 
reached  over  $230  billion  worldwide. 

This  story,  however,  goes  well  beyond 
numbers.  What  we've  accomplished  is 
just  part  of  a  larger  strategy. 

With  the  resources,  the  products  and 
the  people  we  now  have  in  place,  The 
Equitable  has  made  all  the  right  moves 
to  become  a  dominant  player  in  the  huge 
retirement  savings  market. 

To  learn  more,  please  write  for  a  copy 
of  our  annual  report  to  The  Equitable, 
787  Seventh  Avenue,  Department  A, 
New  York,  NY  10019. 

The  Equitable  Companies  Incorporated  is 
traded  on  the  NYSE  under  the  symbol  EQ. 


THE 


If  EQUITABLE 


STRENGTH  IN  NUMBERS 


e  Equitable  Life  Assurance  Society,  please  write  the  Company  at  the  address  provided  on  the  right.  -Represents 
restructure  charges  and  Disability  Income  losses.  ^Includes  shareholders'  equity  and  redeemable  preferred  stock. 


WHEN  YOUR  BUSINESS  PHILOSOPHY 
IS  MEAT  AND  POTATOES, 
YOU  INVEST  IN  POTS  AND  PANS. 


The  Hanson  philosophy  boils  down  to  this:  T<>  own  compa- 
nies whose  products  or  services  are  essential,  no  matter  what 
the  economy.  Companies  like  I'arberware. 

As  the  second  largest  manufacturer  ol  stainless  steel 
cookware,  Farberware  is  literally  a  household  name 

I  [anson  is  not.  lint  we  n'  used  to  it.  Many  of  our  businesses 
are  better  known  than  we  are.  Businesses  with  combined  assets 
in  excess  of  $35  billion  The  Peabody  Group,  Suburban 
1'ropane,  and  Jacuzzi  W  hirlpool  liaths  are  ]iist  a  lew. 


Of  course,  our  investors  are  quite  familiar  with 
our  track  record.  Since  being  listed  on  the  New  York  Stock 
Exchange  in  1980,  sales  have  soared  to  $15  billion,  while  total 
market  capitalization  is  over  $2<>  billion.  And  at  the  end  of 
1993,  our  gross  dividend  yield  was  5.3%,  double  the  average  of 
the  S&P  500. 

Our  recipe  is  simple,  and  steeped  in  common  sense.  If 
we've  whet  your  appetite  lor  more  information,  call  for  a  copy 
oi  our  Annual  Report  at  I  NOD  <S  1  IANS(  )\. 
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nvironment 


Commentary/by  Emily  T.  Smith 


THE  BABY  BOOM  THAT  HAS  TO  END 


^  ealing  with  population  issues, 
B  which  involve  questions  of  cus- 
W  torn,  religion,  morality,  and  worn- 
rights,  has  always  been  like  jug- 
%  with  nitroglycerine.  Even  in  the 
)s,  when  many  poor"  countries  real- 
that  swelling  populations  were  a  li- 
ly, no  one  did  much  about  it.  The 
b  Administration,  wary  of  alienating 
*tion  foes  and  the  religious  right, 
ldn't  push  for  lower  birthrates— and 
foreign  aid  for  family  planning, 
he  time  has  arrived,  however,  when 
me  can  afford  to  ignore  the  problem. 
,  fortunately,  will  anyone  be  able 
)n  Apr.  4,  delegates  from  some  180 
ernments  will  convene  their  final 
ting  in  preparation  for  the  U.N. 
rnational  Conference  on  Population 
)evelopment,  which  will  be  held  in 
o  in  September.  For  the  first  time, 
and  poor  nations  will  agree  that 
d  population  growth  threatens  eco- 
ic  development,  quality  of  life,  and 
environment.  More  important, 
r'll  try  to  set  an  agenda  for  curbing 
trend.  "There's  now  a  mood  around 
world  that  population  stabilization 
t  take  place,"  observes  Timothy  E. 
;h,  State  Dept.  Under  Secretary  for 
al  affairs  and  the  Clinton  Adminis- 
ion's  point  man  for  the  conference. 
'  ground.  That  view  is  overdue.  At 
current  rate  of  1.7%  a  year,  the 
Id  is  adding  93  million  people  an- 
ly,  93%  of  them  in  developing  na- 
5.  By  2010,  the  number  of  women  of 
•oductive  age  may  reach  1.5  billion, 
300  million  in  1980.  Unless  there's  a 
decline  in  fertility— the  number  of 
is  per  woman  of  childbearing  age- 
Id  population  could  leap  to  9.1  billion 
!025,  from  5.5  billion  in  1992. 
ountries  are  acting  now  thanks  to 
dits  gained  in  the  1980s.  It  became 
ent  that  rapid  population  growth 
•erbates  social  and  development  ills 
ioorer  nations.  Partly  because  of 
ilation  pressures,  many  countries 
ground  in  the  race  to  provide  jobs, 
lings,  infrastructure,  and  social  ser- 
s.  Those  same  pressures  also  has- 
d  destruction  of  natural  resources, 
t  the  same  time,  a  handful  of  coun- 
3,  including  Indonesia  and  Bang- 
sh,  proved  it  was  possible  to  cut 
lity  rates  even  without  the  rising 
g  standards  that  often  are  consid- 


ered a  prerequisite  for  that.  In  Bang- 
ladesh fertility  plunged  38.2%  from  1979 
to  1991.  The  drawbacks  of  the  popula- 
tion boom  and  the  evidence  of  a  way 
out  have  already  led  80  developing 
countries  where  70%  of  the  world's  peo- 
ple live  to  draw  up  population  policies. 

Industrial  nations  favor  the  same 
goal,  for  their  own  reasons:  A  stable 
world  population  should  lessen  the 
chances  of  global  conflict  and  economic- 
instability.  The  Clinton  Administration, 
reversing  the  policies  of  its  Republican 


predecessors,  is  already  linking  popula- 
tion issues  to  foreign  policy.  Last  year, 
it  became  the  first  U.  S.  Administra- 
tion to  endorse  population  stabilization. 
And  it  is  boosting  aid  for  population 
programs  38%— from  $363  million  in 
1993  to  a  requested  $585  million  in  1995. 

That  helps  set  the  stage  for  Cairo, 
where  the  U.  S.  will  be  a  key  player 
in  formulating  a  plan  the  U.  N.  hopes 
will  hold  world  population  to  7.9  billion 
by  2025.  To  achieve  that,  the  Cairo 


meeting  is  expected  to  execute  a  need- 
ed shift  from  family  planning  as  the 
sole  focus  of  population  policy  to  a 
broader  approach  that  will  include  pro- 
grams to  improve  the  health  and  edu- 
cation of  women— the  most  important 
variable  that  will  lead  to  fewer  chil- 
dren. Various  studies  show  that  for  ev- 
ery year  of  schooling  a  woman  gets  her 
fertility  drops  because  more-educated 
women  have  options  outside  the  home, 
marry  later,  practice  contraception,  and 
thus  have  fewer,  healthier  children. 

Unlike  earlier  population  meetings, 
this  one  will  set  specific  goals.  Since 
the  1960s,  experts  say,  family-planning 
services  have  accounted  for  50%  of  the 
decline  in  fertility  of  developing  nations, 
from  nearly  7  children  to  an  estimated 
3.6  now.  Yet  research  shows  that  up  to 
300  million  couples  worldwide  want  fam- 
ily planning  and  can't  get  it.  The  goal  in 
Cairo  will  be  universal  access  by  2020, 
not  just  to  contraceptives  but  to  more 
prenatal  and  postnatal  care.  These 
broader  services  should  help  cut  infant 
mortality  and  deaths  of  women  during 
childbirth.  Part  of  the  logic  is  that  this 
will  help  make  family  planning  more 
palatable  to  women  and  societies  that 
have  resisted  it.  The  other  central  goal 
will  be  primary  education,  especially  for 
women;  today,  two-thirds  of  the  world's 
estimated  960  million  illiterates  are  fe- 
male. "If  you  start  with  the  health  and 
education  of  girls,"  says  Dr.  Nafis  Sadik, 
secretary  general  of  the  conference,  low- 
er fertility  will  follow. 

The  cost  of  all  this  should  be  relative- 
ly modest.  The  U.  N.'s  estimate  is  $17 
billion  a  year  by  2015,  one-third  to  come 
from  industrial  nations.  Already,  the 
Clinton  Administration  says  it  will  try 
to  boost  population  aid  to  $1.2  billion 
by  2000.  And  Japan  has  committed  $1 
billion  total  over  the  next  seven  years. 

Sadik  predicts  that  delegates  will  ap- 
prove the  Cairo  agenda— even  though 
dissension  is  certain  over  several  is- 
sues, including  abortion's  role  in  family 
planning,  state  vs.  individual  rights,  and 
empowering  women.  It  should  be  ap- 
proved. Such  differences  can't  be  al- 
lowed to  derail  the  best  chance  yet  for 
concerted  action  on  population.  That's 
essential  for  a  better  world. 

S)iiith  is  BW's  science  editor. 


'II  met  v. 
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STRATEGIES  I 


KNIGHT-RIDDER:  ONCE  BURNED, 
AND  THE  MEMORY  LINGERS 


It  is  moving  with  caution  into  new  ventures  in  multimedia,  where  it  took  a  big  loss  in  the  '80s 


James  K.  Batten, 
chairman  and  CEO  of 
Knight-Ridder  Inc., 
doesn't  like  to  talk  about 
the  "V-word."  That's  the 
name  insiders  gave  View- 
tron,  the  money-losing 
electronic  information  sys- 
tem that  the  Miami-based 
newspaper  company  start- 
ed in  the  1980s.  Knight- 
Ridder  ended  up  losing 
$50  million  on  the  venture 
before  pulling  the  plug  in 
1986.  And  that  painful  ex- 
perience, Batten  says,  left 
Knight-Ridder  with  "a 
healthy  skepticism  about 
the  amount  of  money  peo- 
ple are  willing  to  pay  for 
news  and  information." 

Maybe  so.  But  the  "V- 
word"  hasn't  stopped 
Knight-Ridder  from  em- 
barking on  a  slew  of  new 
multimedia  ventures.  Over 
the  past  18  months, 
Knight-Ridder  has  bought,  invested  in, 
or  aligned  itself  with  a  half-dozen  elec- 
tronic news  and  information  businesses. 
The  projects  range  from  developing  pro- 
gramming for  Bell  Atlantic  Video's  inter- 
active StarGazer  television  system  that 
starts  in  1995  to  providing  an  on-line 
service  from  California's  San  Jose  Mercu- 
ry News  via  America  Online.  The  compa- 
ny is  also  trying  to  reinvigorate  its  ex- 
isting electronic  businesses,  such  as  its 
Dialog  Information  Services  Inc.,  a  data 
retrieval  system  that  has  run  up  against 
stiff  competition  from  Mead  Data  Cen- 
tral Inc.'s  Lexus/Nexus. 
NO  GAMBLES.  While  the  strategy  is  am- 
bitious, Batten  hasn't  forgotten  the  les- 
sons of  Viewtron.  Knight-Ridder  started 
the  information  system  from  scratch  in 
1979.  It  was  a  pioneering  effort,  but  it 
was  costly  to  develop.  And  it  was  too 
expensive  for  most  potential  consumers. 
Subscribers  had  to  spend  $900  for  a  spe- 
cial terminal  to  access  Viewtron.  Even 
though  the  service  offered  everything 
from  news  to  home-shopping  services, 


few  households  were  willing  to  pay. 

This  time  around,  the  company  isn't 
taking  on  any  mega-multimedia  gam- 
bles. Batten-  refuses  to  get  involved  in 
new  products  that  aren't  tied  in  some 
fashion  to  one  of  the  company's  newspa- 
pers or  business  information  services. 
"If  we  were  enthusiastic  about  one  of 
these  technologies,  we  would  not  be 
afraid  of  stepping  up  to  the  plate,"  says 
Batten,  58,  and  ceo  since  1988.  "But  at 
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e're  identify!) 
a  number  of 

intriguing 
smaller  bets" 


JAMES  K.  BATTEN 
Chairman  and  CEO 

this  point,  we're  ident*- 
ing  a  number  of  intrigu,' 
smaller  bets." 

Despite  the  cautiJ 
approach,  Batten  belies 
he  has  little  choice  butp 
join  the  increasing 
crowded  race  along  f 
Information  Highway.  A- 
alyst  John  Morton  i 
Lynch,  Jones  &  Ryan  i 
estimates  that  Knight-H- 
der's  net  earnings  coi 
rise  19%  this  year,  to  U 
million,  as  its  revents 
climb  6%,  to  $2.6  billion.  But  82%  of  i 
business  comes  from  its  28  newspap<s. 
which  serve  markets  from  San  Joseo 
Tallahassee,  Fla.  And  it's  clear  that  i 
newspaper  business  is  hardly  grow*? 
these  days.  Indeed,  the  total  daily  che- 
lation of  Knight-Ridder's  papers  'js 
dropped  8%  over  the  past  five  ye»< 
to  3.7  million.  And  as  media  preferenis 
change,  so  must  Knight-Ridder.  "We  ill 
deliver  information  wherever,  howec 


KNIGHT-RIDDER  EASES  C 


TELEVISION 


ON-LINE  SERVICE 


STARGAZER  Knight-Ridder  signed  deal  in  Jan- 
uary to  explore  ways  to  deliver  news,  infor- 
mation, and  advertising  for  this  Bell  Atlantic 
TV  service,  which  premieres  in  1 995. 

KR  VIDEO  Started  in  January  to  produce  a 
nightly  local  news  broadcast  to  highlight  next 
day's  edition  of  The  Philadelphia  Inquirer. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


MERCURY  CENTER  Information  service  'ff 
in  April.  Produced  in  partnership  with  -fit- 
ca  Online,  it  offers  news,  advertising,  (9 
tronic  messages  from  the  San  Jose  MeJ' 
News.  Company  plans  to  offer  similar  rv 
es  from  the  Detroit  Free  Press.  i« 

DIALOG  Company's  information  retrie  d 
vice  offers  access  to  450  databases,  i; 
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whenever  people  want  it," 
;  P.  Anthony  Ridder, 
ht-Ridder's  president  and 
of  its  newspaper  division. 
:pandintf  the  role  of  its 
papers  could  help  accom- 
that  goal.  Later  this  year, 
nquirer  News  Hour  will  pre- 
;  on  a  cable  station  in  Phil- 
>hia.  This  hour-long  news 
'am  will  provide  a  preview 
9  following  day's  edition  of 
Philadelphia  Inquirer.  It  will 
ie  interviews  with  the  /fi- 
r's news  staff,  while  focus- 
n  community  news.  Ridder 
3  the  project  will  give  the 
>any  needed  experience  in 
>  production.  And  if  the 
•am  is  successful,  the  for- 
may  be  copied  in  other 
ht-Ridder  newspaper  markets. 
light-Ridder  is  also  using  its  papers 
unch  regional  on-line  services  that 

to  local  audiences.  The  first  such 
ce  began  in  April  with  the  launch 
e  Mercury  Center.  Offered  in  part- 
lip  with  America  Online,  the  service 
3  electronic  news  and  features  from 
Mercury  News,  message  bulletin 
Is,  and  advertising  for  a  flat  rate  of 

a  month.  So  far,  6,000  subscrib- 
ave  signed  up.  Another  33,700  Mer- 
News  readers  who  also  subscribe  to 
•  America  Online  services  can  use 
lercury  Center.  In  January,  Knight- 
er  signed  an  agreement  with  Com- 
rve  Inc.  to  offer  a  similar  service 

the  Detroit  Free  Press.  Also  on 
[rawing  board  is  a  project  to  devel- 
prototype  electronic  version  of  the 
i's  financial  newspaper,  the  Journal 
vnmerce. 

ong  with  its  effort  to  create  a  new 
ration  of  newspapers,  Knight-Ridder 
ring  to  expand  Dialog,  the  data  ser- 
,  it  bought  from  Lockheed  Corp.  in 
for  $353  million.  Offering  450  data- 
5  ranging  from  scientific  journals  to 
Census  material,  Dialog  is  aimed  at 
rians.  But  its  growth  has  been  dis- 
inting.  It  had  155,000  subscribers 
e  end  of  1992— a  customer  base  that 
growing  by  only  10%  a  year. 


In  response,  Batten  is  chasing  new 
markets  for  Dialog.  As  part  of  a  broad 
international  push,  the  company  last 
March  purchased  Data-Star,  a  European 
on-line  information  service,  from  Motor- 
Columbus,  a  Swiss  engineering  company. 
The  deal  helped  boost  Dialog's  customer 
base  to  almost  200,000  by  the  end  of 
1993.  Even  better,  the  acquisition 
brought  in  fresh  revenue.  Last  year,  Di- 
alog generated  $244  million  in  revenue, 
up  almost  19%  from  1992.  Without  Data- 
Star,  revenues  would  have  risen  less 
than  10%. 

Far  more  ambitious  are  plans  to  mar- 
ket Dialog's  services  to  a  wider  profes- 
sional audience,  including  corporate  exec- 
utives and  academics,  by  the  end  of 
year.  Knight-Ridder  is  already  revamp- 
ing the  complicated  computer  language 
needed  to  use  Dialog.  In  the  past,  many 
customers  preferred  to  subscribe  to  the 
far  more  user-friendly  Lexus/Nexus. 
also-ran?  In  the  meantime,  Batten  is 
also  trying  to  drum  up  new  business 
for  Knight-Ridder  Financial.  The  news 
wire,  best  known  for  its  coverage  of 
bonds,  commodities,  and  currencies,  has 
long  been  considered  an  also-ran  in  the 
increasingly  competitive  electronic  news 
industry.  With  just  30,000  terminals, 
KRF  is  tied  with  Bloomberg  Financial 
News  for  No.  3  in  the  marketplace,  ac- 


FORMATION  HIGHWAY 


irticles  from  Knight-Ridder  newspa- 
juired  Data-Star,  Europe's  major  on- 
ce, in  March,  1993. 
IDDER  FINANCIAL  News  wire  service 
ing  in  bonds,  commodities,  and  cur- 
n  December,  1993,  KRF  expanded 

in  the  Asian  market  by  acquiring 
3  securities  information  service  in 

and  New  Zealand,  and  the  Data- 
-'acific  database  in  Hong  Kong. 


OTHER  SERVICES 


AUTOLINE  Knight-Ridder  plans  to  extend  this 
phone-in  classified  ad  service,  now  available 
through  the  Miami  Herald,  to  four  other 
newspapers. 

ELECTRONIC  NEWSPAPER  Company  is  devel 
oping  an  electronic  version  of  the  Journal  of 
Commerce  that  would  be  available  via  per- 
sonal computer  by  early  1995. 


"We  will  deliver 
information  wherever, 
however,  and  whenever 
people  want  it" 

P.  ANTHONY  RIDDER 
President 

cording  to  Waters  Informa- 
tion Services  Inc.,  a  market 
research  firm.  Reuters  and 
Dow  Jones's  Telerate  have 
190,000  and  around  85,000, 
respectively. 

Analysts  say  that  Knight- 
Ridder  has  not  invested 
enough  in  marketing  the 
news  service  or  maintaining 
its  technological  edge.  Indeed,  the  fast- 
growing  Bloomberg  service  has  won  a 
wider  audience  among  fixed-income  and 
currency  traders,  Knight-Ridder's  tradi- 
tional customers.  "Bloomberg  has  a 
greater  variety  of  data,"  says  Bill  Mi- 
chaelcheck,  chairman  of  Mariner  Invest- 
ment Group,  a  fixed-income  hedge  fund 
in  New  York.  Still,  Michaelcheck,  who 
subscribes  to  Bloomberg,  Telerate,  and 
Knight-Ridder,  frequently  uses  KRF  be- 
cause he  can  download  its  information 
and  manipulate  the  data  in  his  own  com- 
puters. That's  a  feature  not  offered  by 
Bloomberg. 

While  Batten  admits  Knight-Ridder 
isn't  about  to  displace  the  market  lead- 
ers, he  reckons  foreign  acquisitions  will 
help  the  service  grow.  In  December, 
KRF  acquired  Equinet,  a  service  that 
provides  securities  news  and  stock  pric- 
es from  the  Australian  and  New  Zea- 
land exchanges.  It  also  acquired  Dataline 
Asia-Pacific,  which  provides  similar  infor- 
mation about  the  Hong  Kong  Stock  Ex- 
change. The  purchases  greatly  enhanced 
the  news  wire's  presence  in  the  fast- 
growing  Asian  markets.  Indeed,  the 
news  service's  revenues,  which  totaled 
$139  million  in  1993,  are  growing  by 
about  20%  a  year  in  Asia,  compared 
with  10%  to  15%  in  the  U.  S. 

For  all  Knight-Ridder's  flurry  of  mul- 
timedia activity,  Batten,  who  returned  to 
work  earlier  this  year  after  sustaining 
serious  injuries  in  an  auto  accident  last 
October,  is  still  proceeding  cautiously 
with  his  investments.  Although  it  won't 
provide  details,  the  company  acknowl- 
edges that  it  has  spent  less  than  $10 
million  on  its  various  electronic  news- 
paper ventures— a  relatively  meager  sum 
these  days.  But  Batten  argues  that  the 
market  for  electronic  services  is  still  in 
its  infancy.  And  the  memories  of  the  V- 
word  are  hard  to  forget. 

By  Gail  DeGeorge  in  Miami,  with 
Veronica  N.  Byrd  in  New  York 
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IF  YOU'RE  A  TEEN 
YOU  PROBABLY 


••• 


...LOVED  Philadelphia,  Sleepless  in  Seattle, 
Wayne's  World,  Ace  Ventura:  Pet  Detective, 
Benny  &  Joon,  The  Fugitive,  Untamed  Heart, 
Jurassic  Park,  Naked  Gun  33'A,  Poetic  Justice 


...SHOP  AT  Gap,  Wings,  Urban  Outfitter* 
J.  Crew,  Contempo  Casuals,  Stussy,  Na  Na,  m 
Eddie  Bauer,  Banana  Republic,  Structure,  Mcj» 
Dillard's,  Body  Shop,  Army-Navy  stores,  thrift oc 


HERE  COMES  THE  BIGGEST  WAVE  YET 


...EAT  pizza 
anywhere, 
inhale 

McDonald's 
fries,  lunch  at 
Taco  Bell 


icole  Mann,  15,  has  a  pretty 
sweet  life.  She  plays  Softball  ev- 
ery day,  wakes  up  late  on 
weekends,  and  gets  $15  every  two 
weeks  from  her  parents,  which  she 
spends  on  "clothes  and  stuff."  A  high 
school  sophomore  in  suburban  West- 
chester County,  N.Y.,  Nicole  knows  what 
she  wants  to  do  with  her 
life:  graduate  from  college, 
go  to  business  school,  and 
"be  an  accountant  in  the  en- 
tertainment field."  She  stud- 
es  "all  the  time,"  but  doesn't 
work.  That  leaves 
plenty  of  time  to 
chat  on  the  portable 
phone  (she  has  her 
own  line),  read  Rolling 
Stone,  and  tune  into 
Seinfeld  and  Beverly  Hills 
90210,  which  is  "kind  of  cheesy,  but  I 
have  to  watch." 

And,  like  all  children  of  the  time- 
pressed,  dual-income  modern  household, 
Nicole  shops.  A  lot.  Her  musical  taste, 
honed  by  MTV,  runs  toward  new  bands 
such  as  Cypress  Hill  and  Smashing 
Pumpkins— though  she  also  likes  1970s 
disco.  Her  favorite  raiments: 
baby-doll  dresses  from  Reminis- 
cence and  black  Doc  Marten 
boots  ("my  Docs").  Or  a  T-shirt 
from  the  funky  apparel  store 
Stussy,  with  Vans  sneakers 
and  second-hand  Levi's, 
"kind  of  shredded  at  the 
bottoms,"  bought  at  Ur- 
ban Outfitters,  a  youth- 
oriented  apparel  chain. 

Smashing  Pumpkins. 
Baby-doll  dresses.  Ur- 
ban Outfitters.  They 
are  the  choices  of  a 
new  generation.  Get 
used  to  them,  Adult 


...WEAR  recycled  Levi's,  Doc  Martens, 
Timberland  boots,  Engineer  motorcycle 
boots,  Reebok  Air  Pumps,  Vans  sneakers, 
Adidas  sneakers,  Starter  jackets,  Quiksilver 
shorts,  Big  Smith  overalls,  concert  T-shirts, 
baby-doll  dresses,  thermal  underwear, 
flannel  shirts,  necklaces  made  of  beads, 
thumb  rings,  knapsacks 


America.  You're  going  to  be  hearing  a 
lot  more  about  them  in  the  years  to 
come— and  everything  else  about  this 
fresh-faced,  new  crop  of  teenagers,  with 
their  grown-up  sensibility  and  passion 
for  bizarre  fashion  combinations  and  the 
newest  technologies.  They  are  the  lead- 
ing edge  of  a  demographic  wave  that 
will  wash  over  the  U.  S.  during  the  next 
two  decades,  transforming  our  culture 
and  economy.  And  as  their  spending 
power  and  influence  swell,  they'll  change 
the  way  marketers  of  everything  from 
soft  drinks  to  apparel  to  cars  will  do 
business  in  the  coming  years. 
ADULT  PROBLEMS.  While  society  has  been 
fixated  on  the  vast,  aging  cohort  of  the 
Baby  Boomers,  the  ranks  of  teenagers 
have  started  to  grow  again.  It  began  in 
1992,  when  the  U.  S.  population  aged 
13  to  19  inched  up  by  70,000,  to  24.08 
million,  ending  the  15-year  decline  pro- 
duced by  the  Baby  Bust.  Now,  the  pace 
is  picking  up  as  boomers'  babies  grow 
up  and  new  immigrants  arrive.  This 
year,  the  teen  population  should  hit 
nearly  25  million.  During  the  next 
decade,  it  will  grow  at  close  to  twice 
the  rate  of  the  overall  population,  ac- 
cording to  U.S.  Census  Bureau 
projections. 

By  the  time  this  bulge  peaks 
'n  2010,  it  will  top  the  Baby 
Boom-fueled  teen  explosion  of  the 
1960s  and  1970s  in  both  size  and 
duration,   the  projec- 
tions say.  Census  Bu- 
reau demographer  Jen- 
nifer Cheeseman  Day 
figures  this  teen  wave 
will  surpass  the  previ- 
ous record  in  2006.  It 
will  crest  at  30.8  mil- 
lion teens-900,000 
more  than  the  Boomer 
high-water   mark  of 
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ISCINATED  BY 

irities  Jim  Morrison, 
<,  River  Phoenix 


..•USE  Clearasil,  Neutragena  acne  soap,  Clinique's  Almost 
Lipstick,  Maybelline's  Great  Lash  mascara;  wash  your  hair 
with  Pantene  Pro-V,  Salon  Selectives,  and  Head  &  Shoulders; 
use  the  soap  your  mother  buys;  apply  deodorant  constantly 


...ADORE  Winona  Ryder,  Daisy  Fuentes,  ...LIKE  basket- 
Martin  Lawrence,  Adam  Sandler,  Eddie  Vedder,  ball,  skateboard- 
Anthony  Kiedis,  Michael  Jordan,  Christy  Turling-  ing,  Rollerblading, 
ton,  Niki  Taylor,  Cindy  Crawford,  Christian  surfing,  and 
Slater,  Eric  Nies,  Tom  Cruise,  Mayim  Bialik  snowboarding 


1976  and  4.1  million  more  than  in  1969, 
when  the  Woodstock  rock  festival  fo- 
cused the  world's  attention  on  youth 
culture. 

It  won't  be  dejd  vu  all  over  again, 
though.  This  particular  group  of  teens, 
molded  by  the  social  revolutions  of  the 
past  two  decades,  is  far  different  from 
the  post-World  War  II  generations  of 
the  Baby  Boom  and  the  Baby  Bust.  In 
the  years  since  today's  oldest  teens  were 
born,  the  two-income  household  has  gone 
from  an  option  pursued  by  about  half 
of  all  families  with  school-age  kids  to 
an  economic  fact  of  life  practiced  by 
three  out  of  four  such  households.  Ap- 
pliances such  as  personal  computers,  CD- 
players,  portable  phones,  VCRs,  video 
games,  and  microwave  ovens  have  be- 
come standard  operat- 
ing equipment  of  the 
American  middle  class. 
Multiculturalism  is  an 
established  part  of 
teens'  environment, 
too:  One  in  three  be- 
longs to  a  minority, 
compared  to  one  in 
four  in  the  total  popu- 
lation. 

These  teens  are  also 
being  exposed  to  very 
adult  problems  at  a 
very  young  age,  from 
crime  to  aids  to  home- 
lessness.  In  many 
ways,  they  grow  up 
having  to  fend  for 
themselves:  One  in 
four  households  with 
kids  is  headed  by  a 
single  parent,  up  from 
one  in  eight  in  1970. 
"For  a  while,  it  was  really  hard,"  says  a 
San  Francisco  teen  who  took  a  part- 
time  job  to  help  out  when  her  parents 
split  up.  "Mom  was  unemployed.  We 
knew  we  had  to  be  careful." 
microwave-literate.  Between  marital 
splits  and  working  parents,  teenagers 
are  responsible  for  far  more  decisions 
than  other  postwar  generations,  and 
they're  being  asked  to  take  on  more 
adult  tasks.  They  shop  for  themselves, 
do  their  own  laundry,  and  get  dinner 
for  themselves:  36%  of  teens  made 
themselves  meals  in  1993,  up  from  13% 
six  years  earlier,  according  to  a  recent 
Nickelodeon/Yankelovich  Youth  Monitor 
survey  of  1,216  youths.  They've  lived 

GROUND  ZERO  Nicole  Mann,  times 
25  million,  is  one  big  marketing  target 


...LISTEN  TO 

Pearl  Jam,  Stone  Tem- 
ple Pilots,  Soul  Asy- 
lum, Soundgarden, 
Smashing  Pumpkins, 
Ace  of  Base,  Lemon- 
heads,  Morrissey, 
Grateful  Dead,  Aero- 
smith,  Snoop  Doggy 
Dogg,  A  Tribe  Called 
Quest,  Cypress  Hill, 
Salt-n-Pepa,  Nine  Inch 
Nails,  Bjork 
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MALL  MOB  Many  teens 
these  days  tend  to  have 
affluent,  indulgent  parents 

through  their  parents' 
job  losses  and  debt 
woes,  often  providing 
the  sort  of  emotional 
support  that  spouses  of- 
fered in  predivorce  days. 
One  15-year-old  whose 
parents  divorced  a  year 
ago  says  they  talk  about 
family  finances  so  much 
that  it's  overwhelming. 
"Sometimes  I  wish  they 
didn't  tell  us  every- 
thing," the  teen  says. 

Add  it  all  up,  and  you 
have  a  very  complicated 
set  of  kids.  "In  their 
brains,  they  have  the 
knowledge  of  adults," 
says  Caroline  Miller,  editor  of  Seventeen 
magazine.  "Yet  they  have  the  hormones 
and  experiences  of  young  people."  Adds 
Ed  Zwick,  the  producer  of  the  Boomer 
series  thirtysomething  who  is  working 
on  a  new  show  about  being  fifteen- 
something.  My  So-Called  Life:  "Teens 
still  have  the  same  issues  of  identity 
and  self-loathing  and  all  that  psycholog- 
ical stuff  that  J.  D.  Salinger  wrote  about, 
but  you're  dealing  with  a  different  play- 
ing field." 

In  addition  to  having 
substantial  control  over 
the  choices  in  their  lives, 
these  teens  have  stag- 
gering spending  power. 
Credit  their  indulgent 
Boomer  parents.  Ac- 
cording to  teen-market- 
ing guru  Peter  Zollo, 
teenagers  will  spend 
$89  billion  this  year- 
s')? billion  from  their 
own  earnings  and  $.'32 
billion  from  allowances 
(chart).  By  some  esti- 
mates, they  influence 
more  than  $200  billion  in 
purchases.  But  courting 
these  older-than-their-years  kids  is  no 
easy  matter.  Gee-whiz  marketing  just 
doesn't  cut  it.  "We  can't  make  ads  for 
them  that  have  people  jumping  up  and 
down  and  singing,"  says  Sergio  S.  Zy- 
man,  chief  marketing  officer  of  Coca- 
Cola  Co. 

Corporate  leaders  are  confronted  with 
another  ticklish  problem:  What  genera- 
tion are  they  supposed  to  favor?  The 
increasingly  middle-aged  Boomers,  with 
their  sagging  waistlines  and  their  nos- 
talgia for  Sixties  pop  culture?  Or  the 
lithe  Echo  Boomers  with  their  taste  for 
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...READ  Rolling 
Stone,  Details,  YM, 
Moufh2Mouth, 
Sassy  Seventeen, 
Sports  Illustrated, 
Quake,  Tell,  Game- 
Pro,  YSB 


the  new  and  outrageous?  "We  have  a 
dual  challenge,"  says  Jeff  Campbell,  se- 
nior vice-president  of  brands  at  Pepsi- 
Co's  Pepsi-Cola  Co.  "We  have  to  keep 
the  original  Pepsi  Generation  involved 
with  the  franchise,  and  we  have  to  en- 
roll the  new  generation."  It's  the  children 
of  Captain  Kangaroo  and  The  Lane 
Rangers  "Hi-yo,  Silver!"  vs.  the  kids  of 
Wayne's  World  II  and  Bean's  and  Butt- 
head's  "heh-heh-heh-heh." 
POLICY  QUANDARY.  This  dual  demo- 
graphic bulge  will  also  pose  acute  prob- 
lems for  the  nation's  policymakers,  who 
will  have  to  decide  how  to  divide  scarce 
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resources  between  t tl 
pressing  needs  of  t 
growing  population 
the  aged  and  such  loo  ' ' 
ing  teen  problems  as  i  *■ 
ing   rates   of  vioki 
crime,  out-of-wedlc 
births,  and  finding  jel 
for  this  generation  wh| 
it  enters  the  workfonp 
Some  thinkers  predj 
a  generation  gap  to 
val  that  of  the  1960s. 
Boomers  step  into  dA-- 
sion-making  roles,  th|' 
are  likely  to  be  intol 
ant  of  teens  who  mi 
life  unsafe  or  uncomfi 
able.  The  Boomers  h?*1' 
become  increasing 
moralistic    as  they'i 
aged,  bringing  us  eve| 
thing  from  political  c! 
rectness  to  antismoking  fervor. 
Boomers  think  they  were  on  the  cj*e 
ting  edge  of  spiritual  and  cultural  w  - 
dom,"  says  Neil  Howe,  co-author  of  G 
erations,  an  analysis  of  generatic ■ 
through  history.  "They  see  today's  t« 
as  an  example  of  what's  wrong  w  p 
America." 

They're  not,  of  course.  They're  jf*o 
what's  ahead  for  America.  Just  like  th 
predecessors,  these  teens  will  bet- 
source  of  new  demands  and  tastes- 
college  campuses,  in  popular  culture,  a  asi 
for  such  things  as  movies,  music,  fi  • 
food,  clothing,  and  soft  drinks.  Alrea  fc 
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i  ects  of  this  cohort  are  being  felt, 
lands  beloved  by  teens,  such  as 
am  and  Stone  Temple  Pilots,  and 
rappers  such  as  Snoop  Doggy 
are  dominating  record  charts, 
d  Ellis,  an  executive  at  Sony 
says  kids  aged  10  to  19  make  up 
!  record  sales  in  the  U.  S.  Soft- 
bottlers  are  crediting  teenagers 
ssurgence  in  regular 
says  Jesse  Meyers, 

uer  of  Beverage  Di- 
jgared  sodas  gained 
.are  point  in  1993, 
diet  sodas  fell, 
's  strength  in  num- 
says  Angela  Jan- 
larrington,  29,  edi- 
\fouth2Mouth,  Time 


TEEN  SPIRIT:  THEY  SPEND 
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r  Inc.  s  new  maga-  BLUE  JEANS 
r  teenagers, 
lion  is  following  a 
sat,  too.  The  run- 
)f  such  designers 
ina  Karan,  Anna 
anni  Versace,  and 
agerfeld  this  sea- 
showed  fashions  that  started  with 
such  as  baby-doll  dresses,  outfits 
id  after  parochial-schoolgirl  uni- 
child-size  sweaters  and  T-shirts, 
parel  decorated  with  the  Adidas 

■worthy."  Of  course,  marketers 
lways  loved  teens:  They're  soci- 
rendsetters.  The  teen  years,  after 
:  a  time  of  experiment:  trying  on 
ashions,  music,  TV  shows  and 
;,  products,  ideas,  attitudes,  and 
ies  is  what  being  a  teen  is  all 


BILLIONS  OF 
DOLLARS 


DATA:  SIMMONS  MARKET  RESEARCH  BUREAU, 
BASED  ON  INTERVIEWS  WITH  3,000  TEENS 


about.  "Teens  are  early  adopters,"  says 
Jon  Achenbaum,  vice-president  for  mar- 
keting resources  at  Helene  Curtis  In- 
dustries, which  makes  Salon  Selectives, 
Finesse,  and  Suave  shampoos,  three  of 
the  best-selling  shampoos  in  drugstores. 
"If  you  build  a  brand  with  teens,  they 
will  make  it  newsworthy."  Zollo's  studies 
show  80%  of  teens  talk  about  ads  they 
like:  That  can  be  powerful  word-of- 
mouth  marketing. 

Marketers  know  that  if  they  attract 
someone  as  a  teen,  there's  a  good 
chance  they'll  keep  him  or  her  as  a  eus- 
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tomer  in  the  years  ahead.  Frito-Lay, 
which  draws  15%  of  its  sales  from  teens, 
says  it  has  seen  a  rise  in  chip-snacking 
by  grown-ups.  "We  think  it's  because 
we  brought  them  in  as  teenagers,"  says 
Roger  Berdusco,  a  marketing  director 
for  the  PepsiCo  Inc.  subsidiary. 

Teenagers  are  also  a  valuable  market 
right  now  because  they  already  have 
plenty  of  money.  By  the  time  kids  reach 
their  teens,  their  parents  usually  are  in 
their  peak  earning  years.  According  to 
the  Census  Bureau's  household  income 
statistics,  40%  of  kids  12  to  17  years  old 
in  1992  lived  in  households  with  incomes 
of  $40,000  to  $89,999.  That  was  four 
points  higher  than  Americans  overall. 
An  additional  8%  lived  in  households 
that  made  more  than  $90,000  a  year. 
True,  18%  lived  in  poverty,  up  two 
points  from  1989,  and  three  points  high- 
er than  the  total  population. 

Overall,  though,  families  with  teens 
are  pretty  well  off— and  those  Boomers 
tend  to  be  pretty  indulgent  parents. 
"Parents  give  teens  what  teens  think  of 
as  necessities— a  car,  computer,  video 
games— that  we  would  call  luxuries," 
says  Lester  Rand,  president  of  Rand 
Youth  Poll.  Weekly  allowances  are  rising, 
too:  They  now  average  $15,  up  from  $11 
two  years  ago,  according  to  the  Nickel- 
odeon/Yankelovich  Monitor. 

Not  surprisingly,  teens  are  calling  the 
shots  on  a  broad  range  of  purchases. 
Three  out  of  four  choose  their  own  de- 
odorant, according  to  Simmons  Research 
Bureau.  More  than  half  select  their  own 
shampoo,  and  just  under  half  their  own 
toothpaste.  Some  60%  of  12-to-17  year 
olds  have  their  own  CD  players,  accord- 
ing to  Sony,  and  one  in  five  belongs  to 
record  clubs.  Even  credit  cards,  the 
symbol  of  consumer  adulthood,  are  in- 
creasingly showing  up  in  the  hands  of 
teens.  About  one  in  nine  high  school 
students  has  a  credit  card— co-signed  by 
parents— according  to  a  survey  by  Mas- 
terCard. 

SECOND  OPINION.  Teens  who  do  the  fam- 
ily shopping  wield  even  more  consumer 
clout.  About  two  in  three  visit  a  super- 
market once  or  more  a  week,  and  one  in 
three  handles  major  shopping  chores, 
according  to  the  studies  by  Nickel- 
odeon/Yankelovich  and  Simmons.  Jen- 
nifer "Pippy"  Colon,  16,  of  Manhattan 
says  she's  encouraged  to  "get  whatever 
you  want."  So  she  buys  fun  stuff,  such 
as  fudge  cookies  and  Velveeta  cheese. 

Teens  can  power  big-ticket  purchases, 
too.  Keri  Vander  Male,  16,  of  Grosse 
Point,  Mich.,  "hated"  her  parents'  clunky 
Jeep  Cherokee  and  insisted  on  going 
along  when  her  father,  an  attorney,  went 
car  shopping.  She  persuaded  him  to  pick 
a  Toyota  Camry  with  a  CD  player  and 
sunroof.  "It  looks  more  like  a  hip-hoppi- 
er  car,"  says  Keri,  who's  driving  the 
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young  to  slap  plastic! 


Camry,  too.  "Marketers  ignore  this 
group  at  their  peril,"  says  Steve  Shan- 
non, head  of  consumer  marketing  at 
Saturn  Corp.,  whose  ads  include  a  spot 
of  a  teen  with  her  dad  shopping  for  a 
car. 

Recognizing  that  peril,  Procter  & 
Gamble  is  pitching  such  mainstream 
products  as  Secret  deodorant  and  Pan- 
tene  Pro-V  shampoo  to  teens.  Even  Oil 
of  Olay— which  for  years  has  told  older 
women  it  will  help  them  stay  young— is 
running  ads  in  teen  magazines.  Master- 
Card sponsored  a  tour  of  the  Seattle 
group  Soul  Asylum  and  MTV's  Spring 
Break  1993  and  1994  shows.  J.  C.  Penney 
is  running  10-page  spreads  in  Seventeen 
and  YM  for  youthful  fashions 
such  as  combat  boots  and  kilts. 
mci  Communications  Corp.  is 
making  teens  a  big  target  for  its 
new  service,  1-800-COLLECT. 
"They're  very  mobile  and  really 
value  staying  in  touch,"  notes 
Patty  Proferes,  the  service's  di- 
rector. And  they  call  collect  a  lot. 
FREE  KISSES.  For  some  products, 
teens  can  offer  a  new  lease  on 
life.  Bausch  &  Lomb  Inc.,  fore- 
seeing that  an  aging  population 
boded  ill  for  contact-lens  sales, 
started  focusing  on  teens  two 
years  ago.  After  all,  what  moti- 
vates people  to  buy  contacts?  "In- 
volvement with  sports,"  says  B&L 
Business  Director  Glenn  Van  Deusen, 
and  "concern  with  the  opposite  sex."  Bin- 
go. B&l's  sales  hit  a  record. 

But  for  many  companies,  the  real  pay- 
off is  a  bit  further  in  the  future.  Deirdre 
McDonnell,  product  manager  for  wom- 
en's athletics  at  New  Balance  Inc.,  rea- 
sons that  if  she  can  get  16-year-old  girls 


90- 


into  her  new  line  of  shoes  for  high 
school  volleyball  players,  they'll  look  fa- 
vorably on  the  New  Balance  brand  when 
they  go  shopping  for  running  and  fit- 
ness shoes  at  25.  American  Express  Co. 
courts  college  students  with  parties  at 
Gap  stores,  free  bags  of  Hershey's  kiss- 
es, and  movie  screenings. 

Media  companies  have  always  viewed 
teens  as  a  big  opportunity.  Besides  Time 
Warner's  Mouth2Mouth,  Hachette  USA 
Inc.  and  NBC  are  collaborating  on  Tell,  a 
magazine  for  teenage  girls.  Welsh  Pub- 
lishing Group  Inc.  has  introduced  Quake, 
a  slightly  offbeat  magazine  (one  issue 
recounted  the  history  of  chewing  gum). 
And  technology  is  putting  kids  on  the 
same  media 
wavelength.  The 
rise  of  cable  TV, 
video  games, 
videos,  and  on- 
line services  is 
eroding  regional 
differences  and 
promoting  a  na- 
tional teen  cul- 
ture. 
Teens  are  a  fick- 
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le  market,  however.  "They  chan 
brands  easily,"  says  a  Procter  &  Gam 
executive.  "They  don't  know  what  t]  1 
want,  they  have  less  experience  usif; 
products,  and  they  are  more  easily  rjl 
suaded  and  influenced  by  advertisir 
And  they're  better  informed.  La 
Oberto,  president  of  Oberto 
Sausage  Co.,  found  that  out 
firsthand  when  her  11-year- 
old  daughter  reproached  her 
for  using  MSG  in  beef  jerky. 
Oberto    reformulated  the 
product.  And  now  labels  say 
that  Oberto's  jerky  is  97% 
fat-free.  "Ingredients  that 
traditionally  haven't  turned 
kids  off  now  do,"  Oberto 
says. 

To  lure  teen  customers, 
many  companies  are  prac- 
ticing "relationship  mar- 
keting." Polydor  Records 
runs  an  on-line  bulletin 
board  to  keep  in  touch 
with  teens.  It  has  also 
newsletter,  Bark,  written 
teens,  with  a  circulation  of  9,000.  1 
PolyGram  division  views  Bark  as  a  w 
to  keep  its  finger  on  the  pulse  of  U 
culture.  Polydor  President  Da\ 
Sigerson,  36,  says  it's  vital  that 
connects  with  teens:  As  people  gr 
older,  they  stay  loyal  to  music  "t 
resonates  when  they  were  young.' 

Advertisers  are  already  coming 
a  few  conclusions  about  how  best 
connect  with  kids.  They  know  tl 
these  teens  prefer  stories  to  the  lo 
fast-paced,  music-video-style  ads  t' 
the  Busters  were  so  enamored 
Teenage  girls,  for  example,  are  1 
fans  of  a  Diet  Coke  spot  that  sho 
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V  A 
Clear  View 

of  the 

Pacific  Rim 


You  will  receive  more  complete  information 
including  a  prospectus  for  the  G.T.  Global  Mutual 
Funds  discussing  charges,  expenses,  and  the 
risks  of  global  and  emerging  market 
investing.  Please  read  the  prospectus 
carefully  before  you  invest. 


A  collage  of  satellite  photos  reveals  a  clear,  cloud-free  view  of  one  of  the 
most  dynamic  regions  in  the  global  economy:  the  Pacific  Rim. 

Emerging  and  Developed  Markets  G.T.  Global's  investment  professionals 
consider,  as  all  investors  should,  the  impact  of  currency  fluctuations  and 
economic  and  political  change  on  global  markets. 

In  the  Pacific  Rim  they  see  a  region  with  economies  at  all  points 
along  the  development  spectrum,  including  China,  the  world's 
largest  emerging  market,  and  rapidly  developing  Asian  markets 
ike  Hong  Kong,  Singapore,  Malaysia,  South  Korea,  and  Thailand. 
Economic  and  political  reforms,  rising  affluence,  and  increasing 
trade  with  international  markets  are  all  fueling  growth  in  the 
Pacific  Rim. 

The  G.T.  Global  Advantage  We've  maintained  an  active 

presence  in  the  Pacific  Rim  for  more  than  20  years. 
Today  we  have  offices  in  Hong  Kong, 
Singapore,  Tokyo,  Sydney,  and  San 
Francisco  -  a  network  of  investment 
professionals  to  formulate  a  clear 
view  of  the  Pacific  Rim  and  assess 
investment  opportunities 
on  a  global  basis. 

If  you  are  considering  investing  in  the 
Pacific  Rim  -  or  anywhere  else  in  the 
world  -  consult  your  financial  advisor 
or  call  G.T  Global. 

1-800-824-1580 

G.T.  Global  Financial 
Services,  Inc.,  Distributor 
50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 


GX  GLOBAL 

When  you  invest  for  your  future, 
think  global... G.T.  Global. 

London        Singapore  Sydney 
Hong  Kong        Tokyo        San  Francisco 


THE  EUROTEENS 
(AND  HOW  TO  SELL  TO  THEM) 


For  years,  marketers  have  been 
heralding  the  arrival  of  the  Glo- 
bal Teen,  a  new  breed  of  youth 
who  share  universal  tastes  in  food, 
fashion,  and  attitude.  But  despite  the 
rise  of  global  media,  differences  still 
abound,  making  life  complicated  for 
marketers.  "The  international,  broad- 
brush  campaign  is  a  new  and  exciting 
concept.  But  it  rarely  works,"  says 
Brent  Gosling,  a  London-based  ad  plan- 
ner for  Ogilvy  &  Mather  Ltd. 

Take  Levi  Strauss  &  Co.  It  sells  a 
key  part  of  the  international  teen  uni- 
form but  found  that  European  teens 
reacted  negatively  to  the  gritty  urban 
realism  of  its  U.  S.  ads,  which  evoked 
a  side  of  America  that  makes  them 
uncomfortable.  So  Levi's  European  ads 
draw  on  a  mythical  America.  One  ex- 
ample: a  mini-Western  of  two  girls 
traveling  by  covered  wagon  who  stop 
to  watch  a  young  man  bathe  in  a 
creek  wearing  nothing  but  his  Levi's. 


according  to  a  1993  study  by  Yankelo- 
vich  Partners  Inc.  A  study  by  Paris- 
based  Martine  Thiesse  of  Research 
International  found  that  teens  in  such 
recession-wracked  countries  as  Germa- 
ny, Denmark,  and  Belgium  worry  that 
they'll  never  match  the  living  stan- 
dards of  their  parents.  And  while  their 
disposable  income  is  much  less,  kids  in 
China,  Indonesia,  and  India  are  far 
more  optimistic  about  the  future— and 
crazy  about  American  culture  and 
brands  that  are  old  hat  to  Europeans. 
macabre  marketing.  Europe's  teens 
also  prefer  a  more  irreverent  style  of 
ad.  A  British  spot  aimed  at  15-year-old 
boys,  for  example,  urges  them  to  buy 
the  snack  food  Nik  Naks,  not  because 
they  taste  good  but  because  they're 
revolting.  Two  cartoon  characters  in 
the  macabre  ads  torture  one  another 
into  misshapen  forms. 

Marketers  say  they're  beginning  to 
detect  signs  of  homogenization  among 


Marketers  say  European 
kids  are  also  starting  to 
look  toward  Central  and 
Eastern  Europe  for  music 
and  fashion  cues.  The  hot- 
test cities  on  teens'  travel  itineraries 
are  not  Los  Angeles  and  New  York 
but  Berlin,  Prague,  and  Budapest.  "It's 
cool  to  look  to  America,"  says  Barry 
Shafran,  marketing  director  for  Levi 
Strauss  Europe.  But  "there's  a  deep- 
seated  need  and  pride  for  your  own 
roots  and  heritage." 

Research  underscores  the  differenc- 
es among  kids.  Compared  with  Yanks, 
European  teens  enjoy  closer  relation- 
ships with  their  parents,  and— except 
for  Britons— don't  watch  as  much  TV, 


BUYING  BRITISH 

The  infatuation  with  all 
things  American  is  waning 
among  European  youth 


the  nrst  generation  to  come 
of  age  in  a  more-or-less  uni- 
fied Em-ope.  They  say  Euro- 
pean teens  are  keenly  inter- 
ested in  what's  hot  in  the 
country  next  door,  the  way  they  once 
couldn't  wait  for  the  next  trend  out 
of  California.  "An  18-year-old  boy  in 
France  has  more  in  common  with  an- 
other 18-year-old  in  Germany  than  he 
does  with  his  own  parents,"  says 
Frank  Brown,  advertising  sales  direc- 
tor of  MTV-Europe.  "We  consider  them 
as  one  nation."  If  marketers  don't  have 
the  global  teen,  there's  some  consola- 
tion—the rise  of  the  Euroteen. 

By  Paula  Dwyer  in  London,  with 
Runs  Mitchell  in  San  Francisco 


a  young  woman  pulling  up  in  a  comifc 

ible  and  throwing  her  beau's  belongs 
into  the  doorway  of  a  pool  hall,  'fe 
Carrie  Green,  18,  of  Montclair,  N.JB 
love  that!  I've  been  through  thai] 
wanted  to  do  that." 

Sports  and  celebrities  are  also  m 
These  teens  still  want  role  models.  * 
Donald's  has  commercials  featuring 
ry  Bird,  Michael 


...WATCH  MTV,  I 
H,lls  90210,  Roseani 
Prince  of  Be/  Air,  BIq* 
Seinfeld,  Martin,  TheSs 
World,  Saved  by  thtk 
Uvmg  Color,  Oarisscif 
It  All, 
Beav/s  & 
Butt-head, 
Arsenio 
Hall,  David 
Letterman, 
Nick  at 
Nite 


A 


3 


Jordan,  and  other 
athletes  matching 
skills  in  exagger- 
ated competitions. 
Scott  Jones,  17,  of 
Houston,  says 
sports-related  ads 
are  "spared  the 
trigger  finger"  of 
his  remote  con- 
trol. Marketers 
are  also  seeking 
ways  to  appeal  to 
Baby  Boomers 
and  to  teens.  Pep- 
si picks  celebrities 
liked  by  both  groups.  NBA  star  Shai 
O'Neal,  supermodel  Cindy  Crawford 
comedian  Michael  Richards,  a 
"Kramer"  on  the  hit  show  Seinfeld, 
in  Pepsi's  current  rotation. 

The  media  savvy  and  maturity 
day's  teens  also  makes  life  a  little  e; 
for  advertisers  trying  to  reach 
groups.  Sophisticated  ads  aimed  at 
will  also  make  sense  to  any  grown 
who  happen  to  come  across  them, 
trogena  Corp.,  for  example,  strive 
talk  to  teens  in  the  same  language 
images  it  uses  with  adults.  "We  try 
use  language  that  talks  down  to  tl 
says  Marketing  Director  Linda  K 
man.  "Just  give  them  information 
they  need  to  make  a  decision." 

For  all  their  appeal  as  consu 
though,  this  generation  of  teens! 
some  wrenching  problems.  In  the 
30  years,  the  birthrate  among  un| 
ried  women  15  to  19  years  old 
almost  tripled,  to  45  births  per 
Crime  statistics  are  equally  distur 
104.137  juveniles  were  arrested  in 
for  violent  crimes,  up  57.1%  from  1 

The  employment  outlook  for 
agers  may  be  grim,  too.  Andy  Su 
rector  of  the  Center  for  Labor  Ma| 
Studies  at  Northeastern  Univer 
warns  that  the  swelling  number  o 
try-level  workers  will  probably 
down  wages  and  increase  the  com 
tion  for  jobs.  When  Boomers  ent 
the  job  market,  there  were  plenl 
manufacturing  jobs  that  paid  mi 
class  wages.  But  the  pool  of  blue-< 
jobs,  which  increased  from  1959  to 
has  since  shrunk  sharply. 

Not  that  everything  is  gloomy.  ] 


P 
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GRAND 

Its  interior  stirs  a  passion  for  driving  well  served  by  an  eager  V6,  agile  sport  suspension, 
the  safety  of  driver  and  passenger  airbags  and  available  anti-lock  brakes. 

PRIX 

The  new  Grand  Prix™  Sport  Sedan.  Purposefully  designed, 
superbly  eguipped.  A  high-guality  boost  to  4-door  driving  excitement. 

REWARDS 


IPONTIAC 

WE  ARE  DRIVING  EXCITEMENT 


'OIMTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty  (see  your  dealer  for  details),  plus  free 
'4-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762-4900  for  more  product  information  and  dealer  locations 
El«  Always  wear  safety  belts,  even  with  airbags.  d  1993  GM  Corp.  All  Rights  Reserved. 


kids  are  graduating  from  high  school 
and  going  on  to  higher  education  than  in 
the  1960s.  Women  in  particular  have 
more  opportunities:  The  percentage  at- 
tending college  has  almost  doubled  since 
1967,  according  to  the  Census  Bureau.  A 
higher  proportion  of  women  18  to  24 
were  enrolled  in  college  in  1992  than 
men,  36%  to  33%.  (The  gender  gap  is 
still  with  us,  though:  69%  of  teenage 
girls  go  grocery  shopping,  vs.  32%  of 
teenage  hoys,  says  Simmons). 

These  pragmatic,  precocious  kids 
could  become  the  highly  educated  work- 
force needed  in  the  technology-based 


global  marketplace  of  the 
future.  That  could  enable 
them  to  become  a  strong, 
positive  economic  force  as 
they  start  households  and 
create  demand  for  homes 
and  cars.  And  the  sturdy 
exuberance  of  youth  is 
very  much  alive.  Re- 
searcher Zollo  says  his  polls  show  teens 
today  are  "very  optimistic"  about  their 
prospects.  Right  now,  we're  looking  out 
from  the  vantage  point  of  Year  Three  of 
this  19-year  demographic  wave.  Consid- 
ering the  impact  of  the  last  teen  boom, 


...PLAY  Sega's  Mortal 
Kombat  with  the  blood 
code;  Q-Zar  laser  tag; 
own  a  Gameboy;  use 
your  parents'  computer 


we're  in  for  another  hell  of  a  ri 
By  Laura  Zinn,  with  Jonathan  Bet 
in  New  York,  Kate  Murphy  in  Houst\ 
Sandra  Jones  in  Chicago,  Marti  Be 
detti  in  Detroit,  Alice  Z.  Cuneo 
Francisco  and  bureau  reports 


NEVER  TRUST  ANYONE  OVER  30? 


As  a  young  lawyer  during  the 
1960s,  Gerry  Lefcourt  used  to 
have  one  of  those  buttons  that 
said,  "If  you're  not  part  of  the  solution, 
you're  part  of  the  problem."  His  clients 
included  Mark  Rudd,  the  Columbia 
University  student  who  led  a  strike 
that  shut  down  the  school  in  1968,  the 
Chicago  7,  and  the  Black  Panthers.  Lef- 
court \s  favorite  client  was  the  late  Ab- 
bie  Hoffman,  the 
inimitable  protest 
leader,  fugitive,  and 
founder  of  the 
Youth  International 
Party— the  Yippies. 
"I  was  Abbie's  law- 
yer for  20  years," 
Lefcourt  notes,  "and 
he  never  paid  me  a 
penny,  I'm  proud  to 
say." 

If  anyone  embod- 
ied the  youthful, 
radical  Zeitgeist  of 
the  1960s  and  70s, 
that  man  was  Ger- 
ald Lefcourt,  Esq. 
In  1970,  he  told  a 
reporter  from  The 
New  York  Times: 
"Youth,  that's  what 
it's  all  about.  We're 
going  to  turn  the 
legal  system  upside  clown." 
cautionary  tales.  These  days,  Lef- 
court, 50,  is  feeling  slightly  less  rebel- 
lious and  a  lot  more  Establishment. 
The  father  of  18-year-old  Karen  and 
22-year-old  Jeffrey,  Lefcourt  practices 
law  out  of  a  Manhattan  townhouse. 
His  clients  include  real  estate  magnate 
Harry  Helmsley,  former  Drexel  trader 
Bruce  Newberg,  and  former  Bronx 
Democratic  leader  Stanley  Friedman.  "I 
do  a  range  of  white-collar  cases  nowa- 


days," says  Lefcourt.  Lately,  he  finds 
himself  defending  youthful  rebels  only 
when  they're  the  children  of  clients  or 
friends.  "I've  represented  the  sons  and 
daughters  of  numerous  people  I've 
known  over  the  years,"  he  says.  "Pot, 
coke,  alcohol,  minor  thefts,  petty  cred- 
it-card scams." 

So  what  does  a  product  of  the  pot- 
happy  Sixties  tell  his  kids  about  drugs? 


TEACH  YOUR  CHILDREN  fefcourt  with  Abbie  Hoffman  in  '69,  and 


Straight  talk,  says  Karen,  now  a  senior 
at  a  Bronx  prep  school.  "Years  ago,  I 
was  able  to  talk  to  him  about  a  friend 
of  mine  who  was  into  drugs,"  she  says. 
"He  was  great  about  it.  He  knew  a  lot 
about  it  and  told  me  what  a  scary 
thing  it  was.  He  didn't  flip  out  the 
way  a  lot  of  parents  would." 

Lefcourt  believes  his  years  of  chal- 
lenging authority  figures  helped  make 
him  less  judgmental  as  a  parent.  "I 
certainly  remember  those  feelings  of 


rebelliousness  and  how  convinced  yos 
were  that  no  matter  how  far  out,  yoi;j 
position  was  correct,"  Lefcourt  say  4 
He  then  quotes  from  Bob  Dylan's  Ti  l 
Times  They  Are  A-Changin'  son] 
"Come  mothers  and  fathers  throug 
out  the  land,  don't  criticize  what  y< 
can't  understand . . ." 
"very  good  feeling."  Karen  says  si 
and  her  father  often  listen  to  Dyl; 

albums  togethe 
and  though  Lc- 
court  says  1 
didn't  push  his  p< 
itics  on  his  chl 
dren,  these  applj 
didn't  fall  far  fro 
the  tree.  Jeffn 
spent  summe 
working  at  Leg 
Aid  and  the  Am* 
ican  Civil  Liberti 
Union,  and  Kara 
helped  build  a  da 
care  center 
Grenada.  And  I 
tone  of  the  youn 
er  Lefcourts'  p 
litical  discussio  I 
warms  their  1 
ther's  heart:  "Th 
talk  about  I 
hypocrisy  of  so<\ 
ety,  blame  the  gc 
ernment  for  not  doing  anything." 

Lefcourt  says  his  biggest  thrill  can 
when  his  children  asked  him  to  spe  . 
to  their  high  school  classes  about  b 
past.  "That  was  a  very  good  feelir  > 
because  most  kids  are  trying  to  g; 
as  far  away  from  their  parents  as  p<- 
sible,"  Lefcourt  says.  Acids  Karen:  "If 
very  proud  of  him.  My  friends  thi 
he's  very  cool."  Coming  from  a  teena 
girl,  that's  high  praise. 

By  Laura  Zinn  in  New  Yc 


'ith  daughter  Karen 
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Software  All-Star. 


CA90s 


CIO  Tom  Trainer 
uses  ca  software  to  help 
keep  Reebok  in  1st  place 
in  the  race  towards 
distributed  computing. 


Look,  up  in  the  air!  It's  a  bird  -  it's 

a  plane  -  it's  a  pair  of  Reebok 

sneakers! 

Just  like  the  world's  finest 

athletes  who  swear  by  their  shoes, 

Reebok  is  flying  high.  This  year, 

Reebok  will  sell  almost 

100,000,000  pairs 

ofsomeofthemost 

advanced  athletic  CAs  Computing 

r  .     .  ,  .  Architecture 

footwear  in  the  world.  ForThegos. 

There's  incredible  technology 
behind  the  shoes  as  well.  "Our 
information  systems  are  a  critical 
part  of  our  game  plan,"  says  Tom 
Trainer,  Reebok's  CIO.  "We're  at 
the  leading  edge  of  distributed 
computing  and  multimedia." 

Helping  Reebok  trounce  the 
competition  is  Computer 
Associates  and  the  most  advanced 
systems  software  in  the  world. 
" CA-UNICENTER* is  a  winner. 

It's  helping  us 
downsize  and 
re-engineer  our 
entire  IS  environ- 
ment around  the 
world." 

And  the  team 


behind  CA-UNICENTER? 

"CA's  got  some  of  the  best  tal- 
ent in  the  industry.  And  they'll  do 
anything  to  help  us  win.  That 
counts  a  lot.  Because  here  on 
Planet  Reebok,  winning  is  what  it's 
all  about." 

(Computer 
/Associates 

Software  superior  by  design. 


©Computer  Associates  International.  Inc.,  Islandta. 
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MUTUAL  FUNDS  I 


SHRINKING  SAFETY  ZONES 
FOR  MUTUAL  FUNDS 


Some  small-company,  high-tech,  and  Japanese  funds  were  among  the  first  quarter's  few  refuges 


For  the  millions  of  investors  who 
have  entrusted  their  money  to  mu- 
tual-fund managers  over  the  past 
few  years,  1994  so  far  is  a  sobering  les- 
son: You  can  lose  money  in  a  mutual 
fund,  too. 

The  first  quarter  is  not  a  disaster,  but 
it's  ugly.  The  Dow  Jones  industrials,  after 
flirting  with  4000  in  late  January,  slid  to 
3627  by  Mar.  30.  But  with  help  from 
small-to-medium-cap  stocks,  the  average 
U.  S.  diversified  equity  fund  beat  the 
Standard  &  Poor's  500-stock  index.  As  of 
Mar.  29,  diversified  funds  had  a  total  re- 
turn—appreciation plus  reinvestment  of 
dividends  and  capital  gains— of  -1.83%, 
vs.  -2.56%  for  the  s&p  500,  according  to 
Morningstar  Inc. 

The  domestic  equity  funds  that  fared 
the  best  were  those  that  were  heavily 


into  small-company  or  technology  stocks. 
European  equity  funds  as  a  group  were 
in  the  black.  The  brightest  spot  in  the 
global  picture  is  Japan.  The  top  five  per- 
formers are  Japanese  funds. 

There's  more  carnage  among  the  fixed- 
income  funds,  as  a  result  of  the  end  of 
the  historic  decline  in  interest  rates.  To- 
tal returns  for  government  bond  funds 
are  -2.4%,  international  bond  funds, 
-5.3%.  Interest-sensitive  utility  funds  are 
also  -5.3%.  And  though  their  interest 
payments  are  tax-free,  municipal-bond 
funds  fared  worse  than  taxables,  with 
an  average  return  of  -4.4%. 

Even  as  the  stock  market  has  taken  a 
dive,  investors  found  no  comfort  in  the 
cautious,  conservative  funds.  Small  com- 
panies outperformed  blue  chips,  and  ag- 
gressive funds  beat  the  steadier  balanced 


and  asset-allocation  portfolios.  "Ironil 
the  way  to  beat  the  bear  was  to 
taken  on  more  risk— like  Japanese 
technology  funds,"  says  John  Rekentl 
editor  of  Moniingstar  Mutual  Funds 
overdue.  It's  been  two  years  sinc( 
stock  market  last  slipped  into  the 
on  a  quarterly  basis.  "The  markets 
gone  up  in  a  straight  line  for  so 
that  people  forget  you  can  get  a  20° 
cline  any  time,"  warns  Kurt  Brouw 
San  Francisco-based  Brouwer  & 
chowski  Inc.,  which  manages  portl 
of  funds.  As  of  Mar.  30,  the  Dow  w* 
8.8%  from  its  peak,  the  s&p  500,  7. 
and  few  think  the  decline  is  over. 

Still,  equity-fund  managers  don't 
overly  worried.  Most  had  figured 
stock  market,  which  has  not  had  a 
pullback  in  more  than  three  years, 


APPRECIATION  PLUS 
REINVESTED  DIVIDENDS 
AND  CAPITAL  GAINS 
BEFORE  TAXES 

JAN.  1,  1994-MAR.  29,1994 
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DFA  JAPANESE  SMALL  COMPANY 

29.88% 

TWEEDY,  BROWNE  GLOBAL  VALUE 

6.85% 

CAPSTONE  NIKKO  JAPAN 

22.80 

PRA  REAL  ESTATE  SECURITIES 

6.76 

JAPAN 

17.52 

JANUS  MERCURY 

6.59 

T.ROWE  PRICE  JAPAN 

17.38 

ROBERTSON  STEPHENS  CONTRARIAN 

6.57 

FIDELITY  JAPAN 

16.62 

HEARTLAND  VALUE 

6.42 

MERRILL  LYNCH  TECHNOLOGY  B 

12.64 

FRANKLIN  GLOBAL  HEALTH  CARE 

6.18 

DFA  CONTINENTAL  SMALL  COMPANY 

1 1.79 

BERNSTEIN  INTERNATIONAL  VALUE 

6.03 

FIDELITY  EUROPE  CAPITAL  APPRECIATION 

10.87 

DFA  INTERNATIONAL  HIGH  BOOK  TO  MARKET 

5.98 

G.T.  JAPAN  GROWTH  A 

10.68 

SOUTHEASTERN  ASSET  MGMT.  VALUE 

5.85 

STRONG  GROWTH 

10.50 

ROBERTSON  STEPHENS  EMERGING  GROWTH 

5.78 

VANGUARD  INTL.  EQUITY  INDEX  PACIFIC 

9.87 

SOGEN  OVERSEAS 

5.77 

FAIRMONT 

9.41 

NICHOLAS-APPLEGATE  WORLDWIDE  GROWTH  B 

5.71 

FIDELITY  SELECT  ELECTRONICS 

9.13 

WRIGHT  EQUIFUND  DUTCH  NATL.  FID.  EQUITY 

5.49 

TRAK  INTERNATIONAL  EQUITY 

8.89 

ROBERTSON  STEPHENS  VALUE  PLUS 

5.44 

METLIFE  PORTFOLIOS  INTL  EQUITY  C 

8.86 

SELIGMAN  COMMUNICATIONS  &  INFORMATION  A 

5.44 

COHEN  &  STEERS  REALTY 

8.45 

PRUDENT  SPECULATOR 

5.19 

FIDELITY  SELECT  COMPUTERS 

7.97 

LEXINGTON  STRATEGIC  SILVER 

5.17 

WARBURG  PINCUS  GROWTH  &  INCOME 

7.94 

PIERPONT  INTERNATIONAL  EQUITY 

5.04 

MORGAN  STANLEY  INSTL.  INTL.  EQUITY 

7.76 

ROULSTON  MIDWEST  GROWTH 

5.04 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

7.72 

MERRILL  LYNCH  CONSULTS  INTERNATIONAL 

5.03 

QUANTITATIVE  BOSTON  FOREIGN  GR.  &  INC.  ORD. 

7.59 

FRANKLIN  CALIFORNIA  GROWTH 

5.02 

FIDELITY  SELECT  CHEMICALS 

7.55 

CRABBE  HUSON  SPECIAL 

5.00 

MONTGOMERY  GROWTH 

7.22 

FIDELITY  REAL  ESTATE  INVESTMENT 

4.94 

G.T.  AMERICA  GROWTH  A 

6.98 

COLONIAL  INTERNATIONAL  EQUITY  INDEX 

4.91 

PIONEER  CAPITAL  GROWTH 

6.91 

CHESAPEAKE  GROWTH 

4.88 

Funds  that 
invest  in  tf 
Land  of  the 
Rising  Sun  ar 
rising.  They'N 
rallied  seven 
times  over  th 
last  four  yeai 
only  to  fall 
again.  But  th 
time,  Japan's 
gains  may  be 
more  endurir 


Investing  in 
I  small- to 
medium-size< 
companies  h( 
proven  more 
rewarding  th 
the  large-cap 
stocks,  and 
many  of  thef 
quarter's 
leading  fund 
did  just  that. 
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rdue  for  a  correction.  Jeffrey 
/inik,  portfolio  manager  of  the 
,1  billion  Fidelity  Magellan 
d,  is  riding  out  the  storm  with 
same  portfolio  he  has  had  for 
past  18  months— cyclical,  tech- 
igy,  and  energy  stocks.  "I'm  a 
on  the  U.  S.  industrial  econo- 
for  the  1990s,"  says  Vinik. 
at's  where  you're  going  to  see 
best  earnings  growth."  Mag- 
i's return  for  the  quarter  was 
16%,  third-best  of  the  largest 
ity  funds  (table), 
he  investment  climate  changed 
iptly  on  Feb.  4,  when  the  Fed- 
Reserve  boosted  short-term 
rest  rates  for  the  first  time  in 
years.  Although  the  increase 
.  modest— a  0.25  percentage- 
it  hike— the  move  ended  a  five- 
r  policy  of  easy  money.  The 
's  move  came  at  a  time  when  many 
>al  bond  markets— especially  those  for 
3  scorned  but  now  fashionable  Third 
'Id  debt— were  showing  signs  of  fa- 
le.  Sell-offs  in  one  market  triggered 
ts  in  another,  as  the  bond  traders 
»ht  to  dodge  losses  and  salvage  what 
left  of  their  bull-market  gains. 
'  stream.  For  awhile,  U.  S.  stocks 
1  up  well.  But  in  late  March,  after 
Fed  gave  the  interest-rate  screw  an- 
3r  quarter  turn,  the  Dow  plunged  240 
its  in  just  five  days.  That's  when  tech- 
)gy  funds,  which  were  up  nearly  10% 
mid-March,  imploded.  "People  took 


HOW  THE  BIG  FUNDS  FARED 


FUND 

TOTAL 

DCTIIDU* 

KtlUKN 

ASSETS" 

BILLIONS  Of  DOLLARS 

FIDFI  ITY  MAGI  1 1  AN 

-0.56  % 

$34.2 

INVFUMFNT  TO  OF  AMFRITA 

19  0 

WASHINGTON  MIITMAI  INVFtfORS 

VVMjnillulUli  mUlUAL  IIIVljIURj 

v.Ji 

12.6 

VANftllARn/WINfKflR 
vanuuaku/  yyinujuk 

.n  07 

10  9 

IU.7 

Finn  ITY  A^R  MANAGFR 

-A 

10  9 

INfflMF  FUND  flF  AMFRIfA 

O.OJ 

FIDELITY  PURITAN 

I  1  L' L  L  1  1  1    1  UlXllnll 

0.61 

9.9 

JANUS 

-1.86 

9.5 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

-1.59 

9.3 

VANGUARD  INDEX  500 

-2.40 

8.5 
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profits  where  they  had  them,  and  that 
was  the  tech  stocks,"  sighs  James  Renck, 
portfolio  manager  of  the  Merrill  Lynch 
Technology  Fund. 

So  far,  mutual-fund  investors  seem  to 
be  taking  the  sell-off  in  stride.  Cash  in- 
flows to  U.  S.  equity  funds  have  remained 
steady  at  about  $2  billion  per  week  all 
year  thus  far,  according  to  Robert  Adler, 
whose  amg  Data  Services  follows  money 
flows  into  mutual  funds.  That  bodes  well 
for  a  rebound  in  U.  S.  stocks.  But  what 
is  striking,  notes  Adler,  is  that  the  $1 
billion  a  week  that  was  streaming  into 
international  funds  from  July  through 


January  has  virtually  dried  up. 

That  might  make  it  harder  for 
foreign  markets— and  the  funds 
that  invest  in  them— to  recover. 
Allan  Liu,  portfolio  manager  for 
the  Fidelity  Southeast  Asia  Fund, 
which  is  down  22%  so  far  this 
year,  believes  the  sell-off  is  just  a 
correction  after  an  enormous  run- 
up and  has  created  opportunities. 
"Hong  Kong  stocks  sell  at  13  times 
1994  earnings,  which  is  by  no 
means  expensive,"  he  says.  The 
20%  sell-off  in  Malaysia,  he  adds, 
has  also  lowered  price-earnings  ra- 
tios for  a  country  with  a  modest 
4%  inflation  rate  and  a  superla- 
tive 8%  growth  rate.  Yet,  Liu  ad- 
mits, without  a  surge  of  new  cash, 
he'll  have  to  sell  existing  stocks 
to  buy  new  ones. 

Those  who  run  Japanese  funds 
hope  they  can  lure  new  cash,  too.  Of 
course,  there  have  been  a  few  times  in 
recent  years  when  Japanese  stocks 
surged,  but  each  turned  out  to  be  a 
dead-cat  bounce.  Portfolio  managers  are 
wary  of  declaring  an  end  to  the  bear 
market,  but  they  say  things  are  bright- 
ening. "The  rate  of  revenue  growth  is 
turning  up,  and  we  think  there  will  be 
earnings  surprises  that  are  positive," 
says  Seung  Kwak,  a  portfolio  manager 
for  the  Japan  Fund.  And  William 
Wendler  of  the  T.  Rowe  Price  Japan 
Fund  notes  that  while  p-e  ratios  are  still 
high,  stocks  look  attractive  by  their 


FIDELITY  SOUTHEAST  ASIA  -22.06% 

EV  TRADITIONAL  GREATER  CHINA  GROWTH  -20. 1 0 

MORGAN  STANLEY  INSTL.  ASIAN  EQUITY  -1 9.64 

LEXINGTON  STRATEGIC  INVESTMENTS  -18.15 

MERRILL  LYNCH  DRAGON  B  -18.13 

T.  ROWE  PRICE  NEW  ASIA  -18.07 

WRIGHT  EQUIFUND  HONG  KONG  -17.68 

SCUDDER  PACIFIC  OPPORTUNITIES  -1 7.36 

MORGAN  STANLEY  ASIAN  GROWTH  A  -17.08 

DEAN  WITTER  PACIFIC  GROWTH  -16.88 

VAN  ECK  ASIA  DYNASTY  A  -16.82 

GI  GLOBAL  NEW  PACIFIC  GROWTH  A  -1 6.52 

NEWPORT  TIGER  -16.32 

AMERICAN  HERITAGE  -15.03 

MONITREND  GOLD  -1 4.70 

59  WALL  STREET  PACIFIC  BASIN  EQUITY  -1 4.60 

UNITED  SERVICES  GOLD  -14.58 

EQUITY  STRATEGIES  -14.03 

FIDELITY  EMERGING  MARKETS  -13.76 

DFA  PACIFIC  RIM  SMALL  COMPANY  -13.50 

GAM  GLOBAL  -13.28 

GINTEL  ERISA  -12.17 

GAM  INTERNATIONAL  -11.12 
LEXINGTON  WORLDWIDE  EMERGING  MARKETS  -11.10 

BULL  &  BEAR  SPECIAL  EQUITIES  -10.89 


FIDELITY  SELECT  BROKERAGE  &  INVESTMENT      -1 0.82  % 

FIDELITY  SELECT  BIOTECHNOLOGY  - 1 0.77 

EXCEL  VALUE  -10.70 

STEADMAN  INVESTMENT  -10.56 
UST  MASTER  PACIFIC/ASIA  -9.36 
DREYFUS  EDISON  ELECTRIC  INDEX  -9.29 
AMERICA'S  UTILITY  -9.22 
CAPPIELLO-RUSHMORE  UTILITY  INCOME  -8.88 
PAINEWEBBER  ATLAS  GLOBAL  GROWTH  A  -8.71 
CAPSTONE  FUND  OF  THE  SOUTHWEST  -8.67 
OPPENHEIMER  GLOBAL  BIO-TECH  -8.65 
FRANKLIN  UTILITIES  -8.54 
SMITH  BARNEY  SHEARSON  TELECOMM.  GROWTH  A  -8.48 
MONTGOMERY  EMERGING  MARKETS  -8.47 
STEADMAN  AMERICAN  INDUSTRY  -8.33 
VAN  ECK  INTERNATIONAL  INVESTORS  -8.2 1 

BULL  &  BEAR  GOLD  INVESTORS  -8.15 
ALGER  SMALL  CAPITALIZATION  -8.07 
BULL  &  BEAR  U.S.  &  OVERSEAS  -7.92 
FRANKLIN  PACIFIC  GROWTH  -7.85 
FIDELITY  SELECT  PRECIOUS  METALS  &  MIN.  -7.78 
COLONIAL  UTILITIES  B  -7.78 
ALGER  INCOME  &  GROWTH  -7.76 
OLD  WESTBURY  INTERNATIONAL  -7.69 
PNC  GROWTH  EQUITY  INSTITUTIONAL  -7.58 


After  a 
spectacu- 
lar 1993,  the 
emerging  stock 
markets— and 
the  funds  that 
invest  in  them— 
are  suffering 
through  a 
correction. 
Hardest  hit  are 
the  Southeast 
Asia  and  China 
funds. 


Rising 
interest  rates 
knocked  the 
wind  out  of  the 
utilities  funds 
and  turned  them 
into  some  of  the 
year's  worst 
performers. 
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HOW  THE  FUND 
GROUPS  FARED 


APPRECIATION  PLUS 
REINVESTED  DIVIDENDS 
AND  CAPITAL  GAINS 
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TOTAL  RETURN* 

TOTAL  RETURN 

EUROPE 

1 .50  % 

BALANCED 

-2.19  % 

SPECIALTY-TECHNOLOGY 

0.71 

EQUITY-INCOME 

-2.27 

FOREIGN 

-0.42 

SPECIALTY-HEALTH 

-2.52 

SPECIALTY-MISCELLANEOUS 

-0.76 

MAXIMUM  GROWTH 

-2.65 

SMALL  COMPANY 

-0.77 

INCOME 

-2.77 

SPECIALTY-NATURAL  RESOURCES 

-0.84 

SPECIALTY-PRECIOUS  METALS 

-3.59 

WORLD 

-1 .03 

SPFCIA1TY-IITII ITIFS 

ji  LV.IHLI  r  U  1  1  LI  1  it.  J 

-5  29 

SPECIALTY-FINANCIAL 

-1.39 

PACIFIC 

-6.00 

GROWTH 

-1.92 

U.S.  DIVERSIFIED  EQUITY 

-1.83  % 

ASSET  ALLOCATION 

-2.03 

ALL  EQUITY  FUNDS 

-1.80 

GROWTH  &  INCOME 

-2.04 

S&P  500  INDEX 

-2.56 

Only  funds 
specializing 
in  European  an 
technology  stoclj 
managed  to  hav 
a  profitable 
quarter.  Preciou 
metals  funds, 
which  sparkled  i 
1993,  are  duller! 
now. 


I 


price-to-sales  and  price-book  ratios. 

Back  in  the  U.  S.,  a  handful  of  funds 
specializing  in  small-cap  stocks  stood  out 
from  the  crowd.  The  little-known  $21  mil- 
lion Fairmont  Fund,  managed  by  Mor- 
ton H.  Sachs  of  the  Sachs  Co.  in 
Louisville,  is  up  9.4%  with  the  help  of 
mergers  and  restructurings  that  sent 
share  prices  aloft.  Sachs,  a  self-described 
"veteran  of  seven  bear  markets,"  is  not 
daunted  by  the  sell-off.  "There  are  al- 
ways parts  of  the  market  and  stocks  that 
are  doing  well,"  he  says. 
DEFENSIVE  MANAGERS.  The  three  funds 
run  by  San  Francisco's  Robertson, 
Stephens  Investment  Management  Inc. 
also  stood  out— yet  there's  Little  crossover 
in  their  investment  strategies.  Robert- 
son Stephens  Emerging  Growth  Fund, 
up  5.8%,  owns  pricey  growth  stocks,  in- 
cluding Starbucks,  Whole  Foods  Market, 
and  Bombay  Co.  "These  companies  are 
expensive,  but  they  deliver  the  earnings," 
says  Portfolio  Manager  Robert  C.  Czepiel. 
The  Robertson  Stephens  Value  Plus 
Fund,  up  5.4%,  looks  for  stocks  growing 


faster  than  the  s&P  500  but  selling  at 
lower  valuation  levels.  Among  Portfolio 
Manager  Ronald  E.  Elijah's  favorites  are 
semiconductor  companies  such  as  Intel, 
LSI  Logic,  and  Texas  Instruments. 

Though  they're  still  market  beaters, 
these  two  funds  have  had  their  returns 
halved  just  the  last  week.  On  the  other 
hand,  the  Robertson  Stephens  Contrarian 
Fund  has  been  gaining  ground  and  is  up 
6.6%  That's  because  Portfolio  Manager 
Paul  H.  Stephens  has  used  his  power  to 
sell  stock  short  up  to  25%  of  the  value  of 
the  fund.  He  also  has  5.5%  of  the  fund's 
$433  million  in  put  options,  which  gain  in 
price  as  the  market  tumbles. 

Not  many  funds  go  short,  but  some 
top-performing  managers  are  defensive. 
Warren  B.  Lammert,  who  runs  the  Janus 
Mercury  Fund,  has  let  the  cash  build  up 
to  28%.  "We're  selling  some  of  the  stocks 
with  higher  p-e's,"  he  says.  Lammert  also 
has  20%  of  the  fund's  $242  million  over- 
seas—including an  8%  position  in  Nokia,  a 
Finnish  maker  of  cellular-telephone  gear. 

Among  the  bond  funds,  the  only  win- 


THE  BEST  BOND  FUNDS  IN  A  TOUGH  QUARTER 


TAXABLE  FUNDS 

TOTAL  RETURN* 

TAX-FREE  FUNDS 

TOTAL  RETURN' 

FRANKLIN/TEMPLETON  HARD  CURRENCY 

4.28% 

HANIFEN,  IMHOFF  COLORADO  BONDSHARES 

0.81% 

NORTHEAST  INVESTORS 

4.23 

CALVERT  TAX-FREE  RESERVES  LIMITED-TERM  A 

0.55 

FRANKLIN/TEMPLETON  HIGH  INC.  CURRENCY 

3.63 

VANGUARD  MUNICIPAL  SHORT-TERM 

-0.21 

DEAN  WITTER  HIGH-YIELD  SECURITIES 

3.43 

TWENTIETH  CENTURY  TAX-EXEMPT  SHORT-TERM 

-0.23 

PAINEWEBBER  HIGH-INCOME  A 

3.26 

MERRILL  LYNCH  MUNICIPAL  LTD.  MATURITY  A 

-0.34 

MAINSTAY  CONVERTIBLE 

2.91 

VENTURE  MUNI  (+)  PLUS 

-0.54 

FRANKLIN/TEMPLETON  GLOBAL  CURRENCY 

2.90 

SHORT-TERM  MUNICIPAL  INSTITUTIONAL 

-0.71 

MAINSTAY  HIGH-YIELD  CORPORATE  BOND 

2.77 

T.  ROWE  PRICE  MD.  SHORT-TERM  TAX-FREE 

-0.87 

ADVANTAGE  HIGH-YIELD  BOND 

2.00 

USAA  TAX-EXEMPT  SHORT-TERM 

-0.92 

FORTIS  ADVANTAGE  HIGH-YIELD 

1.79 

DUPREE  KY.  TAX-FREE  SHORT-TO-MEDIUM 

-0.93 

•APPRECIATION  PIUS  RtlKVESTED  DIVIDENDS  AND  CAPITAL  GAINS  BEFORE  TAXES,  JAN.  1, 1994-MAR.  29, 1994                           DATA:  M0RNINGS1AR  INC. 

ners  were  a  handful  of  selected  hijj 
yield  and  international  funds  (tabLj 
Though  rising  interest  rates  affect  jui 
bonds,  too,  the  high  coupons  add  ba| 
some  of  what's  lost  in  principal.  In  adl 
tion,  the  strengthening  economy— whJj 
behind  the  rise  in  rates— improves  tl 
creditworthiness  of  junk-bond  issuel 
and  that  can  lead  to  higher  bond  pricft 

Among  the  international  fixed-inco-l 
funds,  those  with  higher-quality  bom 
and  shorter  maturities  did  best.  The  bfl 
performers  were  short-term  funds,  esm 
daily  those  specializing  in  strong  curr« 
cies,  such  as  the  yen  and  German  mai 
Emerging-market  debt  funds,  on  avB 
age,  declined  over  6%. 
muni-bond  puzzle.  Among  the  tax-hl 
funds,  there  was  no  place  to  hide  frm 
rising  rates.  Only  two  of  the  top  10  fuiB 
showed  positive  returns.  On  averajl 
muni  funds  had  4.4%  negative  return 
which  is  somewhat  akin  to  losing  til 
better  part  of  a  year's  yield. 

The  plunge  in  muni-bond  prices  I 
somewhat  baffling,  since  the  new  sup; 
is  expected  to  decline  50%  this  year,  £ 
demand,  owing  to  higher  tax  rat 
should  increase.  Jerome  J.  Jacobs,  w 
manages  two  Vanguard  muni-bond  fun- 
thinks  muni  performance  will  irnprc 
later  this  year. 

Prices  tanked,  he  says,  as  muni-fuB 
managers  sold  bonds  to  raise  cash  I 
redemptions  that  haven't  occurred.  I 
$18  billion  in  muni-bond  funds  at  V;i 
guard,  he  says,  redemptions  for  Maih 
amount  to  $192  million,  or  about  ll 
With  the  backup  in  yields,  he  says,  1 
vestors  will  start  buying  again. 

Though  the  ending  of  the  quarters 
downbeat,  there's  better  news  ahe» 
Next  month,  first-quarter  profit  repofl 
begin,  and  because  the  economy  is  go< 
they'll  be  juicy.  That  could  be  just  tl 
tonic  that  will  help  the  market  and  tfe 
mutual  funds  shake  the  blues. 

By  Jeffrey  M.  Laderman  in  New  Y<$ 
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'  rom  vacant  property,  long  misused  and  contaminated  with 
'CBs,  to  prime  residential,  recreational,  and  commercial 
eal  estate  -  this  is  the  revolutionary  redevelopment  at 
Vashington's  Landing,  on  a  35-acre  island  in  Pittsburgh's 
Ulegheny  River. 

Working  with  the  Pittsburgh  Urban  Redevelopment  Auth., 
CF  Kaiser  environmental  engineering  and  construction 
nanagement  led  the  way  in  every  phase  of  redevelopment  - 
'rom  initial  feasibility  studies,  remedial  investigations,  and 
'isk  assessments  to  excavation,  construction,  and  overall 
Droject  management  and  regulatory  agency  coordination. 

The  centerpiece  of  this  project  was  the  design  and  con- 
struction of  an  encapsulation  cell  with  the  capacity  to  house 
15,000  cubic  yards  of  contaminated  soil.  Tennis  courts  have 

IPPn  hllilt  nwor  ihid  on^ojicnl'-ifinn  oi  +  o  fr»  nnhnn^n  ifo  upa  onrl 


to  blend  into  the  overall  island  development  scheme. 

How  well  did  ICF  Kaiser  get  the  job  done?  The 
Pennsylvania  Department  of  Environmental  Resources  is 
now  headquartered  at  Washington's  Landing. 

Making  assets  out  of  environmental  liabilities  like 
Washington's  Landing  is  a  complex  job  that  ICF  Kaiser  takes 
on  with  excellence  -  through  integrated  engineering,  con- 
struction, and  consulting  services  -  around  the  world. 

For  more  information  about  our  work  in  the  environment, 
infrastructure,  industry,  and  energy  markets,  call  ICF  Kaiser 
International,  Inc.,  at  800/423-4860  or  write  9300  Lee 
Highway,  Fairfax,  Virginia  22031-1207. 

#ICF  KAISER 
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INVESTIGATIONS  I 


A  SOARING  STOCK  BOOSTED 
BY  BIG  TALK? 


Curtis  Younts  has  rescued  Littlefield  Adams — but  the  SEC  wants  to  know  more  about  his  ballyh<b 


eep  in  the  heart  of  Tex- 
as, a  cattle  rancher 
turned  T-shirt  czar  has 
written  a  new  chapter  on  how 
to  turn  a  lackluster  business 
into  a  rip-roaring  stock  market 
success.  But  his  many  missteps 
have  left  lots  of  people  wonder- 
ing whether  he  is  a  stock-hype 
artist  or  simply  a  well-meaning 
and  overly  optimistic  humbler. 

The  rancher  is  Curtis  A. 
Younts  Jr.,  44,  and  the  compa- 
ny is  San  Antonio-based  Little- 
field,  Adams  &  Co.,  primarily  a 
printer  of  silk-screen  apparel 
that  he  rescued  from  the  brink 
of  bankruptcy  in  July,  1991. 
Since  then,  Littlefield's  thinly 
traded  shares  have  soared  from 
a  little  over  $1  on  the  American 
Stock  Exchange  to  a  high  of  26 
in  early  February,  1994,  after 
adjusting  for  a  stock  split,  then 
tumbling  to  16%  on  Mar.  30.  To 
hear  Younts's  growing  cadre  of 
detractors  tell  it,  the  keys  to  this  "suc- 
cess" were  glowing  press  releases  about 
deals  that  never  materialized,  aggres- 
sive accounting,  and  lots  of  wishful 
thinking. 

"NOT  IMPOSSIBLE."  Nothing  typifies  the 
wishful  thinking  that  turned  Littlefield 
Adams  into  a  darling  of  the  small-compa- 
ny stock  market  more  than  its  January, 
1993,  announcement  that  1993  sales  for  a 
newly  acquired  unit  would  top  $40  mil- 
lion. That  caused  Littlefield's  stock  to 
surge  15%.  A  month  later,  the  company 
said  the  projection  was  based  on  the 
value  it  had  placed  on  a  recent  contract 
to  supply  wheelchair  cushions  to  the 
U.  S.  Veterans  Affairs  Dept.  The  compa- 
ny later  backtracked  and  said  the  con- 
tract would  produce  $40  million  over  its 
3K-year  life.  The  agency,  on  the  other 
hand,  estimates  the  value  of  the  con- 
tract at  just  $87,500  for  that  period.  And 
Littlefield  has  yet  to  sell  a  single  cushion 
to  the  va. 

Still,  Littlefield  stands  by  its  estimate. 
It  figures  that  it  could  grab  sales  from 
25%,  or  46,000,  of  the  nation's  wheel- 
chair-bound veterans,  at  $850  a  cushion. 
"Everybody's  saying  it's  not  possible. 


I'm  saying  it's  not  impossible,"  boasts 
Younts. 

Saving  Littlefield  Adams  when  an  in- 
vestor group  led  by  Younts  bought  a 
controlling  interest  didn't  seem  all  that 
possible,  either.  The  company,  whose 
then-principal  unit,  Collegiate  Pacific  Inc. 
in  Roanoke,  Va.,  makes  T-shirts  and 
sweatshirts  for  the  college  bookstore 
market,  had  lost  money  for  five  straight 
years.  Sales  had  plunged  to  $5.8  million 
in  1990  from  $18  million  in  1985.  Younts, 
the  former  owner  of  a  light-equipment 
sales  and  construction  company  who  is 
never  far  from  a  bag  of  Red  Man  Tobac- 
co and  a  cup  to  spit  it  in, 
immediately  set  out  to 
turn  things  around.  He 
claims  Littlefield  was 
profitable  in  fiscal  1993 
and  that  on  Mar.  31  it 
will  report  sales  of  about 
$20  million,  up  from  $4.5 
million  in  1992.  Younts 
expects  1994  sales  to  ex- 
ceed $40  million. 

Some  admirers  say 
Younts,  who  pays  himself 
no  salary  but  controls 
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WILD  RIDE 


LITTLEFIELD 
-  ADAMS'  - 
STOCK  PRICE 


MONTHLY  CLOSES 


YOUNTS: 
"I'M  NOT 
OUT  TO  HYPE 
THE  STOCK" 


30%  of  Littlefield's  stock,  has  the  |fci 
touch.  But  the  astronomical  rise  hi 
company's  shares  has  attracted  If 
tics.  They  include  the  Securities  E 
change  Commission  as  well  as  son  i 
rent  and  former  investors.  In  Jail! 
the  SEC  converted  its  year-old  inlr 
investigation  on  the  company  $D 
high-level  formal  one.  The  comnp 
declined  to  comment  on  the  probH 
Littlefield  executives  say  they  A 
the  sec  is  looking  into  trading  t 
stock,  the  disputed  value  of  the  \\k< 
tract,  various  acquisition  activiti'li 
counting  procedures,  and  stock  tm 
by  company  princils 
DENIALS.    In    ad  ti 
stockholder  lawsuis, 
eluding  one  filed  i m 
March,  allege  a  t|| 
hype  to  inflate  tlnicc 
pany's  stock  pric<Fjp 
of  the  suits  charg(jtr 
Littlefield,  Yount|  a 
others  "publicly  diber 
nated  a  series  o1j»l 
and    misleading  |tai 
ments"  on  Little  el 
business   and  fiijnc 
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ALL  OFFICES  OPEN  EVENINGS  UNTIL  7  PM,  APRIL  11-15 


Combine  Schwab's  No-Annual-Fee  IRA 
With  Our  No-Load  Mutual  Fund  Service,  And 
Make  All  Your  Money  Work  For  You. 


Dollar, 


Most  IRAs  that  you  get  from 
banks  and  full-commission  brokers 
make  you  pay  annual  fees  and 
mutual  fund  sales  charges.  Over 
time,  it  can  cost  you  a  lot  of  money 

Keep  Every  Retirement 
Dollar  Working.  Put  it  into  a 
Schwab  No-Annual-Fee  IRA.  Its 
guaranteed  free  of  annual  fees  for 
the  life  of  the  account  if  your 
balance  reaches  $10,000  or  more 
by  September  15,  1994. 

Plus,  with  Schwab's  Mutual 
Fund  OneSource™  service,  you  can 
invest  in  over  200  no-load  mutual 
funds  from  well-known  fund  com- 
panies and  pay  no  sales  charges  or 


transaction  fees?  That  way,  every 
dollar  you  invest  goes  to  work  for 
you. 

Available  Only  at  Schwab. 

To  help  you  compare  funds,  only 
Schwab  offers  this  comprehensive 
Mutual  Funds  Performance  Guide® 
free  when  you  open  an  account. 

To  make  all  your  IRA  money 
work  for  you,  get  a  Schwab 
No -Annual-Fee  IRA.  Stop  by  one  of 
our  200  local  offices  or  call 

*£^SS    1-800-2  NO-LOAD  ext.  15A. 


THESE  AND  OTHER 
FUND  COMPANIES 
AVAILABLE: 

INVESCO, 
Twentieth  Century, 
Janus  Funds,  Dreyfus, 
Neuberger  &  Berman, 
Benham 


Www; 


3 

mo** 


Charles  Schwab 

Helping  Investors  Help  Themselves' 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  read  carefully  before  investing. 

*Some  funds  may  charge  12b-l  lees  in  excess  of  0.25%.  Available  funds  may  change  and  fees  may  be  reinstated  Other  restrictions  apply.  Con- 
tact a  Schwab  representative  for  details  Maintenance  fees  for  special  assets  apply  ©  1994  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE 
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prospects.  Younts  denies  the  allegations, 
calling  them  "half-truths"  based  on  a 
"witch-hunt"  prompted  by  short-sellers 
and  overzealous  lawyers.  "I'm  not  out 
to  hype  the  stock,"  he  insists.  He  points 
out  that  he  asked  the  SEC  to  investi- 
gate trading  activity  in  Littlefield's  stock 
while  the  agency  was  conducting  its  own 
probe.  Younts  says  that  he  is  confident 
the  SEC  investigation  will  vindicate  the 
company. 

Maybe.  But  Littlefield  has  a  long  his- 
tory of  questionable  financial  reporting 
and  exaggerated  claims.  Some  of  the 
largest  gains  in  Littlefield's 
stock  followed  major  deal 
announcements  that  never 
came  to  fruition  (table). 

Consider  a  March,  1993, 
release  heralding  a  market- 
ing agreement  between  its 
Medical  Sales  Associates 
unit  (the  same  unit  that 
holds  the  VA  contract)  and 
Americare  Health  Group 
Inc.,  an  operator  of  diagnos- 
tic and  rehabilitation  clinics 
based  in  East  Islip,  N.Y. 
Under  the  agreement,  Lit- 
tlefield granted  closely  held 
Americare  the  right  to  mar- 
ket MSA  products  in  ex- 
change for  a  25%  stake  then 
valued  at  $10.6  million.  Lit- 
tlefield's stock  jumped  7% 
on  the  news.  But  five 
months  later,  after  two  out- 
side appraisals,  Littlefield 
was  forced  to  slash  the  val- 
ue of  the  stake  by  half.  On 
Feb.  11,  the  company  axed 
the  deal  altogether.  Younts 
says  it  fell  apart  because 


while  original  deal  agreements  were  bal- 
lyhooed,  Littlefield  often  delayed  sharing 
the  news  with  shareholders  when  they 
were  abandoned.  Younts  says  Littlefield 
announced  that  the  deals  had  fallen 
through  "when  it  was  proper"  to  do  so. 

Since  Younts  took  over,  questions 
have  also  been  raised  about  Littlefield's 
accounting  and  reporting  practices.  In 
December,  1991,  its  certified  public  ac- 
counting firm,  Coopers  &  Lybrand,  re- 
signed the  account  after  raising  a  red 
flag  over  the  treatment  of  a  small  acqui- 
sition. Coopers  wanted  to  treat  the 


TEXAS  HYPE? 


FAILED  DEALS 

SEPTEMBER,  1991  Littlefield 
Adams  agrees  to  buy  San  An- 
tonio Tent  &  Awning.  Deal  col- 
lapses in  1 992. 

DECEMBER,  1991  Announces 
plans  to  buy  Vatex  America,  a 
screen-printer  and  Logotel,  a 
Vatex  customer.  Deals  fall 
through  in  1 992. 

SEPTEMBER,  1992  Agrees  to 
purchase  Steinwurtzel  Acquisi- 
tion, fashion  brands  licensee. 
Deal  canceled  in  1 992. 

MARCH,  1993  Announces 
marketing  contract  with  Ameri- 
care Health  Group,  a  rehab 
clinic  operator.  Littlefield  would 
get  a  25%  stake  in  Americare. 
Deal  falls  through  in  February, 
1994. 


QUESTIONABLE  ACCOUNTING 

DECEMBER,  1991  Coopers  & 
Lybrand  quits  as  auditor  after 
objecting  to  accounting  prac- 
tices. 

1992  Unaudited  quarterly  fi- 
nancial reports  treat  nonoper- 
ating  inome  as  revenues: 
$446,000  from  stock  sale  and 
$250,000  from  consulting  fee. 
Audited  1992  10-K  reports 
items  correctly. 

1993  Cash-flow  statement  for 
third  quarter  erroneously  says 
company  had  $281 ,000  in 
cash  instead  of  $1 55,000. 
Littlefield  CEO  Younts  blames 
computer  errors. 


DATA:  COMPANY  REPORTS, 
BUSINESS  WEEK 


Americare  never  produced  audited  fi- 
nancial results.  Americare  officials  didn't 
return  phone  calls. 

done  deals.  Some  Littlefield  deals  did 
go  through,  such  as  the  acquisition  of 
Sports  Imprints  Inc.,  a  maker  of  sweat- 
shirts emblazoned  with  Harley-David- 
son  logos  and  Looney  Tunes  characters. 
But  many  others  collapsed,  such  as  pro- 
posed purchases  of  Steinwurtzel  Acquisi- 
tion, San  Antonio  Tent  &  Awning,  Logo- 
tel, and  Vatex  America.  Vatex  Chief 
Executive  Jerry  Gorde,  who  says  he 
was  deposed  by  the  sec  in  January  in 
connection  with  the  probe,  says  his  deal 
crumbled  after  Younts  offered  unregis- 
tered instead  of  registered  Littlefield 
stock  in  exchange  for  Vatex  shares. 
"Nothing  he  told  us  was  the  truth,"  says 
the  still-bitter  Gorde. 

Younts  declines  to  comment  on  that. 
But  he  says  most  deals  were  scrapped 
when  the  company  determined  they 
were  not  beneficial  to  Littlefield.  Yet 


transaction  as  a  purchase  while  Younts 
apparently  felt  pooling  of  interests  treat- 
ment was  more  advantageous.  "They 
stated  an  opinion  that  was  wrong  at  the 
time,"  Younts  says.  Littlefield's  new  au- 
ditors, Carneiro,  Chumney  &  Co.,  agreed 
with  the  company.  Coopers  declined  to 
comment. 

Further  questions  were  raised  by  Lit- 
tlefield's 1992  10-K  and  annual  report, 
which  were  filed  in  mid-August  of  1993, 
four  months  late.  The  reports  were  a 
trove  of  revelations  for  shareholders.  In 
previous  unaudited  quarterly  reports, 
Littlefield  had  included  as  revenues  a 
$250,000  consulting  fee  that  Younts  says 
he  earned  appraising  oil  leases  and  a 
$446,000  capital  gain  from  the  sale  of 
stock  in  another  Younts-controlled  com- 
pany. By  not  explaining  in  the  quarter- 
lies that  sales  included  nonoperating  in- 
come, Littlefield  gave  shareholders  the 
impression  that  the  company  was  turn- 
ing around.  Without  these  transactions, 


it  would  have  reported  losses  insl 
of  profits  in  each  of  the  two  qua™ 
and  a  larger  loss  for  fiscal  1992. 

For  other  reasons,  the  company  j& 
forced  to  restate  full-year  results,  ft 
the  previously  announced  $482,000  jo, 
it  to  an  $11,000  loss.  Younts  says! 
during  this  period,  he  and  associp 
handled  accounting  and  thus  assum« 
sponsibility  for  the  discrepant 
"There's  never  been  any  intentioip 
our  part  to  [report  the  numbers]! 
way  but  the  right  way,"  Younts  m 
He  defends  throwing  the  consulting 
into  Littlefield's  revem 
"If  it  generates  extra  m 
ey,  who  cares  wherB 
comes  from?  I  don't  M 
The  stockholders  shouB 
care,"  he  says. 
"NOT  fancy."  Littlefift 
SEC  filings  are  littered  H 
other  errors.  For  exan« 
the  fiscal  1993  third-qua 
sec  filing  reported  casR 
$281,000-$  126,000  rjr 
than  the  real  am  oft 
Younts  blames  this  orft 
pographical  and  compB 
errors,  and  in  geip 
chalks  his  financial  acc<M 
ing  and  reporting  probfc 
up  to  inexperience.  "WA 
not  fancy  financiers,™ 
drawls.  "What  we  \m 
how  to  do  is  get  prom 
out  the  door."  He  sayA 
fumbles  are  behind  LB 
field  now  that  the  com 
ny  hired  in  January  itsp 
chief  financial  officer,  ft 
ren  L.  Rawls,  a  formeft 
countant  with  the  Relu 


Y< 

prill 


tion  Trust  Corp. 

In  reaction  to  the  criticism, 
says  he  wants  to  assume  a  lower 
He  plans  to  move  the  company's 
quarters  to  a  run-down,  sparsely 
nished  office  building  in  his  hometo 
Rogers,  Tex.,  a  one-stoplight  far 
community  near  Austin.  Although 
says  he  expects  business  to  contfi 
booming  at  Sports  Imprints,  he  ■ 
that  there  won't  be  any  press  relA 
to  that  effect. 

Younts's  supporters  insist  that  hm 
done  nothing  wrong  and  credit  him  it 
revitalizing  Littlefield  Adams.  » 
shareholder  and  board  nominee  Dm 
Gostylo:  "Curtis  has  a  real  knacW 
building  value  in  a  company  wherA 
body  else  sees  value." 

Perhaps  if  Younts  concentrated  A 
on  building  the  business,  the  stock  m 
would  take  care  of  itself. 

By  Stephanie  Anderson  Forest  in  M 
ers,  Tex. 
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How  Siemens 
And  ARKLA 
Used  Front-Line 
Technology  For 
Bottom-Line  Results 


To  compete,  you've  rightsized,  reengineered  and 
reinvented  your  company.  Yet,  your  information 
systems  are  holding  you  back. 

Siemens,  ARKLA  Gas  and  many  leading  companies 
worldwide  have  focused  their  information  systems  on 
meeting  customer  needs. 

Their  solution  is  the  IBMr!,ES/90(Xf  and  SAPIENS® 
rapid  application  development  software — true  front-line 
technology  that  drastically  reduces  the  time  required  to 

produce  business  applications, 
improving  service  levels  and 
responsiveness. 

Using  SAPIENS,  Siemens 
Energy  &  Automation  created  a  business  application 
that  each  year  saves  its  sales  force  30,000  hours  of 
manual  processing  time,  enabling  them  to  spend 
more  time  responding  to  customer  needs. 

ARKLA  Gas  built  a  gas  acquisition  manage- 
ment system  in  response  to  deregulation  in  just 
six  months,  a  fraction  of  the  time  required  by 
other  development  tools. 

Discover  the  power  of  IBM  and  SAPIENS 
solutions.  Call  1-800-392-7028  today  for  a 
FREE  VIDEO  and  get  the  full  story  on  how 
Siemens  and  ARKLA  Gas  used  SAPIENS 
to  improve  their  bottom  line. 


Exclusively  available  in  the  U.S. 

and  Canada  from  IBM 
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WHY  SEAGRAM 
HAS  TIME  WARNER 
OVER  A  BARREL 


Will  global  liquor  king  Sea- 
gram really  attempt  to  gob- 
ble up  publishing-and-enter- 
tainment  colossus  Time  Warner? 

Some  analysts  insist  Seagram 
wouldn't  dare  take  on  the  enormous 
debt  needed  to  go  after  Time  Warner, 
whose  buyout  value  is  estimated  by 
Salomon  Brothers  at  $40.5  billion.  Yet 
other  pros  believe  Seagram  Chairman 
Edgar  Bronfman  and  his  son,  Presi- 
dent Edgar  Jr.,  are  ready  to  cast  their 
13%  stake  in  Time  Warner  with  a  Bar- 
ry Diller  of  QVC  Network  or  Henry 
Kravis  of  Kohlberg  Kravis  Roberts  to 
try  to  snag  Time  Warner. 

Whatever  emerges,  some  smart  in- 
vestors are  snapping  up  Seagram 
shares.  Yes,  Seagram— a  worldwide 
producer  and  marketer  of  distilled  spir- 
its, including  Chivas  Regal  and  Glen- 
livet,  wines,  and  fruit  juices.  "Clearly, 
Seagram  is  an  attractive  company  with 
tremendously  undervalued  assets,"  says 
Scott  Black  of  Delphi  Management  in 
Boston.  Seagram's  assets,  besides  Time 
Warner,  include  24.3%  of  DuPont  Co. 

Currently  trading  at  27,  Seagram  is 
selling  even  below  what  its  Time 
Warner  and  DuPont  holdings  are 
worth.  Black  estimates  the  value  of 
the  DuPont  stake  alone  at  nearly  $25  a 
share  in  Seagram  stock,  and  Time 
Warner  at  more  than  $5. 

Black  figures  Seagram's  core  oper- 
ating assets  are  worth  at  least  $15  a 
share,  based  on  a  price-earnings  ratio 
of  20  on  the  company's  fiscal  1994  op- 
erating earnings  of  $754  million. 
Adding  the  $15  to  the  $30  from  the 
DuPont-Time  Warner  holdings,  Sea- 
gram is  easily  worth  $45,  argues  Black. 
catbird  SEAT.  He  doesn't  envision  Sea- 
gram chasing  after  Time  Warner.  "The 
history  of  the  Bronfmans'  style  shows 
they  want  to  be  long-term  investors,  as 
has  been  the  case  with  their  invest- 
ment in  DuPont,"  explains  Black.  And 
neither  does  he  expect  anybody  to  at- 
tempt a  hostile  acquisition  of  Seagram, 
mainly  because  the  Bronfman  family 
controls  some  38%  of  the  company's 
372.6  million  shares  outstanding. 

But  Black  thinks  other  groups  may 
seek  to  entice  the  Bronfmans  to  join 
them  in  bids.  That  kind  of  buyout 
move,  if  successful,  would  provide  a 


SEAGRAM:  RIPE 
FOR  A  RUNUP 
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bonanza  for  Seagram  shareholders  be- 
cause of  its  big  slug  of  Time  Warner 
shares.  The  betting  is  that  Seagram 
will  raise  its  stake  to  20%,  despite  the 
15%  threshold  that  theoretically  will 
trigger  Time  Warner's  poison  pill.  "The 
Bronfmans  know  they're  in  the  catbird 
seat,  so  they'll  push  Time  Warner  to 
the  limit,"  says  Black. 


A  SEISMIC  MAPPER 
ON  A  ROLL 


With  oil  prices  skidding  after 
OPEC's  refusal  to  curb  pro- 
duction, oil  stocks  have  been 
in  the  dumps  so  far  this  year.  So  why 
is  money  manager  Graham  Tanaka 
loading  up  on  shares  of  energy-related 
Seitel?  The  company  develops  propri- 
etary seismic  surveys  and  data,  which 
it  sells  to  oil  and  gas  companies.  The 
stock,  now  at  21,  is  "bound  to  hit  the 
50s  in  two  years,"  insists  Tanaka. 

Indeed,  the  stock  has  been  on  quite 
a  roll.  It  climbed  from  8  in  late 
September  to  26  on  Mar.  24.  It  has 
since  slipped,  following  Seitel's  disclo- 
sure that  21  corporate  insiders  would 
sell  536,065  common  shares  through 
the  exercise  of  warrants  and  options. 

But  neither  the  dismal  oil  outlook 
nor  insider  selling  have  turned  off 
Tanaka,  president  and  chief  investment 
officer  of  Tanaka  Capital  Management. 
He  says  "the  seismic  business  is  ex- 
ploding—particularly the  demand  for 
Seitel's  2-D  (two-dimensional)  and  3-D 
seismic  surveys."  Demand  for  such  sur- 
veys, which  depict  the  earth's  subsur- 
face, now  exceeds  the  industry's  ca- 
pacity to  create  data.  Seitel  has  one  of 


the  largest  U.  S.  seismic  databases 
more  than  1  million  miles. 

Analyst  Ronald  Lewison  of  Kempi 
Securities  notes  that  Seitel's  move  la 
year  to  go  into  partnership  with  25  ( 
and  gas  companies  in  exploration  ar 
production  "bears  watching"  becau: 
it  could  "dominate  Seitel's  cash  flo: 
earnings,  and  assets." 

For  1995,  Tanaka  sees  robust  ear' 
ings  of  $2  and  cash  flow  of  $6  a  shar 
up  from  an  estimated  1994  net  of  $1. 
and  cash  flow  of  $4.75.  In  1993,  Seit 
earned  92<F  on  cash  flow  of  $3.71. 


LOGKON:  THE  NEXT 
MILITARY  TARGET? 


B 


ack  in  January,  investment 
viser  Charles  LaLoggia  flagg 
Grumman  as  a  stock  with  "a 
rific-looking  chart,"  indicating  it  w 
ready  to  fly.  True  enough,  Martin  IV 
rietta  announced  on  Mar.  7  it  would 
quire  Grumman  for  $1.9  billion.  The 
Northrop  emerged  as  a  surprise  b 
der,  and  the  battle  was  on. 

Is  there  another  target  out  ther 
LaLoggia,  editor  of  The  Special  Siti 
tion  Report,  thinks  so:  It's  Logicon, 
provider  of  electronic  systems  a 
technological  services  to  the  U.  S. 
itary  in  communications,  intelligen< 
weapons,  training,  and  simulation. 

What's  so  attractive  about  Logicc 
Apart  from  its  rising  backlog  of 
ders,  Logicon,  with  revenues  of  $3 
million  in  1993,  is  pushing  on  with 
stock-buyback  program,  which  has 
ready  reduced  the  shares  outstandi 
from  9.5  million  in  1988  to  6.8  milli 
this  year.  The  company  intends  to  b 
a  further  10%  of  its  stock,  now  tradi 
on  the  Big  Board  at  26. 

And,  notes  LaLoggia,  Logicon 
$9  a  share  in  cash  with  no  debt.  W 
expected  earnings  of  $2.20  this  ye 
"the  stock  is  cheap,  trading  at  only 
times  earnings,"  he  says.  Given  its  $« 
share  in  cash,  "an  investor  is  payi^ 
only  $17  a  share  for  Logicon's  opei 
tions— a  very  cheap  price  in  the  c« 
rent  environment,"  he  adds.  In  a  bif 
out,  the  company  is  worth  twice 
current  price,  he  says. 

Byron  Callan  of  Merrill  Lynch  thir 
that,  instead  of  being  a  target,  Logic] 
could  well  acquire  another  defer 
company,  "given  its  solid  balance  shd 
and  improving  business  and  earnirjj 
outlook."  Callan  is  impressed  with 
con's  "stable  core  business"  and 
sources  to  take  advantage  of  the  c<J 
solidation  in  defense. 
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"I  finally  found  a  company  who 
backs  up  their  dedicated  lines 
with  dedicated  people." 


"I  knew  I  could  choose  my  long 
distance  carrier.  I  didn't  know 
I  could  choose  my  local  carrier,  too." 

"It's  nice  to  have  an  option  in  local  private  line  service.  Especially  when 
that  option  is  Teleport  Communications  Group  (TCG).  They're  the 
ones  who  deliver." 

"Fast  installation,  99.99%  availability, 
customer  service  in  minutes  instead 
of  hours  or  days,  and  people  who 
treat  me  like  I'm  special.  What  more 
could  I  ask?" 

"Every  way  you  measure  private  line  performance,  TCG  measures  up. 
And  after  years  of  settling  for  what  1  could  get,  I'm  finally  getting  what 
I  want.  Why  didn't  I  think  of  this  sooner?" 


You'll  be  important  to  us.  Make  us  prove  it. 

Call  1-800-969-5686  ext.  110  for  a  free  network  evaluation  without  any  obligation. 
Or  fax  us  this  coupon  at  1-800-899-9155  for  literature  and  more  information. 

  Title  


Company. 

V ••••  


State. 


Zip . 


Type  of  business . 


Do  you  play  a  role  in  your  company's  telecommunications  decisions? . 
Tel  i  1  


#  of  employees  at  this  location  . 


1 


ocial  Issues 


I 


EDUCATION  I 


WHAT'S  KEEPING  THIS  TEACHER 
OUT  OF  SCHOOL 


EAI's  brand  of  privatized  education  is  clashing  with  the  status  quo 


■  f  Education  Alternatives  Inc.  could 
I  duplicate  its  triumphs  in  Dade  Coun- 
B  ty,  Fla.,  the  notion  that  private  com- 
panies can  turn  around  the  nation's  pub- 
lic schools  might  hold  great  promise. 
Since  the  Minneapolis-liased  corporation 
began  running  South  Pointe  Elementary 
School  three  years  ago  under  a  five- 
year,  $1.2  million  contract,  reading  and 
math  scores  on  standardized  tests  have 
soared  as  much  as  20%.  Parents,  thrilled 
that  their  kids  are  excited  about  learn- 


The  drop  in  EAI's  stock  from  a  high  of 
48 Vi  in  November  to  around  12  in  late 
March  may  reflect  growing  doubts  about 
eai  and  the  prospects  of  bringing  busi- 
ness techniques— and  profits— to  public 
schools.  Even  eai  insiders  may  be  wor- 
ried: Executives  cashed  in  $1.6  million  in 
options  last  year.  Critics  charge  eai  raised 
expectations  that  it  would  win  numerous 
contracts  that  haven't  materialized. 

EAI  Chairman  and  CEO  John  T.  Golle 
dismisses  the  complaints  and  insists  that 


home,  keep  pupils  and  teachers  togtjer 
for  at  least  two  years,  and  pay  teacm 
based  on  student  performance.  "I'm  a1 
prised  at  how  quickly  all  of  this  s(fcs 
to  be  moving,"  Schmidt  says. 

In  Baltimore,  EAI  got  off  to  an  aw 
cious  start.  In  1992,  the  company  I 
over  management  and  curriculum  of  fee 
schools  under  a  five-year,  $142  mic 
contract,  eai  spruced  up  the  school™ 
installed  $1  million  worth  of  compift 
in  classrooms.  Based  on  its  first-pr 
performance,  the  city  awarded  EAI  ft 
agement  of  three  more  schools. 

WINDFALL  COUNTERS.  But  EAI  is  nowft 

der  attack  by  the  teachers'  union,  wfe; 
opposes  the  company's  use  of  non» 
teachers'  aides.  EAI  places  a  mal 
teacher  and  an  aide  with  at  least  9C» 
lege  credits  in  each  class,  maintain* 
15-to-l  student-teacher  ratio.  The  tfl 
is  outraged  that  unionized  paraprft 
sionals  without  the  college  credits™ 
requires  are  being  replaced  by  chK 


EAI'S  REPORT  CARP 

Grade  Subject/Comments 

VERY   UPGRADING  OF  SCHOOL  BUILDINGS 
GOOD  EAI  has  invested  $2  million  to  upgrade  the 
schools'  lighting  and  security  systems,  im- 
provements that  even  critics  acknowledge 


VERY 
GOOD 


GOOD 


POOR 


COMPUTER  LABS  AND  CLASSROOM  COMPUTE) 

EAI  has  provided  at  least  four  PCs  in  ever  : 
classroom  and  a  computer  lab  in  each 
school. 

STUDENT-TEACHER  RATIOS 
With  instructional  interns  assisting  teacher 
EAI  has  kept  the  ratio  at  15  to  1.  But  intern 
turnover  is  high  and  potentially  disruptive" 
the  children. 

NEW  CONTRACTS 

EAI  hasn't  won  any  additional  contracts, 
while  rivals  are  gaining  momentum. 


DATA-  BUSINESS  WfEK 


ing,  are  pitching  in  more  at  school. 
"We're  doing  things  to  teach  children  to 
be  lifelong  learners,"  says  Principal  Ar- 
lene  Ortenzo.  But  "what  sets  us  apart  is 
how  parents  feel  about  the  school." 
STOCK  SLIDE.  Still,  it's  far  from  clear  that 
EAI  will  graduate  to  the  $1  billion  com- 
pany it  hopes  to  be  by  1997.  Many  cities 
have  shown  interest  in  privatization, 
though  only  a  few  have  signed  contracts. 
And  some  cities  that  have  toyed  with 
the  idea,  such  as  Washington,  are  having 
second  thoughts.  What's  more,  powerful 
teachers'  unions,  some  of  whose  mem- 
bers have  been  replaced  by  EAI,  are  us- 
ing their  clout  to  try  to  defeat  the  as- 
sault on  their  preserve. 


the  time  for  private  management  of  pub- 
lic schools  has  arrived.  "We  must  find  a 
way  to  educate  the  populace  without 
going  broke,"  he  says.  EAI  executives 
cashed  in,  he  insists,  because  the  op- 
tions were  about  to  expire— not  because 
of  concern  about  the  company. 

Other  advocates  of  the  private  alter- 
native are  no  less  optimistic.  Benno  C. 
Schmidt  Jr.,  a  former  president  of  Yale 
University  who  now  is  president  of  EAI's 
rival,  the  Edison  Project,  is  meeting 
with  state  education  leaders  to  sell  Edis- 
on's concept.  Edison,  a  venture  of  Whit- 
tle Communications.  Philips  Electronics, 
and  Associated  Newspapers,  promises 
to  provide  students  with  computers  at 


er,  nonunion  college  grads.  Union- 
numbers  crunchers  calculate  that 
ing  EAI  the  systemwide  average  pei 
pil  cost  reaps  a  windfall  of  $2.25  mi 
for  the  company.  The  reason: 
schools  have  fewer  than  the  avei 
number  of  special-needs  students, 
require  lower  student-teacher  ratios 
special  equipment,  such  as  wheelch; 

In  an  attempt  to  drive  EAI  out, 
teachers  publicized  the  results  of 
year's  standardized  national  exj 
which  they  say  show  declining  sc 
in  math  and  reading  in  some  EAI  sch 
But  EAI  says  it's  too  early  to  mea: 
student  performance  meaningfully, 
union  sued  the  city  in  December  to 
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Exclusively  For  Fidelity  IRA  Investors 


"FundsNetwork  Helped  Us  Buy 
Our  Favorite  No-Load  Funds 

ith  No  IRA  Fee" 


Choose  from  these  leading  fund  families: 

BENHAM*  BERGER*  DREYFUS 
EVERGREEN*  FIDELITY 

FOUNDERS- JANUS 
NEUBERGER  &  BERMAN 
STEIN  ROE  •  STRONG 


Upper  Mutual  Fund  Report  Service 

•  Individual  reports  available  on  more 
than  100  equity  funds 

•  Call  1-800-847-0342  for  more  details 
(M-F 8:00  a. m.-9:00  p. m.  ET) 


One  Call,  One  Statement  To  Buy  Top-Rated 
No-Load  Funds  With  No  Transaction  Fees 

With  thousands  of  mutual  funds  to  choose  from,  it's  no  surprise 
so  many  of  today's  investors  are  looking  for  highly-rated,  proven 
choices.  Now,  Fidelity's  FundsNetwork  lets  you  invest  in  more  of  the 
no-load  f  unds  with  4-  and  5-star  risk-adjusted  ratings  by 
Morningstar1  —  without  a  transaction  fee.2 

Today,  one  call  and  one  statement  does  it  all.  With  just  one  call 
to  FundsNetwork,  you  can  buy  and  sell  nearly  200  popular  no-load 
mutual  funds  at  no  extra  cost  to  you.  And  they're  summarized  and 
displayed  on  one  easy-to-read  Fidelity  statement. 

FundsNetwork  And  The  Fidelity  IRA: 

An  Easy,  Low-Cost  Way  To  Invest  For  Retirement 

Through  FundsNetwork  and  the  Fidelity  IRA,  you  can  also  take 
advantage  of  our  best  offer  ever  for  retirement  investors.  We'll 
waive  the  Fidelity  IRA  fee  if  any  Hind  purchased  without  a  trans- 
action fee  through  FundsNetwork  has  a  balance  of  $5,000  or 
more.3  And  you'll  enjoy  the  benefits  of  one  tax  package  for  easy 
recordkeeping.  Call  for  a  free  Fidelity  Brokerage  IRA  fact 
kit,  which  includes  a  FundsNetwork  Performance  Directory 
for  available  funds.  Please  read  fund  prospectuses  carefully  before 
you  invest  or  send  money. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity 


investments 


ttorningsiar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  January  31 . 1994.  The  ratings  are  subject  to  change  even  month.  Morningsur  ratings  are  calculated 
Dm  the  funds'  three-,  five-,  and  10-year  average  annual  returns  including  loads,  if  appropriate,  and  a  risk  factor  that  reflects  hind  performance  relative  to  three-month  Treasury  bill 
lOnthly  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars  and  22.5%  receive  four  stars.  -All  underlying  fund  expenses  still  apply.  The  Berger  fund  family  may  charge 
2b- 1  fees  in  excess  of  0.25%.  'For  Fidelity  Self-directed  (Brokerage)  IRAs,  the  $20  annual  IRA  maintenance  fee  will' be  waived  if  any  Fidelity  mutual  fund  position  is  at  least  $5,000  at  the 
me  of  the  fee  billing,  or  if  any  fund  position  purchased  without  a  transaction  fee  through  FundsNetwork  is  at  least  $5,000  at  the  time  of  the  fee  billing.  For  more  complete  information, 
Hiding  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  hinds  available  with  no  transaction 
•es  and  reinstate  the  fees  with  respect  to  the  sale  or  purchase  of  any  hinds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  vou  make  five  or  more  short-term  redemptions  (sales  of 
tares  held  less  than  six  months)  on  funds  available  without  transaction  fees  in  a  twelve  month  period.  If  you  purchased  a  no-load  fund  and  paid  a  transaction  lee,  you  will  be  obligated  to 
ay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  without  notice.  Share  prices  ( except  for  money  market  funds) ,  yields  and  returns  will  van;  and  you  may  have  a  gain 
r  loss  when  you  sell  your  shares.  Past  performance  is  no  guarantee  of  future  results.  Fidelity  Brokerage  Services,  Inc.  ("FBSI")  Member  NYSE,  S1PC. 
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lify  the  contract,  accusing  it  of  failing  to 
follow  competitive  bidding  rules.  "The 
things  they  promised  clearly  haven't 
happened,"  says  Baltimore  Teachers  Un- 
ion spokeswoman  Linda  U.  Prudente. 

EAI  still  has  the  backing  of  Superin- 
tendent of  Schools  Walter  Amprey  and 
Mayor  Kurt  L.  Schmoke.  But  Golle  ad- 
mits the  Baltimore  job  may  have  been 
more  than  he  bargained  for.  "This  is  the 
most  complex,  most  difficult  change  I've 
ever  tried  to  do,"  he  says. 

Teacher  opposition  isn't  limited  to  Bal- 
timore, and  that  may  discourage  other 
cities  from  trying  privatization.  EAI 
hoped  the  Baltimore  model  would  help 
the  company  snag  a  contract  in  nearby 
Washington,  for  instance.  But  educators 
there  accused  EAI  of  being  white  inter- 
lopers in  a  mostly  black  school  system. 
For  its  part,  EAI  says  it  has  a  strong 
commitment  to  diversity  and  points  out 
that  two  out  of  five  corporate  officers 
are  black.  And  national  teachers'  unions 
are  helping  their  colleagues  in  local  dis- 
putes, such  as  Baltimore's.  "When  people 
want  to  try  something  like  this,  they 
should  look  at  what's  happened  in  Balti- 
more," says  American  Federation  of 
Teachers  spokeswoman  Donna  Fowler. 
big  boost.  Making  matters  worse  for 
EAI  is  the  increased  competition  for  what 
little  business  is  out  there.  Edison  got  a 
big  boost  when  it  recently  won  three 
contracts  Massachusetts  awarded  for 
"charter  schools,"  which  require  the  com- 
pany to  provide  its  own  facilities.  EAI 
says  it  didn't  bid  because  it  isn't  set  up 
for  such  business.  In  Milwaukee,  offi- 
cials are  continuing  discussions  with  Ed- 
ison for  a  school-to-work  program  but 
have  ruled  out  EAI.  Mary  Bills,  presi- 
dent of  the  Milwaukee  School  Board, 
complains  that  EAI  "seemed  to  emphasize 
management  of  schools"  and  paid  too  lit- 
tle attention  to  education.  EAI  spokesper- 
son Lory  L.  Sutton  responds:  "Our  best 
defense  is  for  critics  to  go  into  our 
schools  and  see  what  we've  done." 

With  few  contracts  in  hand,  inves- 
tors have  grown  uneasy  about  EAI, 
which  last  year  eked  out  its  first  profit, 
$1.2  million  on  revenues  of  $30  million. 
In  February,  shareholders  filed  a  suit  in 
federal  court  in  Minneapolis  charging 
that  the  company  distorted  its  finan- 
cial performance.  Responds  Golle:  "Our 
accounting  practices  are  in  compliance." 

Whatever  the  case,  one  thing  is  clear: 
While  the  South  Pointe  and  Baltimore 
deals  gave  eai  a  headstart  in  the  race  to 
revolutionize  public  education,  the  com- 
pany has  failed  to  land  more  contracts. 
Unless  it  learns  to  clear  the  hurdles  of 
privatization,  EAI  might  end  up  an  also- 
ran  in  the  marketplace. 

By  Christina  Del  Valle  in  Baltimore, 
with  Gail  DeGearge  in  Miami  and  David 
Greising  in  Atlanta 
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THE  BABY  BELL  THAT 
STILL  CRAWLING 


Nynex  may  be  a  laggard,  but  it's  plotting  a  comeback 


The  Baby  Bells  sure  ain't  what  they 
used  to  be— plain  old  utilities,  that 
is.  In  a  frenzy  of  dealmaking, 
they're  jumping  at  vast  new  opportu- 
nities afforded  by  looser  regulations  and 
new  digital  technologies.  They're  buying 
up  cable-TV  operators,  building  cellular- 
phone  empires,  and  investing  billions 
to  bring  interactive  TV  to  phone  cus- 
tomers. Bell  Atlantic  Corp.  even  tried 
to  pull  off  the  biggest  merger  in  history 
with  its  failed  $32  billion  bid  for  cable 


Still,  they  question  whether  the  I 
com  deal  does  much  to  advance  Njl 
toward  the  Information  Superhighwl 
the  high-speed  digital  communicat* 
network  starting  to  take  shape  mi 
U.  S.  "The  investment  in  Viacom  isl 
tremendous  push  into  diversification! 
way  or  the  other,"  says  Merrill  LynJ 
Co.  analyst  Richard  G.  Klugman.  'I 
price  wasn't  great,  and  the  deal's  I 
too  small  to  make  a  difference." 

Meanwhile,  back  in  its  core  busiifc 


SALERNO  DEFENDS  HIS  DEAL 
WITH  VIACOM:  "CONTENT  IS 
KEY  TO  OUR.  SUCCESS  IN  CABLE 


giant  Tele-Communications  Inc.  (TCI). 

And  then  there's  Nynex  Corp.,  bring- 
ing up  the  rear.  Its  one  big  domestic 
foray  into  the  converging  worlds  of  ca- 
ble, phones,  and  entertainment  is  a  $1.2 
billion  investment  in  nonvoting  shares 
of  Viacom  Inc.,  made  last  October  during 
the  bidding  war  for  Paramount  Commu- 
nications Inc.  The  cable-TV  programming 
giant  won  that  battle,  but  its  stock 
sank— to  around  $27  from  $54.  Nynex' 
preferred  stock  is  convertible  to  Viacom 
common  at  $70  a  share. 


none  of  Nynex'  problems  have 
away.  Its  New  York  and  New  End 
phone  systems,  which  account  for  8( 
revenues,  are  plagued  by  high  cos| 
weak  economy,  growing  competition| 
tough  regulators.  Other-  Bells  have 
come  such  setbacks  with  high-profi| 
hilar  revenues,  but  Nynex  can't  be< 
it  never  pushed  cellular  aggressive! 
has  just  600,000  cellular  customers) 
least  of  any  Baby  Bell. 

The  result  of  all  this?  While  shall 
the  other  Bells  jumped  between! 
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45%  in  the  past  two  years,  Nynex' 
:k  has  only  risen  10%.  It's  currently 
36,  $10  less  than  when  it  announced 
Viacom  deal.  And  Wall  Street  isn't 
ecting  an  earnings  rebound:  At  12.6, 
lex  carries  the  lowest  price-earnings 
a  of  the  group. 

.11  in  all,  a  bleak  picture— and  an  in- 
irate  one,  insists  Vice-Chairman  Fre- 
c  V.  Salerno.  For  example,  says  Sa- 
o,  while  rivals  have  sunk  billions  in 
:ulative  Info  Highway  ventures  at 
ie,  Nynex  has  been  snapping  up 
h  cheaper  cable-TV  franchises  over- 

that  eventually  could  pay  off  big. 
company  is  also  preparing  for  the 
ractive  world  at  home  by  laying 
illion  fiber  lines  capable  of  carrying 
e,  data,  and  video. 
ISEAS  PLAY.  Perhaps  most  critically, 
rying  to  make  its  local  phone  busi- 

more  profitable.  In  1993,  Nynex 
about  44  employees  per  10,000  tele- 
le  lines,  an  efficiency  yardstick  by 
:h  it  ranks  last  in  its  league.  No.  1 
Etech  Corp.  had  34  employees  per 
)0  lines.  Nynex  is  now  slashing.  In 
ary,  it  announced  plans  to  cut  16,800 
.  22%  of  its  workforce,  over  three 


tent  is  key  to  our  success  in  cable." 

And  cable  is  the  linchpin  of  Nynex' 
strategy  overseas,  where  local  competi- 
tion is  virtually  nil  and  cable  systems 
are  still  affordable.  Nynex  estimates  it 
paid  $13  per  cable  subscriber  in  Brit- 
ain, compared  with  a  typical  price  of 
$2,000  per  subscriber  in  the  U.  S.  Nynex 
is  the  largest  cable  operator  in  the  nas- 
cent British  market,  reaching  almost 
3  million  homes,  and  it  just  won  a  li- 
cense to  provide  cable  service  in  Thai- 
land. It  also  has  plans  to  expand  phone 
service  in  Southeast  Asia.  "Over  the  last 
2lA  years,  we've  been  able  to  almost  dou- 
ble the  value  of  our  investment  over- 
seas," says  Salerno.  "Domestically,  we 
just  couldn't  have  done  that.  The  price 
of  admission  would  have  been  too  high." 

Wall  Street  does  recognize  the  wis- 
dom of  the  overseas  play,  but  it  ques- 
tions whether  the  payoff  will  be  big 
enough  to  overcome  Nynex'  domestic 
difficulties.  "You  need  a  lot  of  high 
growth  internationally  to  offset  slow 
growth  in  your  core  business,"  says  Mer- 
rill Lynch's  Klugman.  "Long  term,  these 
are  very  interesting  opportunities,  but 
they  may  be  too  little  for  now."  Ana- 


NYNEX'  MANY  PROBLEMS... 

Aging  infrastructure,  high  labor  costs,  and  a  tough 
regulatory  environment  keep  profits  under  pressure 

Strong  cable  companies,  such  as  Time  Warner, 
seeking  to  offer  phone  service  to  high-profit  Nynex 
customers 

•  Alternate  access  companies  link  Nynex  corporate 
customers  directly  to  long-distance  carriers, 
bypassing  the  local  network 

...AND  A  FEW  POSSIBLE  SOLUTIONS 

Its  high-income  New  York  and  Boston  customers 
will  be  a  choice  market  for  interactive  video  services, 
such  as  movies  on  demand 
►  Its  $1.2  billion  investment  in  Viacom  will  give  it 
access  to  original  programming  for  interactive 
services 

Phone  and  cable-TV  systems  in  Britain  and  Asia 
could  pay  off  big  in  a  few  years 


1 
ftOl 


">.  That  will  cost  $2  billion  but  gets 
30  employees  per  10,000  lines, 
lerno  also  says  that  outside  critics 
misinterpreted  the  Viacom  deal, 
lie  surface,  all  Nynex  got  for  $1.2 
<n  was  two  seats  on  the  board, 
by  Salerno  and  Nynex  Chairman 
im  C.  Ferguson.  But  Salerno,  who 
leered  the  deal,  says  the  company 
vhat  it  wanted:  access  to  Viacom 
Paramount  programming,  such  as 
!ai|  Mid  Nickelodeon.  "We  did  the  deal 
trategic  reasons,"  he  says.  "Con- 


lyst  William  N.  Deatherage  at  S.  G.  War- 
burg &  Co.  estimates  that  Nynex'  for- 
eign cable  business  will  turn  profitable  in 
1996  or  1997.  But  for  now,  it's  a  drain.  In 
1993,  the  company's  diversified  business 
segment,  which  includes  overseas  units, 
lost  $83  million  before  restructuring 
charges. 

It  was  a  loss  Nynex  could  ill  afford  in 
a  year  when  operating  earnings  slipped 
to  $1.24  billion  from  $1.31  billion  and 
revenues  rose  only  1.2%,  to  $13.4  bil- 
lion. After  a  $1.6  billion  restructuring 


charge,  the  company  finished  1993-  with 
a  $394  million  loss.  Analysts  do  expect 
earnings  of  $3.25  a  share  this  year,  flat 
with  1993's  $3.20  before  the  restructur- 
ing charge. 

Still,  investors  remain  focused  on  the 
many  problems  Nynex  faces  in  its  dense- 
ly populated  region.  The  area  has  some 
of  the  richest  corporate  customers.  But 
it  also  has  the  oldest  infrastructure,  the 
highest  tax  rates,  the  highest-paid  em- 
ployees, one  of  the  toughest  regulatory 
environments  of  any  Bell  region— and  a 
lingering  recession.  "They  have,  by  far 
and  away,  operated  under  the  most  dif- 
ficult conditions  of  any  of  the  [Bells]," 
says  Deatherage.  Among  its  stickiest 
problems  is  the  New  York  Public  Ser- 
vice Commission  (PSC).  It  continues  to 
use  the  rate-of -return  regulation  (Nynex' 
return  on  equity  cannot  exceed  12%  in 
New  York)  that  most  regulators  aban- 
doned years  ago  because  it  left  little  in- 
centive to  improve  service.  In  December, 
the  PSC  ordered  Nynex  to  roll  back  1994 
rates  by  $175  million— and  to  put  aside  a 
separate  $156  million  to  lie  refunded  un- 
less service  improves. 
"BELL-SHAPED  HEADS."  At  the  same  time, 
the  PSC  is  welcoming  competition. 
Metropolitan  Fiber  Systems  Inc. 
(MFS)  and  Teleport  Communica- 
tions Inc.,  which  is  partly  owned 
by  TCI,  have  been  skimming  off 
lucrative  business  customers  from 
Nynex  for  years,  connecting  them 
directly  to  long-distance  net- 
works. Now,  Time  Warner  Cable 
Group  and  Cablevision  Systems 
Corp.  are  seeking  permission  to 
offer  phone  services. 

"We  could  wring  our  hands 
and  say  life  is  unfair,  but  we  just 
have  to  fix  it."  says  Salerno.  The 
fix-it  plan  includes  spending  $2.2 
billion  a  year  to  upgrade  the  net- 
work with  fiber  and  digital 
switches  that  will  allow  Nynex  to 
offer  more  and  cheaper  servic- 
es. One  of  the  new  services,  for 
example,  is  the  nation's  first  local 
voice  dialing,  which  allows  cus- 
tomers to  place  calls  by  speaking 
the  number  into  the  phone. 

These  efforts,  though,  haven't 
changed  Nynex'  image.  "They're 


still  packed  with  old-time  Bell  guys  who 
are  stuck  in  the  dark  ages,"  says  Bear, 
Stearns  &  Co.  analyst  Marion  Boucher. 
Not  so,  says  Salerno,  a  29-year  veteran. 
"We  don't  all  have  Bell-shaped  heads." 
"The  current  executive  team  has  under- 
gone a  transformation,"  notes  Salerno, 
who  says  that  over  the  past  four  years, 
some  15  top  executives  have  been  re- 
cruited from  outside.  Slimmed  down  and 
infused  with  fresh  blood,  this  baby  is 
trying  to  get  back  in  the  race. 

By  Catherine  Arnst  in  New  York 
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KNOWLEDGE  ADVENTURE'S 
TRICKIEST  GAME:  SUCCESS 


The  "edutainment"  startup  fears  losing  its  small-company  culture 


At  Knowledge  Adventure  Inc.,  the 
joke  is  that  every  employee  has 
his  own  door.  Not  an  office— just 
a  $13.99  door  from  the  local  Home  Depot 
that,  mounted  on  a  pair  of  steel  file  cal> 
inets,  serves  as  the  standard-issue  desk 
at  this  lean  and  fast-growing  software 
startup. 

With  sales  expected  to  nearly  triple 
this  year,  to  around  $35  million  (chart, 
page  104),  the  company  could  afford  real 
office  furniture.  But  Bill  Gross,  the  com- 
pany's founder  and  chairman,  keeps  the 
doors  as  a  reminder  of  the 
culture  that  he's  striving 
to  preserve  as  his  100-per- 
son  company  rides  the 
wave  of  multimedia  "edu- 
tainment" software.  These 
programs,  prized  by  par- 
ents lor  their  blend  of  fun 
and  learning,  represent 
a  huge  opportunity— big 
enough  to  make  Knowl- 
edge Adventure  a  billion- 
dollar  company  by  dec- 
ade's end,  Gross  figures. 
To  get  there  in  one  piece, 
however,  the  company 
must  continue  to  act 
small,  says  the  35-year-old 
entrepreneur. 

That  approach  may 
seem  a  bit  illogical  and 
perhaps  a  bit  risky.  After 
all,  the  markot  has  already 
attracted  powerful  rivals, 
from  Microsoft  Corp.  to 
computer-game  giant  Elec- 
tronic Arts  and  major  mo- 
vie studios.  But  for  all 
their  muscle,  Gross  says, 
these  giants  can't  match  his  speed— and 
won't  unless  Knowledge  Adventure  gets 
bogged  down  by  big-company  problems. 
RAPID  RESPONSE.  A  recent  run-in  with 
Microsoft  proves  the  point.  Knowledge 
Adventure's  Dinosaur  Adventure,  an 
interactive  learning  program,  had  the 
market  to  itself  when  Jurassic  Park  was 
in  theaters.  In  August,  Microsoft  coun- 
tered with  Dinosaurs.  On  Sept.  1,  Gross 
scrambled  a  special  team  that  pulled  all- 
nighters  to  one-up  Microsoft  with  3-D 
technology,   a  theme-park-simulation 


game,  and  more  than  30  minutes  of  ani- 
mation. The  3-D  Dinosaur  Adventure 
was  ready  by  November.  In  December, 
Knowledge  Adventure's  dinosaur  games 
outsold  Microsoft's  by  3  to  1,  says  mar- 
ket researcher  PC  Data  in  Reston,  Va. 

Such  rapid  responses  may  be  critical 
as  the  market  swells.  Last  year,  Amer- 
ican consumers  bought  $325  million 
worth  of  multimedia  CD-ROMs,  accord- 
ing to  Dataquest  Inc.  By  1996,  sales  of 
multimedia  software  to  consumers  will 
hit  $1.7  billion,  predicts  Bruce  Ryon, 


senior  multimedia  analyst  at  Dataquest. 

Can  Gross's  homemade  culture  sur- 
vive the  ride?  The  first  signs  of  tension 
surfaced  in  February,  when  President 
and  CEO  Rod  Turner  abruptly  resigned. 
Gross  had  hired  him  from  software  mak- 
er Symantec  Corp.  less  than  a  year  ear- 
lier. Gross  hints  that  the  two  disagreed 
on  corporate  culture:  Turner  urged  a 
classical  top-down  style,  while  Gross  was 
trying  to  maximize  employee  participa- 
tion in  decision-making.  Turner,  who  did 
not  return  phone  calls,  told  colleagues 


that  there  was  a  difference  in  visbs. 

Some  insiders  say  Turner  was  m 
ing  for  an  early  initial  public  off« 
and  a  plan  to  grow  through  accft 
tions— something  Gross  is  not  read! 
do.  "The  minute  we  go  public,  ew 
thing  changes,"  says  Gross.  His  bigl; 
ry  is  the  impact  on  the  corporate^ 
ture.  If  management  has  to  pay  m 
attention  to  public  shareholders  thm 
employees,  Gross  might  have  to  gi\« 
lavish  gestures  such  as  his  recenB 
company  ski  trip.  After  a  frenetic  mm 
that  saw  the  launch  of  five  new  m 
ucts,  including  Isaac  Asimov  SciencS 
venture  II,  3-D  Body  Adventure,B 
an  interactive  version  of  the  imax  nB 
The  Discoverers,  he  declared  a  tm 
day  company  holiday.  He  treated  aft 
ployees  and  their  families  to  a  weeB 
near  Yosemite.  Next  time,  he  wanB 
try  Hawaii. 

Gross  also  likes  to  keep  things  (ft 
cratic.  The  company  needs  to  rel<B 
from  its  overcrowded  offices  in  sip 
ban     Los  Angeles-p 
where?  "Bill  basically  vp 
to  put  it  up  to  a  vl 
says  Steve  Chadima,  I 
keting  vice-presiden«l 
more    typical  manic 
would  be  more  conc« 
about  tax  advantage* 
relocation  packages." 
BONANZA.  Knowledgft 
venture  could  also  maHl 
employees  rich.  New 
cruits  are  offered  threB 
ary  options,  ranging  w 
all  salary  and  little  :Br 
to  tiny  salary  and  loB 
stock.  "The  more  yfr 
willing  to  take  a  cigi 
pay,  the  more  of  the 
pany  you  end  up  owi 
he  says.  The  result? 
stantially  more  than! 
of  the  company  is  o1) 
by  employees,  and 
the  lowest-paid  work 
shipping  clerk,  could 
ize  a  bonanza  in  an  IF 
By  the  time  he  fe! 
ed  Knowledge  Advei] 
three  years  ago,  Gross  had  spent  a  |6 
time  figuring  out  how  an  entreprencj 
company  should  work.  His  first  busil 
selling  candy  bars,  began  in  his  U 
at  a  Van  Nuys  (Calif.)  junior  high  S(~ 
A  second,  selling  solar-energy 
through  tiny  ads  in  Papular  Science^, 
his  tuition  at  California  Institute  of 
nology.  By  graduation  in  1981,  hej 
built  a  brisk  business  selling  loudspel 
that  he  made  in  the  school's  wovkf 
So,  instead  of  hiring  on  at  one  of  SB 
ern  California's  aerospace  companie 
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How  are  you  going  to  conduct  business  now? 


Scaling  back  was  difficult.  But  now  the  challenge 
to  create  a  new  working  arrangement  and  get  the  most 
it  of  your  remaining  players. 

That's  where  Arthur  Andersen  can  help. 
;perienced  Arthur  Andersen  professionals,  armed  with 
ir  proprietary  Global  Best  Practices  knowledge  base, 
mpare  your  operating  practices  to  the  best  in  the 
Drld — within  your  own  industry,  and  across  the  board. 

In  our  trained  hands,  the  Global  Best  Practices 
lowledge  base  is  the  most  thought-provoking  resource 
its  kind.  Delivered  to  our  professionals  by  CD-ROM 
:hnology.  Updated  throughout  our  global  network.  And 
surpassed  in  its  depth  and  scope. 

So  Arthur  Andersen  professionals  can  share 
sight  with  you  into  which  practices  could  create  a  new 

'94  Arthur  Andersen  &  Co.  All  rights  reserved. 


working  harmony.  Together,  we  can  then  compose  more 
creative  ways  to  help  reengineer  your  operations. 

Find  out  how  you  can  out-perform  the  competi- 
tion— on  paper  and  in  practice.  For  your  free  brochure  or 
to  discuss  with  us  personally  how  Global  Best  Practices 
can  work  for  your  company, 
call  1-800-445-5556,  today. 


Best  Practices. 
Putting  insight  into  practice.'" 


Arthur 
Andersen 

Arthur  Andersen  &Cq  SC 


SUCCESS...SUCCESS...SUCCESS 

•Value  Trust®         'Special  Investment  Trust 


Top  15%  of  all 
general  equity  funds" 


Tlte  only  small  company 
fund  to  beat  the  S&P  500 
six  out  of  the  last  six 
calendar  years** 


Total  Return  Trust 


Funds 


5-star  Momingstar 
for  the  three  year 
average  annual  return 


For  a  free  prospectus  containing  more  complete  informa- 
tion, including  charges  and  expenses  on  any  of  the 
Legg  Mason  Funds,  please  call  1-800-822-5544,  or  the 
Legg  Mason  office  that  is  closest  to  you.  Please  read 
the  prospectus  carefully  before  investing  or  sending  any 
money. 


•Source:  Upper  Analytical  Services,  Inc.  for  the  period  5/6/82  through  12/31/93. 
**Source:  Lipper  Analytical  Services,  Inc.  Returns  would  have  been  lower  if  the  advi- 
sor had  not  waived  certain  fees  in  the  periods  covered.  Morningstar  is  an  indepen- 
dent publisher  of  financial  information  and  mutual  fund  ratings.  Morningstar  ratings 
are  calculated  60%  from  5-year,  and  40%  for  three  year  average  annual  returns,  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance.  The 
Morningstar  analysis  for  Total  Return  Trust  is  through  1 1/12/93.  The  S&P  500  is  an 
unmanaged  index  of  common  stock  prices.  Its  returns  include  the  reinvestment  of  all 
capital  gains  and  dividends.  Results  are  historical  and  do  not  indicate  future  performance. 


Dick 
Van  Patten 


"At  any  age, 
there  are  dozens 
of  things  you  can  do  to 
stay  healthy,  active  and 
have  a  great  time. 

Contact  your 
recreation  and  park 
department  today" 


opened  a  showroom  in  Pasadena 
hired  a  couple  of  CalTech  buddiefft 
produce  speakers  in  the  basement.  I 

Upstairs,  Gross  was  discovering  m 
sonal  computers  and  fiddling  aroffi 
with  the  Lotus  1-2-3  spreadsheet.  Sm 
he  launched  GNP  Development  Inc.  aw 
with  his  younger  brother,  Larry.  H 
sold  accounting  add-ons  for  1-2-3  m 
box  and  binder  that  copied  Lotus'  cofc 
and  logo.  When  sales  reached  $1  ■ 
lion,  the  bigger  company  sued.  Gm 
changed  his  packaging  and  a  year  hft 
in  1984,  approached  Lotus  DevelopnB 
Corp.  President  Mitchell  D.  Kapor  \ft 
a  product  that  let  the  spreadsheet  aoa 
commands  written  in  English.  Km 
bought  GNP  on  the  spot. 

It  was  at  Lotus  that  Gross  learB 
the  importance  of  incentives.  The  br  It 
ers  had  contracted  with  Lotus  to  de  I 
op  Magellan,  a  program  for  searcl  I 
for  files,  and  negotiated  royalties  on  ll 
gellan  sales.  When  Lotus  decided  t(  I 
corporate  the  program  into  all  oi  I 
products,  it  bought  out  the  brotl  I 
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KNOWLEDGE 
ADVENTURE'S 
REVENUES 
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DATA  BUSINESS  WEEK  ESTIMATES 


with  a  single  lump  sum.  Although  it 
rewarding,  Gross  says  that  after 
payment  he  lost  his  motivation 
next  day  was  the  first  time  I  felt  lik 
ordinary  employee,"  "recalls  Gross 

At  his  new  company,  Gross  is  tr 
to  extend  the  feeling  of  belongin; 
customers  as  well  as  to  employ 
"We're  trying  to  build  a  real  corr 
nity  of  Knowledge  Adventure  cust 
ers,"  he  says.  How?  Knowledge  Ad 
ture  sends  a  free  upgrade— an  e 
software  movie,  for  example— on  1 
birthdays.  Next,  he  means  to  find  a 
to  personalize  each  product  by  inco 
rating  a  photo  or  videotape  of  the  cm 
It's  a  small  thing— one  that  a  big  jt 
ware  marketer  might  not  bother  v|4 
But  little  details  such  as  these  cW 
help  Gross  build  a  multimedia  gianlH 

By  Larry  Armstrong  in  La  CrescM 
Calif. 
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The  1994  Business  Week  Forum 
of  Chief  Financial  Officers 

Making  Sense  Out  of  Change 

Date:  April  13-16,  1994 

Place:  The  Ritz-Carlton,  Palm  Beach,  Florida 


ented  in  association  with: 

erican  International 
oup,  Inc. 

&cT  Capital  Corporation 
-jkers  Trust 

■:cutive  Jet  International 
MG  Peat  Marwick 
-Liman  &  Robertson 

'  with  the  support  of: 
imetrix,  Inc. 

be 

\%  Seniors  Championship 


<ECUTIVE 
IOG  RAMS 


The  rules  have  changed. 

For  today's  CFO,  there's  a  new  game 
plan.  New  values.  New  ways  of 
measuring  success.  New  rewards. 

At  this  vital  time.  Business  Week  is 
proud  to  host  the  1994  Forum  of 
Chief  Financial  Officers:  Making 
Sense  Out  of  Change. 

For  America's  leading  CFOs,  the 
Forum  is  an  ideal  opportunity  to 
tackle  the  challenges  and  grasp  the 
rewards  of  a  changing  corporate 
landscape. 


For  corporate  sponsors,  the  Forum 
is  a  rare  opportunity  to  build  alliances 
with  America's  top  financial  leaders, 
face-to-face. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs,  at 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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'REAL  MEN 
HAVE  FABS' 


Suddenly,  chipmakers  that  don't  fabricate  their  own  are  in  a  bind 


Odd  as  it  sounds,  chipmaker  Actel 
Corp.  doesn't  make  chips.  It 
sells  them,  all  right,  and  its  de- 
signs for  so-called  programmable  logic 
devices  are  hot.  But  the  nine-year-old 
company  farms  out  production  to  true 
chipmakers  with  spare  capacity  in  their 
wafer-fabrication  plants.  This  strategy 
was  a  winner  for  six  years.  Actel's  sales 
took  off  in  1988— and  rose  nearly  50% 
just  in  1993' s  first  nine  months.  Then 
the  downside  of  going  "fabless"  showed 
up.  Manufacturing  went  awry  at  one  of 
its  foundries,  and  Actel  couldn't  find  a 


pinch-hitter.  Some  $3  million  in  expected 
fourth-quarter  sales  went  down  the 
drain,  virtually  wiping  out  profits. 

Actel  is  hardly  alone.  "The  tabs  are 
full,"  laments  CEO  John  C.  East.  And 
that  could  signal  the  end  of  an  era.  It 
means  that  250  fabless  chip  companies— 
the  startup  stars  of  Silicon  Valley  for  a 
decade— face  a  growth  crisis.  As  their 
chip-production  options  shrink,  it  will  be 
hard  for  them  to  avoid  a  retreat.  At  the 
least,  the  character  of  tomorrow's  semi- 
conductor industry  is  going  to  change. 

The  fabless  wonders  have  thrived  by 


exploiting  a  capacity  g\U 
mainly  in  Japan.  There,  mel 
ory-chip   makers  expand! 
greatly  in  the  early  1980B 
just  before  demand  wanfl 
Many  of  those  fabs  wereB 
60%  of  capacity  as  recently! 
1992,  according  to  consult™ 
VLSI  Research  Inc.  By  usm 
them,    U.  S.  entreprenei 
avoided  the  main  hurdle  fo 
chip  startup:  the  tens  or  h 
dreds  of  millions  in  wafer-' 
costs.  A  new  venture  co 
thus  devote  its  resources 
innovative  designs,  such 
faster  clones  of  Intel  Cor 
microprocessors    or  mu 
media  chips  that  vastly 
prove  graphics  on  perso 
computers.    By  pioneer 
these  cutting-edge  produc 
fabless  companies  grew  fi 
er  and  earned  higher  returns  than  est 
lished  chipmakers— giving  them  cl 
way  beyond  their  5%  share  of  the 
billion  world  chip  market. 

Now,  everything  is  changing.  ' 
boom  in  advanced  PCs  crammed  w 
memory  chips,  coupled  with  stingy 
ital  spending  in  Japan,  is  boosting 
ization  of  Japan's  older  fabs  to  80% 
more.  Worse,  surplus  capacity  in 
most  modern  fabs— those  that  print 
cuit-line  widths  of  0.8  micron  or  le: 
has  shriveled  to  3%,  says  VLSI  Resea 
That's  bad  news  because  the  design 
the  fabless  folks  usually  require 
vanced  production  processes.  Says 
Dan  Hutcheson,  VLSl's  president: 
the  conditions  that  made  fabless  c 
panies  possible  are  coming  to  a  closi 
"NO  LONGER  FREE."  Hardly  anyom 
being  spared.  The  list  of  chip  conM 
nies  that  have  had  production  del 
since  late  1993  include  Catalyst  Semi 
ductor,  Cyrix,  and  Exar.  Foundry  pi 
lems  at  Seeq  Technology  Inc.,  wl 


THE  FABLESS  WONDERS 


A  sampling  of  companies  that  design  chips  and  outsource  production 


Company 

Main  product 

Revenues  (Millions) 
Fiscal  1990  1993 

ACTEL 

Programmable  logic 

$21 

$60 

ALTERA 

Programmable  logic 

78 

140 

BROOKTREE 

Mixed-signal  chips 

70 

96 

CHIPS  &  TECHNOLOGIES 

Chip  sets 

293 

98 

GRRUS  logic  107  355 

Multimedia,  communications 
CYRIX 

Microprocessors 


SEEQ  TECHNOLOGY  45 

Networking,  communications 


3 


.11 


NM  125 


SIERRA  SEMICONDUCTOR       £]  3 

Mixed-signal  chips 


EXAR 

Analog  and  other  chips 


88  146 


TRIDENT  MICROSYSTEMS 

Graphics  accelerators 


LATTICE  SEMICONDUCTOR        55     ]  Q3 

Programmable  logic 


WEITEK 

Controllers 


58  3 


S3 

Video  and  graphics 


NM  113 


xiunx  50  ] 

Programmable  logic 

M=Nol  meaningful   DATA.  HAMBRECHT  &  QUIS1 
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urning  a  business  in  a  new  direction  is  an  art. 

You  need  an  Executive  Program  that's  a  masterpiece. 


\chieving  the  Sustainable  Turnaround 

Vext  course:  May  8-13 

With  or  without  a  financial  crisis,  a  business  that  falls 
hort  of  its  potential  needs  turnaround  tactics.  Those  tac- 
ics  must  go  to  the  root  cause,  or  success  will  be  shortlived, 
'rofessor  John  Whitney,  recognized  turnaround  expert, 
eads  this  course  in  achieving  lasting  operational  turn- 
irounds  under  the  leadership  of  general  managers,  not 
tisis  managers,  lawyers  or  financial  experts. 

'The  initiative  and  vision  for  the  next  ten  years  now  being 
lunched  was  a  direct  result  of  our  team's  action  plan  at 
!  Columbia.  The  plan  is  working. " 

— S.  Shariq  Yosufzai,VP,  Texaco  Lubricants 

This  five-day  program  gives  you  a  unique  mix  of  exec- 
itive  education  and  private  faculty  consultation. 
Call  today  to  enroll  in  our  May  8  -13,  1994  session. 


Managing  Strategic  Innovation  and  Change 
Next  course:  May  15-20 

A  pragmatic  approach  that  shows  you  how  to  keep  the 
current  enterprise  successful  while  introducing  new  prod- 
ucts, services,  technologies  and  business  processes  to  build 
your  competitive  advantage  for  the  future. 

"The  personal  case  work  brought  a  considerable  volume 
of  content  into  a  focused,  actionable  plan.The  program 
truly  practices  what  it  preaches. " 

— Mark  A.  Mula,Manager,  Mercedes-Benz  N.A. 

Attendees  for  this  results-oriented  five-day  program 
come  from  senior  and  upper-middle  levels  of  general  man- 
agement, strategic  planning,  engineering,  manufacturing, 
human  resources  and  R&D. 

Call  today  to  enroll  in  our  May  15-20,  1994  session. 


Ask  for  our  complete  catalog  of  Executive  Programs,  or  information  on  custom  courses. 


> 


COLUMBIA  EXECUTIVE  PROGRAMS 

Call  today:  (212)  854-3395  ext.  605  •  Fax  (212)  316-1473 


Adapted  from  parting 
by  Henri  Malissa;' 


Discover  an  investment 
that's  gfoingf  places. 


Cumulative  total  returns  from 
5/31/91  to  12/31/93" 

61.5% 

Twentieth  Century 
International  Equity 

19.0% 

EAFE'  Index 


Twentieth  Century  International  Equity 

Benefit  from  worldwide  opportunities  with  the  Twentieth  Century 
International  Equity  fund.  This  fund  has  earned  strong  returns  by 
trying  to  stay  fully  invested  in  companies 
around  the  world  that  are  growing  at  acceler- 
ating rates.  The  fund's  total  return  since  its 
first  month  of  operation  compares  very  favor- 
ably to  the  performance  of  the  EAFE "  Index, 
an  index  of  unmanaged  international  stocks. 
But  remember,  past  performance  is  no  guar- 
antee of  future  results.  Call  or  write  for  your  free  information  kit 
about  this  no-load  international  stock  fund.  The  kit  contains  a 
prospectus  with  more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully 
before  investing.  Our  family  of  no-load  funds  is  also 
available  for  401  (k)  and  Keogh  plans. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Iwenltelh  Cenlufy  Services,  Inc 
BSW 


Investments  That  Work 


Open  Your  IRA  to  the  World! 


42.6%and  20.7°  are  Twentieth  Century  International  Equity's  1-year  and  since  inception  (5/9/91) 
average  annual  total  returns  as  of  December  31,  1993.  ■  Data  quoted  represents  past  performance  and  assumes 
reinvestment  of  all  distributions.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be 
more  or  less  than  original  cost.  ■  The  Morgan  Stanley  Europe,  Australia,  Far  East  (EAFE  )  Index  is  a  widely  followed 
group  of  stocks  from  20  different  countries. 


once  had  a  fab  but  closed  it  in  199(1 
pinch  pennies,  contributed  to  a  decul 
to  sell  its  business  in  EEPROMs,! 
electrically  erasable,  programme! 
read-only  memories. 

Years  ago,  as  the  fabless  trend  picl, 
up  steam,  Advanced  Micro  Devices  ■ 
Chairman  W.J.  "Jerry"  Sanders  III  1 
skeptical.  "Real  men  have  tabs,"  I 
growled.  Now,  many  fabless  compa: 
concede  his  point.  "Silicon  [productio 
no  longer  'free,'"  says  Barry  L. 
president  of  fabless  Weitek  Corp 
Cox  and  his  counterparts  are  hastil 
vising  survival  strategies.  One  is 
ply  to  avoid  designing  chips  that  i 
mand     the     latest     manufactui  I 
processes,  thus  avoiding  tabs  where  I 
parity  is  tightest.  That  can't  work  i 
long,  though.  For  instance,  Cata 
Semiconductor  Inc.  had  to  upgrade 
a  more  cost-efficient  process  for  its 
memory  chips  to  stay  in  the  price 
between  Intel  and  AMD. 

Other  stopgap  measures  abound 
linx  Inc.,  for  example,  is  boosting  in 
tories  to  make  sure  it  doesn't  run  s 


Because  of  spiraling 
production  costs,  large  J 
chipmakers  may  achieva 
even  greater  dominance 


if  foundries  fall  behind.  Last  Sepj 
ber.  Cirrus  Logic  Inc.  promised  to 
set  number  of  wafers  over  three 
in  return  for  a  guarantee  of  foundr; 
parity.  Some  fabless  folks  are  even 
ing  into  factories.  In  February, 
and  Brooktree  Corp.  each  investe 
million  for  a  small  stake  in  an  $ 
lion  fab  that  Chartered  Semicond 
Manufacturing,  a  Singapore  foundr, 
start  building  this  month.  Becaus 
Singapore  government  is  providing 
cost  funds,  says  Brooktree  Chaii 
James  A.  Bixby,  "we  get  more  1 
age"  from  the  investment. 
used  blues.  Cirrus  Logic— the  lai  \ 
fabless  chipmaker,  with  $535  milli 
projected  sales  for  the  fiscal  year  ( 
Mar.  31— may  soon  become  a 
fledged  partner  in  a  foundry.  Wit 
dozen  wafer  suppliers  running  a 
pacity,  Cirrus  plans  to  join  IBM 
vamping  an  underused  Big  Blu( 
that  once  specialized  in  chips  for  l 
frame  computers.  The  East  Fis 
(N.Y.)  plant  will  provide  about  a 
of  Cirrus'  needs  starting  next 
Even  an  existing  chip  plant  isn't  c 
however.  Cirrus  says  its  share  maj 
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Getting  people  to  pull  together  is  an  art.| 

You  need  an  Executive  Program  that's  a  masterpiece. 


Building  Teams 

Dates:  May  15-18  or  Nov.  29-Dec.  2 

If  this  program  can  help  you  get  your 
entire  team  pulling  together,  how  much 
will  it  help? 

"Immeasurably"  according  to  DuPont 
Merck  Director  Tom  Millner,  who  calls 
Columbia's  team  assessment  process 
the  best. 

Pre-Course  work  allows  us  to  sim- 
ulate your  specific  team  challenges. 

The  end  product  is  a  program  that 
produces  concrete  results,  and  a 
return  on  your  investment  of  tuition, 
time  and  travel  that  no  other  pro- 
gram can  beat. 


Mastering  Negotiation  Dynamics 

Dates:  May  22-25  or  Nov.  6-9 

Do  your  interactions  with  people  pro- 
duce the  results  you  want?  As  a  manager, 
your  success  is  dependent  on  productive 
relationships  with  customers,  suppliers,} 
competitors  and  of  course,  the  people  in 
your  own  organization. 

Tackle  your  specific  challenges  head- 
on  through  experiential  exercises, 
videotaping  and  extensive  debriefing. 
You'll  walk  away  with  an  enhanced 
understanding  of  the  negotiation 
process,  and  the  skills  to  make  it  work 
for  you. 

Don't  postpone  mastering  this 
essential  management  art. 


Call  today  for  a  team  discount  on  May  sessions. 

I  Ask  for  our  complete  catalog  of  Executive  Programs,  or  information  on  custom  courses' 
(212)  854-3395  ext  606  or  FAX  (212)  316-1473 

COLUMBIA  EXECUTIVE  PROGRAMS  F 


The 


Gabelli 
Growth 
Fund 


RES  EARC  H 


A  diversified  no-load  mutual  fund  seeking  capital  growth 
by  an  eclectic  earnings-driven  approach 


IRAS  Available 


$1,000  Minimum  Initial  Investment 

-Ask  aboul  our  monthly  automatic  investment  plan- 


For  a  prospectus,  please  call 

1-800-GABELLI 

1  -800-422-3554 


Average  Annual  Returns 
Through  12/31 /93(a) 


One  Year  +11.3% 
Five  Year  +16.5% 
Life  of  Fund*  +16.8% 

'From  inception  April  10, 1987 


Gabelli  &  Company,  Inc.  The  Gabelli  Growth  Fund 
One  Corporate  Center  •  Rye,  New  York  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested  dividends 
and  capital  gains  and  are  net  of  expenses.  Investment  results  and  the  principal 
value  of  an  investment  will  vary.  The  past  performance  noted  above  does  not 
guarantee  future  results.  When  shares  are  redeemed,  they  may  be  worth  more  or 
less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Introducing 
Flat  Fee  Trading: 

any  stock, 
any  amount  * 
any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  rounded  on 
the  belief  that  people  who  make  their  own 
investment  decisions  shouldn'l  have  to 
overpaj  to  execute  them. 

Instead  of  commissions  thai  escalate 
with  the  price  of  a  stock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  AIM  NASDAQ  equity  transaction.  \nd 
the  same  $30  fee  for  up  to  5,000  shares 
of  an)  listed  equity.*Listed  orders  in 
excess  of  5,000  shares  will  incur  an 
additional  one  cent  per  share  fee  on  the 
entire  order 

\\  hether  you're  trading  5,000  shares  of 
IBM  or  25,000  Intel,  our  price  is 
guaranteed.  \nd  so  is  your  satisfaction.  II 
you  have  anj  problems  with  our  service, 
tell  ns.  And  your  $30  will  be  returned.  No 
hassles.  \nd  no  catches. 

So  call  for  your  new  account  Kit  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

I*     R    O     K     E    R.  S 

Discounting  Redefined 

1-800-4-1 -PRICE 

Mcmbei  NASI)  and  SIPC 

New  York  •  Los  \ngelcs  •  Chicago  •  Dallas  •  W.Palm  Beach 

Ml ,» i  minis  protected  up  to  $10  million 


a  substantial  portion  of  a  recent 
million  stock  offering. 

More  such  deals  are  in  the  wo 
Chipmakers  with  fabs,  such  as  LSI  L 
Corp.  and  Cypress  Semiconductor  C( 
report  being  besieged  with  proposals 
"strategic  relationships."  These  don' 
ways  work.  Cyrix'  deal  to  trade  de 
rights  to  its  Intel-compatible  micro 
cessors  in  exchange  for  foundry  tim 
Texas  Instruments  Inc.  blew  up  in  a 
pute  over  deliveries.  Still,  Steve  I 
Rocchetta,  Chartered's  marketing  1 
president,  says  he  can't  return  all 
calls  from  companies  eager  to  inve: 
its  new  Singapore  foundry. 

The  fabless  companies  could  yet  g 
respite.  Actel's  East  optimistically 
diets  that  new,  government-subsid 
fabs  in  Korea  and  Taiwan,  as  well  i 
Singapore,  could  add  fresh  capacit 
early  as  next  year.  The  relief  ma? 
short-lived,  however.  Craig  R.  Bar 
Intel's  chief  operating  officer,  says 
because  world-class  fabs  now  cos 
billion  or  more,  the  industry  is  inve; 
far  too  little  to  meet  even  conservj 
projections  of  sales  growth  through 
And  offsetting  any  short-term  g: 
Hewlett-Packard  Co.  and  AT&T  M 
electronics  recently  decided  to  stop 
viding  foundry  services. 
invest  OR  give  up.  Progress  in 
conductor  technology  only  makes 
ters  worse.  Fast  microprocessors 
as  Intel's  Pentium  family  require 
panion  chips  that  can  keep  up.  Sc: 
cuits  have  to  shrink  to  speed  sid 
along.  But  designs  are  now  packe 
tightly  that  electrical  errors,  or  sh 
are  a  chronic  danger.  Avoiding  thei 
ten  means  tailoring  manufacturin 
each  chip  design,  which  tends  to  - 
out  generic  fabs. 

The  upshot  could  be  grim:  Put  u{ 
vest  in  a  fab— or  give  up.  Frederi< 
Zieber,  president  of  industry  wati 
Pathfinder  Research  Inc.,  thinks  I 
fabless  companies  will  vanish,  espeii 
those  with  single  product  lines.  Cf^ 
Logic  has  itself  acquired  six  smaltr 
since  1990.  Even  if  fabless  outfits) 
vive,  they  may  have  to  mortgage  j  y 
futures.  Like  many  true  chipmaker:  I 
Logic  now  insists  on  technology  rig! 
return  for  factory  capacity. 

So,  barring  a  breakthrough  that  f 
turns  chipmaking  economics,  large  B 
panies  seem  destined  to  dominate  j( 
than  ever.  Fabless  companies  can! 
hope  that  by  maintaining  a  blistfi 
pace  of  innovation,  they'll  win  fapi 
and  fab  time— from  their  bigger  coi 
Because  even  the  high-stakes  1 
needs  a  constant  supply  of  cleve; 
signs  to  stay  in  the  chips. 

By  Robert  D.  Hof  in  San  Jose, 
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What  Does  It  Take 
To  Move  An  Entrepreneur? 

Precision  Manufacturing 
Technicians. 

Biotech  Specialists. 

Electronics  Wizards. 

Computer  Geniuses. 


"This  time,  make  sure  you  go  to  Connecticut  for  the  brain? 


Hire  people  who've  mastered  the  most  advanced  technologies.  Discover  an  abundant  choice  of 
prime  real  estate  sites,  available  now.  Join  R&D  partnerships  (CONNECTICUT 
^    with  top  universities.  For  free  information,  call  1-800-392-2122.  The  State  That  Thinks  Like  A  Business. 


Please  Print 

Name 


Busines 

Address 
City 
Stale 

Telephone 


_l  BUSINESS  J  HOME 


Zip 


MUTUAL  FUNDS 

1.  Berger  100  Fund  and  Beraer  101  Fund 
1  -800-333-1001 

2.  Charles  Schwab  and  Co..  Inc. 
l-800-2NO-LOADext.  15A 

3.  Dreyfus  Growth  and  Income  Fund,  Inc. 
1-800-373-9387  ext.  4434 

4.  Franklin  U.S.  Government  Securities  Fund 
1-800-342-FUND  ext.  F337 

5.  The  Gabelli  Growth  Fund 
1-800-422-3554 

6.  GT  Global 
1-800-824-1580 

7. Invesco  Funds 

1-800-320-4525  ext.  196 

8.  Janus  Worldwide  Fund 
1-800-525-8983  ext.  627 

9.  Kaufmann  Funds 
1-800-562-9210 

10.  Legg  Mason  Funds 
1-800-822-5544 

1 1 .  T.  Rowe  Price  International  Funds 
1-800-541-8366 

12.  Twentieth  Century  Mutual  Funds 
1-800-345-2021 


& 
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Please  check  one  response  for  each  following  question. 

1  What  is  your  company's  type  of  business? 

I  _l  Agriculture   2  □  Mining.  Construction   3  J  Manufacturing.  Processing  4  J  Wholesale.  Retail  Trade 
5  □  Finance.  Insurance.  Real  Estate  6  J  Government  7  □  Transportation.  Public  Utilities 
S  □  Sen  ice  Industries  9  □  Other  -  Please  Specify: 

2  What  is  your  title? 

A  J  Chairman  of  the  Board  B  _l  President  C  □  Vice  President   D  J  Treasurer.  Secretary 

E  J  General  Manager  F  _l  Division  Manager  G  □  Department  Manager  H  J  Other  Manager  I  □  Student 

J  J  Other  -  Please  Specify  : 

3  How  many  employees  in  your  company  worldwide? 

1  □  Under  100  2  □  100-9""  3  □  1.000-2499  4  □  2.500  to  4.999  5  □  5.000  to  9.999  6  □  10.000  or  more 


BusinessWe 


Beyond  news.  Intellige 
#9f 


Requests  will  be  hon 
till  May  23,  1994 


Please  circle  adverth 
numbers 


1  2 

6  7 


4 
9 
14 
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)  BY  RUTH  COXETER 


HING  THE  IMMUNE  SYSTEM  WITH  A 
TERY  LOOK 


Microscopic  polymer 
spheres  are  ideal 
for  site-specific  drug  de- 
livery and  medical  imag- 
ing but  are  hard  to 
sneak  past  the  immune 
system.  Macrophages, 
the  1  tody's  scavenger 
cells,  can  gobble  up  for- 
eigners within  20  sec- 
onds—before drugs  reach 
their  destination  or  im- 
ages are  crystal  clear. 

So  Massachusetts  In- 
stitute of  Technology  re- 
hers  devised  a  disguise.  The  secret:  "If  you  want  to  be  in- 
le,  look  like  water,"  says  mit  scientist  Robert  Langer.  He 
lis  colleagues  linked  polyethylene  glycol,  which  has  struc- 
characteristics  similar  to  water,  to  another  polymer  ap- 
?d  by  the  Food  &  Drug  Administration  for  human  use. 
iamouflaged  polymer  was  ignored  by  the  immune  system 
remained  in  the  bloodstream  up  to  five  hours— long 
gh  to  deliver  a  drug  or  a  clear  image.  Acusphere  Inc.,  a 
ch  startup  in  Wellesley,  Mass.,  has  licensed  the  poly- 
to  carry  contrast  agents  for  imaging.  Since  the  spheres 
i  iny  enough  to  pass  through  capillaries,  they  might  also  be 
to  create  images  of  blood  flow  after  a  heart  attack. 


STAPE  RECORDER  IS  TINY 
iNDTAPELESS 


ting  in  a  cafe  beside  the  skating  rink  at  New  York's 
ockefeller  Center,  Elwood  G.  Norris  talks  into  a  gadget 
resembles  an  elongated  hockey  puck.  It  sure  doesn't 
ike  what  it  is:  a  tape  recorder.  Well,  it's  not  really  a  tape 
ier,  because  the  no-moving-parts  device  doesn't  record  on 
It  uses  memory  chips  in  plug-in  modules  that  can  hold 
),  or  120  minutes  of  compressed  digitized  sound, 
e  on  the  market  by  midyear  from  Norris  Communications 
in  the  San  Diego  suburb  of  Poway,  the  sleek  Flashback 
der  is  hardly  bigger  than  a  credit  card— and  only  a  quar- 
ch  thick  at  the  center.  It's  expected  to  sell  for  between 
and  $190:  pricey  by  microcassette-recorder  standards.  But 
s  figures  the  unit's  size  and  weight  advantages  could,  in 
•st  year,  help  it  nab  close  to  1%  of  the  U.  S.  market  for 
ble  recorders— 17  million  of  which  were  sold  last  year.  An 
1  bonus:  Flashback  memory  modules  also  plug  into  stan- 
slots  on  new  laptop  computers  and  personal  digital  as- 
its,  so  recorded  voice  notes  can  be  relayed  by  electronic 
3r  appended  to  computer-graphics  files. 


!AST  CANCER: 
ELECTRICAL  TEST 


m  50%  to  80%  of  surgical  biopsies  on  suspicious  lumps  in 
e  breast  are  performed  on  benign  tissue.  Today's  imaging 
is— X-rays,  ultrasound,  and  magnetic  resonance  imag- 
ire  only  so  effective.  But  a  noninvasive,  painless  test  de- 
ed by  New  York's  Biofield  Corp.  could  yield  a  huge  fi- 


nancial and  emotional  saving  by  helping  predict  when  a  biop- 
sy is  necessary. 

Bruce  Bach,  Biofield's  president,  says  a  cell  is  like  a  charged 
battery.  Normal  cells  carry  a  net  negative  charge  because  of 
potassium  ions  being  pumped  in  and  sodium  ions  being 
pumped  out.  When  a  cell  divides,  it  temporarily  loses  its 
charge  as  the  flow  of  ions  is  upset,  then  regains  it.  Biofield's 
test  takes  advantage  of  the  fact  that  cancer  cells  divide  very 
rapidly,  and  thus  carry  a  smaller  charge  than  normal  cells.  The 
test  uses  direct  current  and  18  electrodes  to  measure  the 
difference  in  electric  charge  in  breast  tissue.  In  double-blind 
tests  performed  at  Italy's  Istituto  Nazionale  Tumori  in  Milan, 
results  in  218  women  scheduled  for  biopsy  showed  that 
Biofield's  test  had  97%  sensitivity  and  85%  specificity.  Sensi- 
tivity is  the  ability  to  give  a  positive  finding  when  the  person 
tested  has  the  disease,  and  specificity  is  the  ability  to  give  a 
negative  finding  when  the  person  is  disease-free.  Double- 
blind  testing  of  more  than  1,000  women  is  expected  to  begin 
later  this  year  in  Europe  and  the  U.  S. 


WILL  FETAL  CELLS 

BRING  NEW  LIFE  TO  OLD  HEARTS? 


When  the  human  heart  is  severely  damaged,  doctors  re- 
sort to  transplants.  That's  because  adult  heart  muscle 
cells  cannot  repair  themselves.  But  in  the  Apr.  1  issue  of 
Science,  researchers  at  Indiana  University  School  of  Medicine 
have  reported  some  promise  in  grafting  fetal  heart  cells  from 
embryonic  mice  into  the  hearts  of  adult  mice. 

Researchers  were  able  to  get  the  fetal  cells  to  form  critical 
physical  links  called  intercalated  disks  with  their  adult  coun- 
terparts. These  links  provide  the  hardware  necessary  for 
cells  to  communicate  electrically.  In  earlier  experiments,  oth- 
er types  of  muscle  cells  failed  to  form  physical  links  or  con- 
tribute to  the  organ's  functioning.  If  fetal  cells  can  communi- 
cate with  adult  cells,  beating  in  unison,  they  may  show 
promise  in  repairing  hearts  damaged  by  disease  or  injury. 


CARPET 

REINCARNATION 


You  won't  have  to  line  the  doghouse  to  recycle  old  carpet 
anymore.  A  patented  process  developed  by  the  Energy 
Dept.'s  National  Renewable  Energy  Laboratory  (NREL)  in 
Golden,  Colo.,  could  recycle  nearly  a  third  of  discarded  carpet. 

The  process,  called  selective  pyrolysis,  works  on  carpets 
made  from  nylon  6  fiber— about  30%  of  all  carpeting.  Old  car- 
pet is  chopped  into  inch-square  pieces,  mixed  in  a  reactor 
with  a  proprietary  catalyst,  and  heated.  The  carpet  vaporizes, 
and  caprolactam,  the  chemical  used  to  make  nylon  6,  is  drawn 
off.  Leftovers  go  into  a  second  reactor,  where  the  catalyst  is 
recycled  and  the  waste  is  burned  to  fuel  the  process.  NREL 
says  its  technology  produces  caprolactam  for  less  than  half  its 
cost  when  made  from  benzene  and  with  only  one-third  the  en- 
ergy. NREL  is  teaming  up  with  AlliedSignal  Inc.  in  a  three- 
year,  $6.4  million  commercial-feasibility  study. 
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Mutual  Funds 


FOREIGN  BONDS:  SIFTING 
THROUGH  THE  WRECKAGE 


ait. 
I 


■  f  you  think  things  have 
I  been  rough  in  U.  S.  bond 
H  markets  lately,  take  a  look 
at  the  rest  of  the  world. 
Fixed-income  markets  in  Eu- 
rope, Japan,  Latin  America, 
and  Southeast  Asia  that 
looked  promising  at  the  start 
of  1994  have  proved  to  be  full 
of  land  mines.  But  now,  there 
is  reason  to  hope  the  sell-offs 
are  starting  to  subside  and 
that  markets  wall  soon  reach  a 
point  where  the  positive  fun- 
damentals can  once  again  take 
precedence  over  panic. 

"It  still  looks  real  dark  and 
ugly,"  says  Lawrence  J.  Daly, 
senior  portfolio  manager  of 
Putnam  Investments'  Global 
Governmental  Income  Trust. 
"But  sometimes  that's  the 
best  time  to  get  involved." 

Most  individual  investors 
who  bought  into  global  and 
international  bond  funds  fol- 
lowing last  year's  rallies  in 
European  markets  have  faced 
losses  so  far  this  year.  In 
1993,  these  funds  returned 
16%.   For  the  increasing 
number  of  funds  that  in- 
vest in  emerging-mar- 
ket debt,  the  contrast 
between    this  year 
and  last  has  been 
even  more  stark:  At 
the   end   of  1993, 
funds    with  more 
than  half  their  assets 
invested  in  develop- 
ing economies  were 
up  15.5%.  So  far  this 
year,  their  total  return 
is  -6.17%. 

easing  in.  On  the 

bright     side.  that 
means  there  are  bet- 
ter values  waiting  to 
be  snapped  up  than 
there  were  in  the  be- 
ginning of  the  year. 
With  yields  up  and  pric- 
es down,  fund  managers 
are  starting  to  find  opportu 


nities  amid  the  wreckage. 
"There  are  some  good  buys 
out  there,"  says  Amy  Arnott, 
a  mutual-fund  analyst  at 
Morningstar  Inc..  "although  I 
would  not  lie  surprised  to  see 
more  volatility,  especially  in 
emerging  markets  and  in 
Europe." 

If  you've  held  one  of  these 
funds,  you've  probably  borne 
the  brunt  of  your  losses.  If 
you  were  lucky  enough  not  to 
have  leaped  into  the  arena  un- 
til now,  consider  easing  in  by 
investing  a  set  amount  at  reg- 
ular intervals,  so  as  to  buy 
more  when  prices  are  low  and 
less  when  prices  are  high— a 
strategy  known  as  dollar-cost 
averaging.  For  now,  don't  put 
more  than  10%  to  20%  of  your 
fixed-income  portfolio  into 
these  funds. 

Sorting  out  funds  to  buy 


can  be  difficult.  Fund  compa- 
nies have  created  a  spectrum 
of  foreign-bond  funds  that  em- 
ploy a  variety  of  strategies, 
have  different  risks,  and 
hedge  to  protect  against  a 
strengthening  dollar  to  vary- 
ing degrees.  Depending  on 
the  kind  of  fund  you're  select- 
ing, you  need  to  keep  differ- 
ent themes  in  mind. 
HOT  DEMAND.  Tin-  argument 
for  investing  a  portion  of  your 
bond  portfolio  in  foreign  fixed- 
income  remains  compelling. 
You  have  to  take  on  more 
risk,  but  you  can  get  higher 
yield  plus  diversification  from 
U.  S.  rate  fluctuations.  Indi- 
viduals shouldn't  venture  into 
the  complex  world  of  foreign 
bond  trading  on  their  own,  al- 


though some  brokerage 
es  parlay  choice  bonds  to 
\iduals.  For  less  headache 
lower  expenses,  you  can 
management  of  a  portfoli 
bonds  with  mutual  funds 

Emerging-market  fu 
which  invest  in  the  deb 
developing  nations  in  So  : 
east  Asia,  Latin  Ame:  - 
Eastern  Europe,  and  Afp 
are  the  riskiest  of  the  lot, 
industry  has  been  quic 
bring  out  more  new  func 
this  type  to  assuage  wha 
peared  to  be  insatiable  ir 
tor  demand.  Scudder  jus 
troduced  its  Emer 
Markets  Income  Fund 
Blanchard  Group  ere 
Emerging  Markets  Grow 
Income  Fund,  the  first 
end  fund  to  invest  in 
debt  and  equities. 

But  some  investors 
not  have  been  preparec 
the  outcomes.  Fidelitv 


c 

ma 


New  Markets  In< 
Fund  has  lost  about  50 
its  total  assets  since  its 
cipitous  drop  in  share 
in  February.  In  the  pas) 
weeks,  the  assets  have 
steady,  as  new  investors 
come  in  "hoping  to  catcl 
bottom,"  says  portfolio  | 
ager  Rob  Citrone. 

To  analyze  these  fund; 
need  to  look  at  credit  qt 
which  depends  mainb 
whether  economic  and  j 
cal  reforms  take  t 
Emerging  markets  stai 
grow  at  a  rapid  pace  an< 
continue  to  need  foreign 
tal  to  fund  their  dev 
ment— and  they  will  ha 
pay  higher  yields  to  g 
One  plus:  Many  of  the  s 
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ire  denominated  in  U.  S. 
5,  which  limits  the  funds' 
icy  risk. 

contrast,  when  looking 
i  bonds  of  developed  re- 
-  mainly  Japan  and  Eu- 
-the  credit  risk  of  indi- 
!  countries  is  not  very 
icant.  As  in  the  U.  S., 
matters  more  is  the 
of  the  country's  econo- 
id  the  direction  of  inter- 
tes.  But  many  of  these 
also  venture  into 
ring  markets.  Fidelity 
l  Bond,  for  example,  in- 
in  the  debt  of  Argenti- 
alaysia,  and  Mexico. 
)  kinds  of  funds  invest 
debt  of  developed  coun- 
International  bond  funds 
^alue  outside  the  U.  S. 
ormally  have  less  than 
i  their  assets  invested 
U.  S.  Less  risky  are  glo- 
nd  funds,  which  usually 
it  least  25%  of  their  as- 
1  U.  S.  debt.  Long-term 
ors  have  been  able  to 
>out  two  per- 
e  points  more 
xom  a  global 
lio  and  three  or  four 
more  from  an  interna- 
over  a  domestic  govern- 
aond  fund,  Daly  says. 
HEDGES.  These  funds 
ypically  practice  hedg- 
i  try  to  minimize  the 
i  icy  risk.  International 
funds,  which  are  pur- 
by  investors  who  want 
^ersity  of  foreign  bonds, 
less  use  of  hedging.  But 
dollar  strengthens  in 
is  many  predict  it  will— 
•eturns  will  suffer.  T. 

Price  International 
s  90%  unhedged  and  re- 
I  20%  in  1993  when  the 
was  weak,  but  was 
1%  at  the  end  of  Febru- 
lternational  fund  man- 
can  hedge  when  they 
t.  Larry  Teitelbaum, 
er  of  Scudder  Interna- 
ls Bond  Fund,  protected 
id  from  a  rising  dollar 
p  I  ng  currency  "forwards" 
I  n   1993,  but  removed 
hedges  in  February. 
>al  funds  will  generally 
>  hedge  out  currency 
>ut  the  more  managers 
.  the  more  yield  they 
ji  p.  If  you're  looking  for 
volatility,  look  for  a 


Fund  type 


THE  WIDE  WORLD 
OF  FOREIGN  BOND  FUNDS 

Total  return 

Description  1 993  Year-to-date* 


SHORT-TERM  GLOBAL  BOND 


Invests  in  short-term,  high-quality  debt  in  various  currencies,  5.5%  -1 .5% 
hedging  them  against  each  other  to  minimize  risk 


GLOBAL  BOND 


Invests  mainly  in  fixed-income  securities  of  Japan  and  Europe  1 9.3  -4.1 
and  has  at  least  25%  of  its  assets  in  the  U.S. 


INTERNATIONAL  BOND 


Can  invest  in  all  markets  except  the  U.S.,  but  sticks  mainly  1 4.2 
to  high-quality  bonds  of  Europe  and  Japan 


MARKET 


mmmm 

Invests  in  debt  of  developing  countries  in  Latin  America, 
South  East  Asia,  and  Eastern  Europe 


15.5 


-2.7 


-6.2 


•Through  Mar  18,  1994 


DATA  MORNINGSTAK  INC,  BUSINESSWEEK 


fund  that  is  fully  hedged,  such 
as  G.  T.  Global  Government 
Income,  says  Morningstar's 
Arnott.  This  top-rated  fund 
enjoyed  a  25.5%  total  re- 
turn in  199.!. 

The  least 


Open-end  and  closed-end 
bond  funds  offer  the  same 
swath  of  choices.  The  advan- 
tage of  choosing  a  closed-end 
fund  is  that  you  can  frequent- 
ly buy  it  at  a  discount  to  its 
net  asset  value. 


risky  alternative  is 
short-term  global 
funds.  Such  funds 
invest  in  highly 
rated  securities 
throughout  the 
world  and  "cross 
hedge,"  or  hedge 
various   curren-  ^ 
cies  against  each 
other    based  on 
their  traditional  re- 
lationships. The  funds 
became  popular  in  1991 
but  quickly  developed  a 
bad  reputation  when  Euro- 
pean currencies  suffered  de- 
valuations in  1992,  and  the  re- 
lationships bet  ween  currencies 
they  had  used  to  hedge  fell 
apart.  Investors  fled,  and  total 
assets  fell  from  $20  billion  in 
1991  to  $9  billion  at  the  end  of 
1993.  Fidelity  Short-Term  s 
World  Income  and  Alliance    s  \ 
Short-Term  Multi-Market 
Trust  have  fared  better-  than 
some,  says  Arnott. 


Then,  for  the  same  invest- 
ment, you  get  higher  yield 
and  the  potential  for  both  the 
share-]  >r ice  and  net  asset  val- 
ue of  the  fund  to  increase. 

Despite  recent  turmoil,  the 
fundamentals  that  argue  for 
strong  global  fixed-income 
markets  haven't  changed,  says 
Wayne  I).  Lyski,  manager  of 
Alliance  North  American  Gov- 
ernment Income  Trust,  which 
invests  mainly  in  the  U.  S., 
Canada,  and  Mexico.  The  cre- 
ditworthiness of  developing 
nations  will  continue  to  im- 
prove, so  the  value  of  their 
bonds  should  increase,  he 
says.  "I  don't  expect  a  mira- 
cle, but  I  think  the  fundamen- 
tals will  reemerge,"  he  says. 

Likewise,  in  Europe  and 
Japan,  "the  economic  funda- 
mentals clearly  argue  for  low- 
er rates,"  Lyski  says.  That  is 
because  those  economies  are 
still  weak,  and  inflation  is  fall- 
ing. Generally,  Europe  and  Ja- 
pan arv  judged  to  be  a  year 
or-  more  behind  the  U.  S.  in 
economic  recovery.  Since  they 
are  at  different  stages  of  the 
economic  cycle,  they  should 
not  correlate  with  changing 
tides  of  U.  S.  interest  rates. 
The  investors  who  get  in 
now  will  at  least  have  a 
clear  perception  of  the 
potential  risks.  Politi- 
cal events,  of  course, 
can  always  throw  off 
the  markets,  as  was 
evidenced  most  re- 
cently by  the  de- 
cline   in  "Brady 
bonds"  of  Mexico 
and  other  Latin 
American  coun- 
tries following  the 
assassination  on 
Mar.  24  of  Mexico's 
leading  presidential 
candidate 

There  are  likely  to  be 
more  shocks  to  the  bond 
markets  this  year.  If  you  buy 
now,  you  may  get  a  bargain. 
Be  prepared,  however:  "Our 
feeling  is  that  we  are  in  for 
more  surprises  this  year,  and 
of  course  it  usually  is  things 
you  haven't  thought  of,"  says 
Teitelbaum.  The  wild  ride 
might  continue,  but  if  you  in- 
vest wisely,  you  should  be 
able  to  cushion  the 
shock.    Amey  Stone 
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Phoning 


HOW  TO  DIM 
YOUR  WAY 
ONTO  A  PLANE 

The  latest  ammo  in  the 
the  battle  for  phone  cus- 
tomers is  frequent-flier 
miles.  Since  Dec.  18,  when 
AT&T  joined  MCI  Communica- 
tions and  Sprint  in  offering 
miles  for  long-distance  phone 
calls,  it  has  been  easier  than 
ever  to  talk  your  way  into  a 
free  trip.  And  since  phone 
companies  are  allied  with  dif- 
ferent airlines,  you  may  want 
to  switch— to  chalk  up  miles 
on  the  carrier  of  your  choice. 

All  the  programs  award 
five  frequent-flier  miles  per 
dollar  spent  on  long-distance 
calls,  plus  a  bonus  of  2,000  to 
5,000  miles  when  you  sign  up. 
With  at&t's  True  Rewards 
1800  358-823:3),  you  must 
spend  a  minimum  of  $25  a 
month   to  earn   miles.  But 


AT&T's  program  is  the 
most  flexible  because 
it  has  three  partners: 
Delta,  United,  and 
USAir.  MCI  (800  284- 
0980)  has  two,  North- 
west and  American, 
and  Sprint  (800  877- 
7746)  has  TWA.  AT&T 
and  MCI  let  you  split 
miles  between  air- 
lines, but  AT&T  alone 
lets  you  pool  miles 
with  other  customers 
to  earn  a  ticket  for  a 
friend,  relative— or 
yourself.  Roth  AT&T 
and  Sprint  offer  alter- 
natives for  the  earth- 
bound.  AT&T  lets  you 
redeem  long-distance 
dollars  for  free  phone 
calls  ($100  spent  buys 
a  free  half-hour)  or  cash 
(5<f  per  dollar  spent).  With 
Sprint's  Priority  Rewards, 
there  are  discounts  on  travel 
and  sundries  such  as  movie 
tickets  and  cassette  players. 
GAB  POWER.  On  most  airlines, 
you  need  20,000  miles  for  a 
domestic  round-trip  ticket,  so 
it  could  take  four  years  of 


$100-a-month  hills  to  get  off 
the  ground  on  gab  power.  But 
you  can  boost  your  mileage: 
mci  lets  you  pay  your  phone 
bill  with  an  affinity  Master- 
Card or  Visa  distributed  by 
most  airlines,  advises  Randy 
Petersen,  editor  of  InsideFlyer 
magazine.  That  gives  you  five 
miles  per  dollar  from  MCI  and 


an  extra  mile  per 
lar  charged  on 
credit  card.  "Con 
those,  and  you're 
ing  toward  the  b 
in  Hawaii  for  fr 
little  faster,"  he 
Also,  Sprint 
new  sign-ups  10 
per  dollar  for  the 
six  months  and 
frequent-flier  gold 
holders  seven  mi 
dollar  thereafter 
So    far,  the 
three   phone  g 
limit  such  awar< 
residential  calls, 
second-tier  phone 
pany,  Capital 
Travel  (800  324-'; 
which   is  partr 
with  Contint 
gives  you  five  miles  per 
for  business  calls,  too 
lets  you  charge  the  b: 
your  affinity  card.  "You 
have  only  a  $50  home  j 
bill,"  says  Peterson,  "1 
$2,000  bill  for  your  bust 
At  that  rate,  you  could 
for   the   beach  every 
months.  Pom 


But 


Disability  coverage  is  one 
of  the  few  kinds  of  in- 
surance that  offers  unisex 
rates  on  premiums.  Life  in- 
surance costs  less  for  females 
because  they  live  seven  years 
longer  than  males,  on  aver- 
age. And  auto  insurance 
costs  young  men  more  than 
young  women  because  men 
are  twice  as  likely  to  die  in  a 
car  crash.  Now,  disability  in- 
surers are  joining  the  crowd 
with  gender-based  rates  that 
will  raise  women's  costs  and 
lower  men's. 

Unisex  disability  coverage 
has  been  around  since  1983, 
when  the  Supreme  Court 
ruled  that  retirement  bene- 
fits must  be  calculated  with- 
out regard  to  sex.  The  ruling 
didn't  address  disability  spe- 
cifically, but  insurers  as- 
sumed it  applied  to  group 
plans  and,  for  simplicity,  ex- 
tended it  to  individuals. 

But  now,  disability  insur- 
ers are  changing  their  minds 
because  the  equal  approach 
is  costing  them  money.  In  the 
past  six  months,  4  of  the  top 


Smart  Money 

'vive  la  difference; 
say  disability  insurers 


10  companies  have  announced 
plans  to  switch  back  to  sex- 
distinct  rates,  and  industry 
analysts  say  it's  only  a  mat- 
ter of  time  before  all  of  them 
follow.  That's  because  women 
are  much  more  likely  to  file 
disability  claims  than  men— 
primarily  because  of  pregnan- 


POLICY  PRICING 
BY  GENDER 


Age  Monthly  Premiums* 

Male     Female  Unisex' 


25 

$1,388 

$2,119  $1,550 

40 

2,864 

3,975  2,924 

55 

5,530 

5,810  5,530 

'For  a  person  who  makes  SI 00,000  o  year 
and  wants  ihe  polity  lo  (over  80%  of  losl  in- 
come when  disabled;  benefits  begin  after  90 
days   "Group  policies  only 

DATA  PAW.  REVERE  LIFE  INSURANCE  CO 


cy  complications  and  stress, 
says  Rosanna  Milley,  a  princi- 
pal at  Apex  Management 
Group,  a  benefits  consultant 
in  Princeton,  N.  J.  Claims  run 
as  much  as  100%  higher  for 
females  under  40  but  slowly 
decrease  to  the  level  of  males 
when  a  woman  approaches 
60.  Sex-distinct  individual 
premiums  for  men  should 
drop  by  as  much  as  15%, 
while  women's  will  jump 
some  20%,  depending  on  age 
and  occupation,  says  a  Guar- 
dian Life  official. 
fast  footwork.  Among  in- 
surers switching  are  North- 
western Mutual  Life,  Provi- 
dent Life  &  Accident,  Paul 
Revere  Life,  Guardian  Life, 
and  Minnesota  Mutual.  UNUM 
Life,  another  large  insurer, 
hasn't  made  a  final  decision— 


but  it's  headed  that 
"You  have  to  look  at  it 
competitive  puzzle,"  say 
Ostrander,  a  UNUM  s 
vice-president  who  bel 
his  company  might  lose 
ness  from  males  if  he  d( 
offer  sex-distinct  rates. 

The  insurers  are  jus| 
ginning  to  file  the  new 
with  state  insurance  d 
ments,  so  they  should 
effect  within  the  next 
months.  But  unisex  rate 
remain  in  Montana, 
mandated  equal  pricii 
1985  for  all  types  of  i 
ance.  Many  insurers,  ir 
ing  Guardian  and  Provi 
will  offer  equal  rates  fo 
ployer-sponsored  plans. 

So  women  should  loc 
a  unisex  plan  and  sig 
fast:  Insurers  can't  el 
your  rate  once  you've  b 
a  policy,  even  if  they 
start  to  charge  accordi 
sex.  Men  who  are  sho 
around  can  go  to  insu 
companies  that 
switched— or  just  take 
sweet  time.  Chris 
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you  could  have  gone  out  on  the 
town  a  lot  more  often  with  the 
money  you  put  into  the  invesco 
Multi-Asset  Allocation  Fund. 

but  you  had  another  town  in  mind 


If  you  want  an  investment 
that  could  take  you  far.  without 
making  you  feel  like  you've  gone  too 
far  out  on  a  limb.  we  suggest  the 
INVESCO  Multi-Asset  Allocation  Fund. 

This  new.  no-load  mutual 
fund  is  different  than  many 
asset  allocation  funds  because 
it  invests  in  six  asset  classes 
instead  of  the  usual  three, 
it  invests  in:  stocks  of  large 
capitalized  companies.  stocks  of 
small  caps.  fixed-income  securities, 
equity  real  estate  securities, 
international  securities  and  cash. 
This  gives  the  Multi-Asset  allo- 
cation Fund  the  flexibility  to  take 
advantage  of  a  much  wider  range 
of  market  opportunities.  Yet  your 
risks  are  reduced  because  your 
investment  is  diversified. 

Of  course,  past  performance 
is  no  guarantee  of  future  results, 
but  invesco  has  been  helping 
investors  like  you  for  over  60  years, 
so  call  today  for  a  prospectus. 
You'll  receive  more  complete 
information.  includpng  management 
fees  and  expenses.  read  the  prospectus 
carefully  before  you  invest  or 
send  money.  invesco.  just  one  of 
the  smart  choices  you've  made.5" 


INVESCO  FUNDS 


800-320-4  52  5 
EXT.  196 


!N  ASSUMES  REINVESTMENT  OF  ALL  DIVIDEND  AND  CAPITAL  GAIN  DISTRIBUTIONS  INVESTMENT  RETURN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT.  WHEN  REDEEMED  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR 
1EIR  ORICINAL  COST  INVESCO  FUNDS  GROUP.  INC.,  DISTRIBUTOR. 


Business  Week  Mutual  Fund  Profiles 


Get  the  premier  fund  analysis  on  the  funds 
of  your  choice  on  demand  and  up-to-date. 


BusinessWeek 


Beyond  news.  Intelligence. 
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unique  No  oth  cr  mutual  fund  report  combines  t 
strength  of  Business  Week  and  Morningstar.  Business  We- 
Mutual  Fund  Profiles  are  complete  with  the  fund  manage 
profile,  Morningstar  s  written  analysis  of  the  fund,  1-3-5  a: 
10  year  fund  performance,  fund  ranking  within  its  investme 
objective,  performance  vs.  the  S&P  500,  loads,  expense  tren 
and  much  more,  objective  Each  report  contains  t 
current  Business  Week  rating  and  the  Morningstar  5-St  iunt 
Rating.  That's  two  independent,  objective  evaluations  to  ht 
in  your  decision-making.  ©3SV  Call  our  toll  free  numb 
Tell  the  service  rep  the  name  or  the  ticker  symbol  of  the  fun 
you're  considering  buying.  Give  your  credit  card  numb 
address  and  preferred  method  of  delivery.  faSt  Witr 
minutes  by  fax,  you  can  have  in  your  hands  a  six  page,  ea 
to-understand,  up-to-date  report  for  each  of  the  muti 
funds  you're  evaluating.  Delivery  is  also  available  by  regu 
or  overnight  mail,  affordable  $9.95  per  Profi| 
plus  delivery.  This  is  truly  a  unique  opportuni 
Individual  profiles  are  available  for  over  3,500  fun 

call  now:  1-800-989-606 
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ge  from  last  week:  -0.1% 
ge  from  last  year:  1.4% 


1967=100  (four-week  moving  average) 


Mar.  19 
190.3 


Mar  July  Nov.  Mar. 

1993  1993  1993  1994 

production  index  was  virtually  unchanged  during  the  week  ended  Mar.  19. 
seasonally  adjusted  basis,  output  of  coal  and  lumber,  as  well  as  rail-freight 

,  increased.  Auto,  truck,  electric  power,  crude-oil  refining,  steel,  and  paperboard 

iction  all  declined.  Paper  output  was  unchanged  Before  calculation  of  the  four- 
moving  average,  the  index  stood  at  190.2,  little  different  from  the  previous 

s  190.3  reading. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  7.9% 

236   
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232.0 
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224. 
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Mar.  12 
231  8r 


July  Nov  Mar. 

1993  1993  1993  1994 

The  leading  index  increased  during  the  week  ended  Mar.  19.  Sharply  higher 
growth  rates  for  materials  prices,  real  estate  loans,  and  M2  money  supply  lifted  the 
overall  index.  Stock  prices  were  little  changed  during  the  week,  bond  yields  edged 
higher,  and  data  on  large-business  failures  were  unavailable.  Before  calculation  of 
the  four-week  moving  average,  the  index  rose  rather  sharply,  to  233.8,  from  231.7 
in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 


■  MMDHI.'MMW.I: 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

(3/26)  thous.  of  net  tons 

1,879 

1.854U 

4.0 

i  (3/26)  units 

141,842 

134,416r# 

2.0 

IS  (3/26)  units 

123,881 

1  14,208r# 

17.2 

IK  POWER  (3/26)  millions  of  kilowatt-hours 

54,419 

55,782# 

0.6 

■-OIL  REFINING  (3/26)  thous.  of  bbl./day 

12,713 

12,828" 

-3.6 

(3/ 1 '?)  thous.  of  net  tons 

22,533# 

20,929 

38.2 

BOARD  (3/1 9)  thous.  of  tons 

839.4# 

852  4r 

5.2 

(3/19)  thous.  of  tons 

836.0# 

836. Or 

4.9 

:R  (3/19)  millions  of  ft. 

496. 1# 

499  1 

1.0 

REiGHT  (3/19)  billions  of  ton-miles 

22.5# 

21.6 

16  0 

ss:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
an  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA;,  Association 
rican  Railroads 

REIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

ESE  YEN  (3/30) 

103 

106 

114 

IN  MARK  (3/30) 

1.67 

1  69 

1.59 

H  POUND  (3/30) 

1.48 

1.49 

1.54 

H  FRANC  (3/30) 

5.72 

5.77 

5.39 

MAN  DOLLAR  (3/30) 

1  38 

1.36 

1.26 

FRANC  (3/30) 

1.42 

1.43 

1.47 

AN  PESO  (3/30)J 

3  358 

3.335 

3.093 

!$:  Major  New  York  banks.  Currencies  expressec 
ixpressed  in  dollars 

in  units  per  U.S 

dollar,  except  for  British 

CIS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

(3/30)  S/troy  oz. 

387.150 

388.200 

14  6 

SCRAP  (3/29)  #1  heavy,  $/ton 

139.50 

139  50 

28  6 

iTUFFS  (3/28)  index,  1967=100 

219.5 

221  1 

7.9 

R  (3/26)  C/lb. 

95  0 

96.0 

-6.4 

NUM  (3/26)  C/lb. 

63.3 

62  0 

17.7 

'  (3/26)  #2  hard,  S/bu. 

3  59 

3.64 

-5.8 

N  (3/26)  strict  low  middling  1-1/1  6  in.,  C/lb. 

72  24 

72.28 

29.7 

'SI  London  Wednesday  final  setting,  Chicago  mar 
(ansas  City  market,  Memphis  market 

ket.  Commodity  Research  Bureau,  Metals 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/25)  S&P  500 

466.16 

469.16 

3.9 

CORPORATE  BOND  YIELD,  Ana  (3/25) 

7.49% 

7.46% 

-1.3 

INDUSTRIAL  MATERIALS  PRICES  (3/25) 

97.5 

97.4 

-2.5 

BUSINESS  FAILURES  (3/18) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (3/1 6)  billions 

$418  0 

$416.6r 

2  8 

MONEY  SUPPLY,  M2  (3/u) billions 


$3,550.0      $3,542  9r 


3  3 


INITIAL  CLAIMS,  UNEMPLOYMENT  (3/1 2)  thous 


345 


350 


-2.5 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Feb.)  billions  $145 .0 

$148. 8r 

7.8 

NEW  HOME  SALES  (Feb  )  annual  rate,  thous. 

649 

637 

8.3 

MANUFACTURERS'  INVENTORIES  (Feb.)  billions 

$380.0 

$378  9 

0.2 

MANUFACTURING  SHIPMENTS  (Feb  )  billions 

$271.2 

$268.3 

5.6 

Sources:  Commerce  Dept. 

■  '.M'l^.'lH.lf/W,!-  ■■■in  

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/14) 

$1,141.6 

$1,140  4r 

10.6 

BANKS'  BUSINESS  LOANS  (3/16) 

286.4 

283.4r 

2.5 

FREE  RESERVES  (3/16) 

l,055r 

1,1 09r 

-1 1.9 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/16) 

155  7 

150  9r 

3.5 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expresse 

i  for  a  rwo- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/29) 

3  45°o 

3.44% 

3.18% 

PRIME  (3/30) 

6.25 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (3/29) 

3.87 

3.92 

3.19 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/30) 

3.83 

3.78 

3.12 

EURODOLLAR  3-MONTH  (3/25) 

3.79 

3  75 

3.13 

Sources:  Federal  Reserve,  First  Boston 


lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
iern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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INVESTMENT  CHALLENGE 


LEADERS 


Week  "8«  Closing  Values  as  o7^/23/94  || 


Ai  the  end  of  competition, 
March  31. 1994,  the  partici- 
pant with  the  highest  equity 
value  will  win  a  1994  Lincoln 
Mark  VIII  plus '2,000  in  cash. 
Other  winners  will  win  cash, 
financial  software  and  Market 
Master  [-shuts  for  their 
performance. 


Here  are  the  leaders  in  the 
Fidelity  Investment 
Challenge.  On  February  I, 
over  5,500  amateur  investors 
began  trading  with  a  fictional 
>250,000  portfolio.  Over  the 
course  of  the  next  2  months, 
they  will  buy.  sell,  or  short 
sell  any  stock  listed  on  the 
NYSE.  AMEX.  or  OTC. 


THE  TOP  30  AMATEUR  INVESTORS 

Rank  Investor  City.  State  Equity  Value 


Raymond  Olson  Jr. 
Doug  McNeely 
JeH  Waller 
Eric  Gee 

John  E.  Bragdon 
James  Faller 


Ocean  Grove,  NJ 
Fort  Worth.  TX 
Aromas.  CA 
San  Francisco.  CA 
Femple  Hills.  MD 
Drums.  PA 


Lawrence  H.  Cheung  Houston.  TX 


C.R.  High 
Simon  Chan 
William  Duffy 
Pablo  Alvarez  Jr. 
Howard  Mackey 
Julia  M  Russell 


League  City.  TX 
Columbia.  SC 
Joliet  IL 
Hialeah.  FL 
Teaneck.  NJ 
Orange  City.  FL 


Clarence  G.  Johnson  Federal  Way.  WA 


Tim  Hasara  Springfield.  IL 

Cnstopher  Rosado  Floral  Park.  NY 

Dick  Bennett  Ovetland  Park.  KS 

Perry  Paragamian  Racine.  Wl 

Mike  Clements  Lynnwood.  WA 

Howatd  Goldberg  Fair  Lawn.  NJ 

Chris  Costanzo  Austin.  TX 

Jay  Christiansen  Bradenton.  FL 

Anthony  Young  Tempe,  AZ 

Enc  Newman  Fairfield.  CT 

Daniel  Wl.  Graff  Tolland.  CT 

Ron  Black  Redmond.  WA 

Brian  Tripodina  Cheshire.  CT 

Walt  Ruman  Warner  Robins.  GA 

Michael  Bender  Anaheim.  CA 

Bnan  Boyer  Nazareth.  PA 

THE  COMPETITION  UP  CLOSE 

Average  Portfolio  Value  $239,425 

Average  Percentage  Increase  -4.25% 

Average  Number  of  Trades  Used  20 

Portfolio  Value  of  the  100th  Ranked  Account  $296,546 

The  Fidelity  Investment  Challenge  is  Sponsored  By 


$426,633 
$395,1  15 
$373,237 
$365,458 
$358,540 
$357,482 
$354,665 
$352,342 
$348,390 
$347,470 
$344,1  87 
$343,1  1  8 
$341,778 
$341,608 
$340,376 
$335,005 
$332,1  95 
$331,101 
$329,140 
$328,501 
$327,609 
$326,743 
$326,049 
$324,249 
$323,573 
$323.51 
$323,1  87 
$322,487 
$322,462 
$321,400 


Fidelity  Investments 

^  Discount  Brokerage 

With  Special  Thanks  To 

1  LINCOLN 
^MERCURY 


For  information  on  upcoming  Fidelity  Challenges,  call 

1  800  858.1994  &t25 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC  67 
Actel  108 
Acusphere  115 
Advanced  Micro 

Devices  108 
Alcatel  48 
Alliance  116 
AlliedSignal  115 
American  Airlines  118 
American  Broadcasting  30 
American  Express  76 
American  Home 

Products  54 
America  Online  74 
Americare  Health 

Group  92 
Ameritech  100 
AMG  Data  Services  88 
Apex  Management 

Group  118 

Associated  Newspapers  98 
AT&T  28,  48,  108,  118 
Aubrey  G  Lanston  43 

B 


Delphi  Management  96 
Delta  Air  Lines  17,  118 
Detroit  Free  Press  74 
Dialog  74 

Digital  Equipment  67 
Dow  Jones  74 
DRI/McGraw-Hill  51 
DuPont  96 


Educational  Alternatives  98 
Electronic  Arts  102 
E  ll  4 

Ericsson  (LM.)48 
Exar  108 


Banamex  24 
Banca  Nazionale  di 
Lavoro  51 

Bartle  Bogle  Hegarty  84 
Bausch  &  Lomb  76 
Bear  Stearns  100 
Bell  Atlantic  74,  100 
Bell  Canada  28 
Biofield  115 
Blanchard  Group  116 
Blockbuster 
Entertainment  40,  67 
Bloomberg  Financial  74 
Bombay  88 
Borland  40 
Bridge  Information  32 
BristofMyers  Squibb  54 
Brooktree  108 
Brouwer  &  Janachowski  88 
Burger  King  30 


Cablevision  Systems  100 
Capital  Cities/ABC  40 
Capital  TeleTravel  118 
Carneiro  Chumney  92 
Caserta  Group  10 
Chartered 

Semiconductor  108 
Ciba-Geigy  54 
Cirrus  Logic  108 
Coca-Cola  76 
Collegiate  Pacific  92 
CompuServe  74 
Continental  Airlines  118 
Coopers  &  Lybrand  92 
Cypress 

Semiconductor  108 
Cyrix  108 

D 


Dalgety  84 

Data-Star  74 

Dataquest  102 

Dean  Witter  Reynolds  67 


Fairmont  Fund  88 
Fidelity  Investments  1 16 
Fidelity  Magellan  Fund  88 
Fidelity  Southeast  Asia 
Fund  88 
Fininvest  51 
First  Executive  4 
Frito-Lay  76 

G 


G  Heileman  28 
Gibson,  Dunn  & 

Crutcher  67 
Gillette  Holdings  4 
Global  Governmental 

Income  Trust  1 16 
Group  EFO  54 
Grumman  40,  96 
GT  Global  Government 

Income  116 
Guardian  Life  118 
Gunther  International  4 

H 


Hachette  76 
Hearst  40 
Helene  Curtis  76 
Hewlett-Packard  108 
Hoffman  York  & 

Compton  6 
Home  Depot  102 

I 


James  D  Wolfensohn  40 
Janus  Mercury  Fund  88 
Japan  Fund  88 
J  C  Penney  76 
Johnson  &  Johnson  54 
Journal  of  Commerce  74 

K 


IBM  40,  108 

Imperial  Chemical 
Industries  40 
Information  Resources  54 
Intel  88,  108 
Interco  4 
Italtel  48 

in  4 


Levi  Strauss  84 
L.H.  Alton  67 
Lifetime  40 

Lincoln  Mint  Network  67 
Lirtiefield  Adams  92 
Lockheed  74 
Logicon  96 
Logotel  92 
L'Oreal  10 

Lotus  Development  40,  102 
LSI  Logic  88,  108 
Lynch,  Jones  &  Ryan  74 

M 


Mariner  Investment  74 
Martin  Marietta  96 
MasterCard  76,  118 
McDonald's  30 
McDonnell  Douglas  17 
McGraw-Hill  22 
MCI  76,  118 
McKesson  54 
McKinsey  &  Co  36 
Mead  Data  74 
Merrill  Lynch  88,  96,  100 
Metropolitan  Fiber 

Systems  100 
Micron  Mining  Metals  67 
Microsoft  40,  102 
MIM  Stock  Appreciation 

Fund  32 

Minnesota  Mutual  118 
MMS  International  22 
Morgan  Stanley  20,  32 
Morningstar  88,  116 
Motor-Columbus  74 
MTV  100 

N 


QVC  96 

110 
j|0« ; 
Jose,  st 
\Jk 
tried  * 
)<oMi' 
I!  Dow 
wtlk 


Sachs  88 
Sakura  Bank  51 
Salomon  Brothers  96 
Samsung  67 
San  Antonio  Tent  & 
Awning  92 

San  Jose  Mercury  Ne<J«"'  ;: 
Saturn  76 
Scudder  116 
Seagram  96 
Seeq  Technology  1 
Seitel  96 

S.G.Warburg  100 
Shell  Oil  67 
Siemens  48 
Spectrum  Information 
Technologies  40 
Sports  Imprints  92 
Sprint  118 
Starbucks  88 
Steinwurtzel  Acquisitic 
SteHing  Winthrop  54 
Symantec  102 
Syntex  54 


NBC  6,  10,  76 
Neutrogena  76 
New  Balance  76 
New  England 
Consulting  54 
New  Valley  4 
Nickelodeon  100 
Nissan  28 
Nokia  88 

Norris  Communications  115 
Northern  Telecom  28 
Northrop  40,  96 
Northwest  Airlines  118 
Norttiwestern  Mutual 
Life  118 
Novell  40 
N  W.  Ayer  54 
Nynex  100 


Oberto  Sausage  76 
Ogilvy  &  Mather  84 

P 


Keene  4 
Knight-Ridder  74 
Knowledge  Adventure  102 
Kohlberg  Kravis  Roberts  96 


PaineWebber  67 
Paramount 

Communications  40,  100 
Paramount  Pictures  67 
Pathfinder  Research  108 
Paul  Revere  Life  118 
PC  Research  102 
Pemex  24 
PepsiCo  76 
Peregrine  Solutions  4 
Phi/ade/pfiia  Inquirer  74 
Philip  Morris  30 
Philips  Electronics  98 
Procter  &  Gamble  54,  76 
Provident  Life  1 18 
Prudential  Insurance  40 
Putnam  Investments  116 


,08 

W 

HIM! 
(Oil! 
Mil! 
B(l 

HOC 


HI  IK 


HE 


Tanaka  Capital 

Management  96 
Tele-Communications 

100 
Teleport 

Communications  1 
Telerate  74 
Telefonos  de  Mexico 
Telor  Opthalmic 

Pharmaceuticals  6 
Texas  Instruments 
Time  Warner  16,  76 

100 
Toyota  76 
T.  Rowe  Price  88,  11 
TWA  118 

U 


IliKK. 


JIM 

101  un 


United  Airlines  40,  1 
UNUM  Life  118 
UPS  34 
USAir  118 
USA  Video  67 
U  S  West  67 


Vanguard  32,  88 
Vatex  America  92 
Viacom  40,  100 
Visa  118 

VLSI  Research  108 

w 


Warner  Bros.  67 
Waters  Information 
Weitek  108 
Welsh  Publishing  Gr<|nt 
Wendy's  30 
Western  Union  4 
Whitehall  Laboratori 
Whittle  Communicati 
Whole  Foods  Marke 


Xilinx  108 


111 


111 

Hi  hi 


I  in 
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i  vestment  Figures  of  the  Wee 


ENTARY 

t  below!  As  the  first  quarter 
a  close,  stock-market  play- 
dn't  unload  fast  enough. 
>  wanted  to  raise  cash  and 
□t  profits  they  could  still 
.  The  Dow  industrials 
)y  more  than  240  points, 
o  levels  not  seen  since 
jvember.  Even  technology 
✓hich  held  up  well  for  most 
st  two  months,  gave 
The  pundits,  of  course, 
the  bond  market,  where 
-term  Treasury  bond 
above  7%,  for  stocks' 


Mar  24-30 


BONDS 

Mar.      Sept.  Mar. 


Mar  24-30 


440  1300 





1515  no 


THE  DOLLAR 

Mar      Sept.      Mar.     Mar.  23-30 


1 -week  change  52-week  change 

-4.9%  -3.5% 


1  -week  change 
-2.4% 


1465  90 

1452  26 

1440  80 

1415  70 


52-week  change 

+  1.0% 


1  -week  change 

-0.8% 


KET  ANALYSIS 


OCKS 


latest 


%  change 
Week  52-week 


NES  INDUSTRIALS  3626  8 

COMPANIES  (S&P  MidCap  Index)  172.1 

OMPANIES  (Russell  2000)  252  5 

PANIES  (Russell  3000)  258 .3 


-6.3 
-6.2 
-6.6 
-5.2 


5  6 
4  3 
10.1 
-0.1 


>N  STOCKS 


Latest 


>  change  (local  currency) 
Week  52-week 


(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
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detailed  explanation  of  this  page  is  available  on  request 
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A  LIFELINE  FOR  MEXICO'S  REFORMERS 


For  one  brief  moment,  it  was  feared  that  all  was  lost  in 
Mexico.  The  assassination  of  presidential  candidate  Luis 
Donaldo  Colosio  on  Mar.  23  led  to  a  fierce  power  strug- 
gle between  the  reform-minded  technocrats  around  President 
Carlos  Salinas  de  Gortari  and  the  old  guard  of  his  party,  the 
Institutional  Revolutionary  Party  (PRI).  American  investors, 
from  individuals  with  money  in  emerging-market  mutual 
funds  to  Detroit  auto  executives,  worried  that  economic  re- 
form might  not  survive  the  killer's  bullet. 

It  will.  A  major  victory  for  the  "NAFTA  progressives"  against 
the  dinosaurs  of  the  old  patronage  machine  led  to  the  selec- 
tion of  Ernesto  Zedillo  Ponce  de  Leon  to  replace  Colosio.  Ze- 
dillo, campaign  manager  for  Colosio  and,  like  him,  an  Ivy 
League-trained  technocrat,  is  certain  to  carry  on  Salinas' 
broad  economic-reform  policies  (page  24). 

This  is  good  news  for  Mexico  and  the  rest  of  Latin  Amer- 
ica, which  tends  to  follow  Mexico's  economic  lead.  Recent  coun- 
tryside revolts  in  Mexico  and  Argentina,  and  strikes  in 
Venezuela,  have  led  to  fears  that  Latin  America  might  re- 
vert to  a  populist,  protectionist  model.  The  choice  of  Zedillo 
makes  this  much  less  likely.  His  probable  election  will  curb 
the  slide  back  into  economic  autarky. 

That  doesn't  mean  Mexican  economic  policy  won't  change. 
The  Salinas  government  clearly  went  too  far  in  tightening 
monetary  policy.  Although  he  succeeded  in  driving  down  the 
inflation  rate  to  just  8%,  from  159%  in  1987,  Salinas  didn't 
deliver  on  promises  of  higher  growth  and  jobs.  He  put  Mex- 
ico into  recession  just  months  before  national  elections.  Now 


he  is  scrambling  to  provide  economic  relief  to  voters  to 
sure  Zedillo's  victory. 

Salinas  is  changing  policy  gears  fast,  and  Zedillo  is  expi 
to  go  even  further.  Spending  on  social  welfare  is  ri 
sharply  in  an  effort  to  make  peace  with  the  Chiapas  re 
And  el  pacto,  the  annual  wage-and-price  deal  between  un 
and  business,  could  be  renegotiated  to  increase  real  in© 
for  workers. 

The  big  challenge  for  the  technocrats  in  Mexico  is  whe 
they  can  manage  growth  as  well  as  they  managed  ret 
Zedillo  has  a  little  room  to  maneuver  without  reignitin 
flation,  but  not  much.  The  federal  budget,  in  surplus 
three  years,  is  only  slightly  in  the  red,  and  cash  can  stil| 
raised  by  privatizing  remaining  state-owned  assets. 

The  leadership  struggle  over  Zedillo  shows  that  this 
dangerous  time  for  Mexico.  The  opening  of  the  econoi 
creating  a  new,  more  independent  civitas,  a  civil  society 
dependent  on  the  state  for  jobs,  subsidies,  and  privile 
New  groups  are  thriving,  while  the  traditional  PRI  pill 
the  patronage-dispensing  pols,  the  old-style  labor  unions, 
the  landowners  of  Chiapas,  are  in  retreat.  The  NAFTA 
gressives  need  all  the  help  they  can  get  from  Washingt 

The  Clinton  Administration  deserves  a  tremendous  1: 
for  the  $6  billion  it  promptly  made  available  to  help  sup 
the  peso  and  provide  stability  during  Mexico's  touch-an 
week  of  political  infighting.  This  is  precisely  the  kin 
smart  diplomacy  needed  from  the  U.  S.  It  promotes  the  fo 
of  both  growth  and  democracy. 


GIVE  TODAY'S  TEENS  A  FIGHTING  CHANCE 


■  t  is  all  too  easy  for  fortysomething  baby  boomers  to  be 
I  condescending  toward  teenagers.  Teens  have  money  for 

■  clothes,  CDs,  and  cars.  They  don't  read  much,  they  have 
short  attention  spans,  and  they're  apathetic.  The  boys  don't 
have  to  worry  about  the  draft,  and  the  girls  have  more  op- 
portunities than  their  mothers. 

They  have  it  easy,  right?  Don't  bet  on  it.  Coming  of  age 
in  the  post-cold-war  era  is  a  lot  different  than  growing  up 
during  the  high-growth,  postwar  decades  of  the  '50s  and  '60s. 
Teenagers  see  their  parents  become  victims  of  corporate 
downsizing  as  entire  industries  disappear  in  a  swirl  of  tech- 
nological change.  They  will  soon  compete  for  work  within  a 
global  labor  pool  of  Asians,  Europeans,  and  Latin  Americans. 
They  live  with  the  constant  threat  of  downward  mobility.  How 
different  from  the  '60s,  when  baby  boomers  believed  that  they 
had  to  worry  about  the  problems  of  affluence. 

Worse,  teens  are  moving  into  adulthood  increasingly  ill- 
equipped  to  deal  with  the  new  world  around  them.  Divorce 
affects  a  huge  percentage  of  teens.  One  in  four  live  in  sin- 
gle-parent homes,  more  than  twice  as  many  as  in  1970.  The 
lucky  ones  live  in  families  in  which  both  parents  work.  That 


means  that  parents  spend  significantly  less  time  teac 
coaching,  and  nurturing  this  generation  than  did  boos 
parents. 

America  has  long  been  obsessed  with  the  boomer  g< 
ation,  one  of  the  largest  demographic  bulges  in  the  coun 
history.  Indeed,  the  boomers  themselves,  self-centered 
ways,  have  so  far  turned  a  blind  eye  to  the  teens. 

But  it  is  time  to  begin  thinking  about  the  social  ancj 
litical  ramifications  of  this  new  bulge,  which  will  crest  in 
at  31  million  people— exceeding  the  boomers'  high-water  ij 
in  1976.  The  marketing  industry  is  just  discovering  teens 
76).  But  society  in  general  has  yet  to  shift  its  attentiorj 

It  had  better  move  fast.  Demands  for  scarce  resource® 
already  leading  to  demographic  tensions.  Take  educatioiill' 
vesting  in  teens'  education  is  probably  the  single  mosjwi 
portant  thing  society  can  do  to  help  them  prepare  for  )e 
uncertain  future.  Yet  this  generation  is  coming  of  age* 
time  when  their  parents  are  revolting  against  higher 
taxes,  most  of  which  go  to  school  financing.  Imagine  wl] 
is  going  to  be  like  when  the  boomers  start  retiring  an 
teens  start  paying  taxes! 
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SHAKE  IT  OFF 


PAGE  32 


Remember  wken  color  T\s 
suddenly  became  affordable? 
Can  you  say  deja  vu? 


91 


nless  you  still  watch  a  black  and  white  TV  and  listen  to  8-track  tapes,  price  is 
probably  the  only  thing  stopping  you  from  getting  a  color  notebook.  In  which 


case,  we'd  like  to  introduce  you  to  the  Bravo  NB.  Not  just  because  it's  affordable,  but  also 


because  it  has  features  you  normally  don't  find  on  notebooks  costing  hundreds  more.  Like 


the  most  advanced  Dual  Scan  STN  technology,  which  gives  you  256  bright,  clear  colors  on  a 


full-size  9.5"screen.  To  make  sure  you  won't  have  to  wait  to  see  those  colors,  it  has  a  power- 


ful Intel  33MHz  486SX  microprocessor,  local  bus  video  and  512KB  video  memory.  It  also 


has  4MB  RAM  that  can  be  expanded  to  20MB  and  a  200MB  hard  drive.  There's  even  a 


Type  III  PCMCIA  expansion  slot  so  you  can  send  or  access  information  from  anywhere,  as 


well  as  enough  other  features  to  fill  that  column  to  your  right.  And  since  our  resellers 


perform  as  well  as  our  computers,  you  can  get  one  right  away  by  calling  800-876-4AST. 


All  of  which  should  make  choosing  a  color  notebook  as  simple  as,  well,  black  and  white. 
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POWERFUL 

Intel  486SX/33  or  25MHz 
microprocessor  with  integrated  8KB  cache 
Pre-installed  DOS,  Windows  3.1, 
and  B  Tools  business  utility  software. 
Emnronmentally  fnendly  NiMH 
battery  pack  for  extended  usage. 

ERGONOMIC 

Just  6.2  pounds  and  1.7  inches  high 
Integrated  trackball,  silent  travel 
keyboard  with  12  function  keys. 

CUSTOMIZE 

Dual  Scan  STN  color  models 
starting  under  $2,400' 
Active-matrix  color  and  monochrome 
models  also  available. 

EXPANDABLE 

4MB  RAM  standard, 
expandable  to  20MB  Hard  drive 
up  to  200MB.  PCMCIA 
Type  III  enhancement  cards. 

RELIABLE 

ExeCare  "  Plus:  one-year  warranty 
with  free  48-hour  expedited  repair 
Technical  assistance  24  hours 
a  day,  seven  days  a  week. 
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The  FCC  has  dropped  a  bomb  on  the  bridges  to  t\ 
interactive  superh  ighway. 

—James  Robbins,  president  of  Cox  Cable,  after  Southwestern 
called  off  its  deal  with  Cox,  citing  new  federal  cable-rate  rule: 
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FALLING  AXES 


UNEMPLOYMENT  101 
FOR  A  B-SCHOOL  DEAN 


Yet  another  business  school 
dean  has  lost  his  job.  To 
the  surprise  of  faculty  and 
students,  Edward  Fox  was  de- 
nied a  second  four-year  term 
as  dean  of  Dartmouth  Col- 
lege's Amos  Tuck  School. 

Dartmouth  President 
James  Freedman's  decision 
not  to  reappoint  Fox,  an- 
nounced only  on  campus, 
makes  it  the  59th  B-school 


without  a  dean.  Fox's  ouster 
came  after  a  review  in  which 
faculty,  students,  alumni,  and 
others  were  asked  to  write 
letters  commenting  on  his 
performance.  Freedman,  un- 
available for  comment,  did  not 
disclose  the  review's  findings 
in  a  meeting  with  Fox.  "Who 
knows  what  was  in  the  let- 
ters?" says  Fox,  former  head 
of  the  Student  Loan  Market- 
ing Assn.  (Sallie  Mae). 

Fox,  57,  led  a  $27  million 
capital  campaign,  added  exec- 
utive education  programs,  and 
further  diversified  faculty  and 
students.  Insiders  say  he  was 
a  victim  of  internal  politics. 
He  alienated  some  senior  fac- 
ulty who  criticized  his  bids  to 
recruit  more  aggressive,  re- 
search-based professors  and 
to  create  an  international 
studies  center.  Critics  believed 
the  center  would  be  what  one 
called  "a  fiefdom  of  power." 
Fox,  who  leaves  in  August, 
says:  "Not  everyone  agrees 
with  everything  you  want  to 
do."  John  Byrne 


FAULTY  TOWERS 

OPEN  SEASON 

ON  WHITE  ELEPHANTS 


tered  commercial  real  es- 
tate, right?  Office  vacancies 
for  central  business  districts 
are  at  last  coming  down— to 
16.8%  last  year  from  1992's 
17.6%.  "The  recovery  in  office 
space  has  begun,"  trumpets 


second  steal:  In  late 
snagged  a  nearby  Br 
edifice  for  $176  million 
tion  of  its  constructior 
And  in  Los  Angeles 
Western  Bank  sold  th« 
WCT  Building  (for  Worl 
Trade)  on  Wilshire  Bo 
for  just  under  $19  m 
late  1993.  The  local  jol 
stands  for  "Who  Cons 
This?"  Preforeclosure 
gage:  $42  million. 


JUST  SAY  'WHOA' 


DRUGMAKERS  GET  OFF  THE  HIGH  LIFE 


Drug-industry  executives 
were  all  set  for  their  an- 
nual conclave  at  a  luxurious 
resort.  But  then  they  became 
the  betes  noires  of  health  re- 
formers. So  the  Pharmaceuti- 
cal Manufacturers  Assn.  has 
nixed  plans  to 
stage  its  36th 
annual  meet- 
ing in  Scotts- 
dale,  Ariz.  In- 
stead, drug 
chieftains  will 
gather  in  Washing- 
ton's Stouffer-May- 
f lower  Hotel  on  May  1-2. 

PMA  honchos  decided  the 
lavishness  of  past  confabs 
would  send  the  wrong  mes- 
sage to  lawmakers  and  the 
public.  With  less  fun  to  be 
had,  the  usual  four-day  sched- 
ule has  been  halved.  The 
meetings  once  left  plenty  of 
time  for  golf,  tennis,  and  even 


target  practice.  This  year,  the 
only  targets  may  be  on  Capi- 
tol Hill,  where  CEOs  may  wish 
to  take  time  out  to  buttonhole 
legislators.        Joseph  Weber 


one  broker,  CB  Commercial. 

Well,  maybe.  But  property 
bottom-fishers  are  still  find- 
ing real  bargains  in  office 
buildings.  Like  Morgan  Stan- 
ley's tentative  agreement  with 
Citibank  to  buy  a  70%-empty 
mid  town  Manhattan  structure 
for  $90  million,  say  people  fa- 
miliar with  the  foreclosure 
sale.  That's  way  down  from 
the  $160  million-plus  estimat- 
ed cost  in  1989  to  construct 
34-story  750  Seventh  Ave. 
This  was  Morgan  Stanley's 


The  ultimate  examj 
deep  discount:  the  sak  ! 
Wang  headquarters  c 
in  Lowell,  Mass.  Bt 
about  $55  million 
since-humbled  compute 
more  than  a  decade  a 
complex  sold  for  a 
$525,000  on  Feb.  15.  T  < 
gains  aren't  only 
coasts:  CB  Commercia 
paid  only  $65  million 
cember  for  a  6-year-old 
go   tower   built  foi 
million.  Suzanne 


'X 


a  i.  i  r  y    <  ii 


TRADE  DOVES  SAY  the  Clinton  Adminis- 
tration is  starting  a  trade  war  with  Japan.  If  the 
White  House  isn't  satisfied  with  a  new  plan  to 
ease  imports  being  drawn  up  by 
Prime  Minister  Morihiro  Hosokawa, 
they  fear  that  the  U.  S.  will  retali- 

IN  REALITY,  these  trade  threats 
are  empty.  Because  the  two 
economies  are  too  intertwined, 
Washington  can't  afford  to  carry 
them  out.  If  it  did,  U.S.  industry 
could  lose  access  to  such  critica 
items  as  semiconductors.  Consumers  would 
scream  when  their  Toyotas  and  Sonys  cost  more. 


ate  with  hundreds  of  millions  of  dollars  of 
on  Japanese  products.  They  fret  that  po 
use  of  heavy-handed  Super  301  sanctio 
destabilize  the  Japanese  eco 
and  destroy  Hosokawa's  aft 
at  political  liberalization 

And  farmers  and  other  / 
cans  who  sell  to  Japan,  the 
No.  2  trading  partner,  couli 
retaliation.  Other  possibl 
tims:  the  many  American 
ployed  at  U.S.  plants  of  Jap< 
companies.  No  wonder  Japan  doesn't  ta 
bluster  seriously. 
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housands  of  IBM  products 
'our  easy-to-use  catalogs. 
)ne  toll-free  number. 


Now 

you  have  a  direct  line  to 
the  vast  array  of  IBM  products 
and  services  featured  in  the  IBM 
*ct  catalogs.  From  compilers  to  com- 
?  CPU  upgrades,  it's  all  here  and  it's  all 
a  1800  IBM-CALL  away. 

[  Direct  is  your  direct 
•ce  for  IBM  business 
lucts.  Simply  call 
'0  IBM-CALL  to  order  any  of  our  free 
[  Direct  catalogs.  You'll  find  the  latest 
Iware  and  most  advanced  software  for 
r  IBM  midrange  system,  a  wide  variety 
stworking  products  and  a  complete 
ction  of  IBM  mainframe  software. 

e  IBM  RISC  System/6000® 

rect  catalog  features  everything 
a  easy  upgrades,  workstations, 
ipherals  and  accessories  to  systems  and 
lication  software,  tools,  languages  and 
ities. 

e  IBM  AS/400®  Direct 

alog  makes  it  easy  to  order  upgrades, 
cessors,  peripherals  and  workstations, 
/ell  as  systems  and  application  software, 


/ 


1800 IBM- CALL 


tools,  languages  and  utilities.  It  also 
features  communications  and  LAN 
hardware  and  software,  client/server 
software  and  more. 

The  IBM  Networking  Direct 

catalog  gives  you  easy  access  to 
operating  systems,  communications 
hardware,  client/server  and  network 
management  software,  internet- 
working hardware  and  software, 
routers,  bridges  and  hubs,  as  well 
as  adapters  and  connectors. 

The  IBM  Mainframe 
Software  Direct  catalog 
puts  under  one  cover  all  IBM  main- 
frame operating 
systems;  application 
development  tools; 
client/server,  database  and  data 
delivery  software;  a  full  range  of 
systems,  network  and  storage  manage- 
ment tools;  plus  office  systems,  publishing 
systems  and  image  processing  products. 

To  place  an  order  or  request  your  free 
IBM  Direct  catalogs,  simply  dial  1 800 
IBM-CALL  (1 800  426-2255),  dept.  100B, 
or  complete  and  return  the  attached 
business  reply  card. 

It's  IBM  Direct  from  IBM. 


DIRECT 


SHOW  BIZ 


THIS  BARBARA 
IS  JUST  $39.95 


Country  singer  Barbara 
Mandrell  has  been  cutting 
records  since  1971,  which 
makes  her,  in  industry  par- 
lance, a  "senior  artist."  Newer 
country  stars  such  as  Garth 


country  GIRL:  Mandrell  h  ies  info 


Brooks  and  Reba  Mclntire  far 
eclipse  her  in  sales:  Mandrell 
has  never  had  a  million-seller. 
And  her  aging,  couch-potato 
fans  are  not  eager  to  enter 
music  stores,  the  realm  of  the 
nose-ringed  young.  "She's  a 
household  name,  but  she  has 
never-  had  a  real  huge  record- 


ing career,"  admits  husband 
and  manager  Ken  Dudney. 

So  Mandrell  is  trying  a 
new  approach:  TV  home  shop- 
ping. Starting  around  Apr.  15, 
a  half-hour  infomercial  will  air 
on  the  Nashville  Network, 
previewing  her  latest  work. 
Viewers  can  call  an  800  num- 
ber and,  for  $39.95,  order  a 
package  of  two  new  Mandrell 
alliums  and  a  video.  Only  af- 
ter three  or  four  months  will 
the  albums  be  available  in 
stores  or  played  on 
the  radio. 

Mandrell  is  the 
first  act  signed  by 
her  new  label,  Direct 
Records,  formed  last 
year  to  market  mu- 
sic—country and  oth- 
erwise—by infomer- 
cials.  Direct  Records 
hopes  to  push  an 
idea  pioneered  by 
others  to  lure  the 
older  set.  For  the 
past  two  Christ- 
mases,  Arista  Records  has 
shown  half-hour  infomercials 
for  such  middle-of-the-road 
stars  as  Kenny  G  and  Whit- 
ney Houston.  And  Viacom 
plans  to  test  the  concept  on 
its  MTV  and  VH-1  soon,  with 
an  eye  toward  starting  a  mu- 
sic home-shopping  network.  □ 


INFLATION  WATCH 


CHEAP  LAUGHS?  FORGET  IT 


These  days,  we're  all  pay- 
ing bigger  bucks  for  our 
yucks.  Or  so  says  the  1994 
Cost  of  Laughing  Index, 
which  is  put  out  yearly  by 
Santa  Cruz  (Calif.)  humor 
consultant  Malcolm 
Kushner.  According  to  ^ 
his  data,  compiled  from 
the  price  increases  of  l(i 
leading  humor  indicators, 
the  cost  of  a  good  knee- 
slapper  has  crept 
up  by  4.4%  in 
the  past  year. 
By  contrast, 
the  consumer 
price  index  for 
about  the  same 
period  had  risen  by  a  mere 
2.5%  at  the  end  of  February. 
"It  means  the  price  to  be 
cracked  up  has  been  jacked 
up,"  he  says. 


The  reason  for  this  is  un- 
clear, but  it's  no  laughing 
matter.  The  writer's  fee  for 
a  half-hour  TV  sitcom  rose 
4.5%,  to  $10,414,  up  from 
9,966  in  1993.  Comedy 
club  tickets  rose  an  av- 
erage of  4.9%,  to  about 
$11.  An  issue  of  Mad 
magazine  has  gone 
up  20<f  ,  to  $1.95.  On 
the  plus  side,  costs 
of  Groucho  glass- 
es, arrow-through- 
the-head  props, 
and  a  dozen  rub- 
ber chickens  have 
held  steady.  And 
a  pink-gorilla-gram 
is  still  $75  a  gig.  At  least 
yuck  inflation  has  slowed 
some.  The  1990  hike  was 
9.4%,  which  then  dropped  to  a 
level  4.4%  since.  □ 


DRAWN  AND  QUARTERED 


PROMOTIONAL  PLAYS 

CALL  IT 

GRANDSTANDING 


Quiz  Time:  What  city  and 
NHL  hockey  team  boast 
a  new  arena  called  General 
Motors  Place?  If  you  said, 
"Detroit  and  the  Red 
Wings,"  go  to  the  penalty 
box.  The  answer  is:  Van- 
couver and  the  Canucks. 

GM  Canada  is  putting 
up  an  undisclosed  amount 
to  attach  its  name  to  the 
(U.  S.)  $115  million  are- 
na, which  opens  in  the 
fall  of  1995.  It's  the  latest 
thing  in  corporate-identi- 
ty marketing:  There's  USAir 
Arena  outside  Washington, 
D.C.,  United  Center  in 
Chicago,  and  Shawmut  Cen- 
ter in  Boston. 


These  palaces  are  at| 
close  to  their  sponsors' 
quarters.  GM  doesn't 
have  a  factory  in  B  K)vativ 
Columbia,    but  spoke 
Stewart  Low  says  the  s<i.r 
makes   sense   in  a 
where  imported  cars  an 
ular.  And  GM's  arena  has  N ' 


GM  PLACE:  A  long  way  from  Mot' 


pany:  The  Utah  Jazs 
Delta  Center  in  Salt 
City— far  from  the  airline 
lanta  home.  At  least 
Delta  hub.     James  B. 


THE  BIG  PICTURE 

OVER 
THERE 

7.8% 


PERCENT  OE  U.S.  CORPORATE 
R&D  SPENT  OVERSEAS 


10.1% 


9.4% 


8.7% 


8.8% 


meet 


»r,  tui 


lerica 


in  m 


tei 


»-225- 


To  compete  in  the  global  economy  by  tailoring  products  to 
local  markets,  U.S.  industry  has  had  to  beef  up  its  overseas 
R&D  spending.  In  the  latest  survey,  foreign  spending  took 
an  ever-larger  share  of  industry's  total  R&D  outlays. 

DATA:  NATIONAL  SCIENCE  BOARD,  SCIENCE  S  ENGINEERING  IN0ICAT0RS-1993 


FOOTNOTES 


Consumer  credit  delinquency  rate  at  commercial  banks  in  February,  1984:  1.78%.  December,  '92:  2.43%.  December,  '93:  U# 
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iO\N  AN  INNOVATIVE 
COMMUNICATIONS 

MANUFACTURER 
iOT  WIRED  FOR  EVEN 
GREATER  SUCCESS. 


THE  SITUATION: 


Siecor  grew.  And  grew. 
They  needed  help  managing 
their  growth.  Olsten  went 
from  providing  5  to  150 
assignment  employees. 


a  competitive  world,  two  highly 
ovative  companies  form  a  global 
ance  to  become  one  of  the  world's 
ding  manufacturers  of  fiber  optic 
lipment.  So  where  does  this  company, 
:or,  turn  when  they  want  innovative 
fing  solutions?  Olsten  Staffing  Services, 
ten  has  helped  Siecor  manage  its 
>unding  growth  by  supplying  supplemental 
Dloyees  from  assemblers  and  operators 
clerical  and  accounting  personnel, 
ou  would  like  to  get  connected  for 
later  productivity  call  Olsten  at 
30-225-8367  or  contact  Allen  Gershlak, 
ior  Vice  President  Partnership  Programs, 
;  Merrick  Avenue,  Westbury,  NY  11590. 


K  Olsten 

1   Staffing  Services 


The  Working  Solution 


THE  EVALUATION: 

Olsten  listened  to 
Siecor  managers. 
And  learned.  Olsten 
staff  worked  with 
each  department 
to  gain  an  in-depth 
understanding  of 
the  situation.  A 
customized  plan 
specifically  for  Siecor 
was  developed. 


Bring  a  dedicated 
facilitator  on-site  to 
manage  assignment 
employees.  This 
included  recruiting, 
hiring,  orientation, 
safety  training  and 
ongoing  planning 
meetings  with  Siecor 
managers. 


Employee  retention, 
continuity,  and 
safety  have  been 
dramatically 
improved.  Fact 
is,  Siecor  gave 
Olsten  their  top 
kudos.  Their  Total 
Quality  Award. 


FORTIS  IS  HERE  TO  PROTEC 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers} 
That's  the  strength  of  Fortis  —  a  worldwide  financial  services  organization  $100  billion  j 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165 years,  Fortis  stands  for  powerful '' 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 


ERYONE  IN  YOUR  CASTLE. 


at  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
nployer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
muities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle, 
vm  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


flortii 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD* 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call 1-800-377-7282 . 
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SOCIAL  SECURITY: 

ROBBING  AMERICA'S  CRADLE? 

■  strongly  object  to  the  arguments  put 

■  forth  by  those  who  are  trying  to  in- 
itiate intergenerational  warfare  by  say- 
ing that  America  spends  too  much  mon- 
ey on  older  Americans  ("Cut  the 
graybeards  a  smaller  slice  of  the  pie," 
Economic  Viewpoint,  Mar.  28). 

The  truth  is  that  Social  Security  is 
not  a  luxury  for  most  senior  citizens. 
In  fact,  Social  Security  is  the  nation's 
most  successful  antipoverty  program, 
preventing  millions  of  seniors  from  fac- 
ing the  indignity  of  welfare.  Right  now, 
without  Social  Security,  10  million  older 
Americans  would  sink  into  poverty. 

Besides,  a  close  examination  of  Presi- 
dent Clinton's  most  recent  budget  re- 
quest reveals  there  is,  in  reality,  no  such 
intergenerational  battle  being  waged 
over  financial  resources.  In  addition  to 
proposing  increases  for  critical  child- 
health  and  nutrition  programs,  Presi- 
dent Clinton  also  proposed  the  largest 
increase  ever  for  the  Head  Start  pro- 
gram to  provide  quality  education  for 
disadvantaged  children.  And  he  did  this 
without  cutting  vital  programs,  such  as 
Social  Security,  for  older  Americans. 

Shirley  S.  Chater 
Social  Security  Commissioner 
Health  &  Human  Services  Dept. 

Baltimore 

Gary  S.  Becker  has  written  another 
great  article.  Certainly,  the  over- 
taxation of  the  young  to  pay  for  the 
oversubsidization  of  the  old  is  one  of 
the  great  injustices  in  America  today. 
While  I  agree  that  politicians  should 
take  action  now,  I  fear  that  they  will 
not  follow  Becker's  prudent  advice. 

Mark  A.  Grimmett 
San  Gabriel,  Calif. 

ELECTRIC  BUGGIES  ARE  GENERATING 
A  GREAT  PEAL  OF  INTEREST  

Your  article  on  electric  cars,  "Is  it 
too  soon  to  jump-start  electric  cars?" 
(Top  of  the  News,  Mar.  21),  did  not  tell 
the  whole  story.  My  electric  car  carries 
me  and  two  car-pool-mates  to  work  nine 


CORRECTIONS  &  CLARIFICATION 


"The  shadow  across  L'Oreal"  (Lt 
Affairs,  Mar.  21)  misidentified  the 
ties  that  University  of  Paris  law 
fessor  David  Ruzie  said  should  h 
gone  to  court  against  L'Oreal  with 
gations  that  the  company  had  coo 
ated  with  the  Arab  boycott  againsi 
rael.  Ruzie  meant  the  suit  should  \ 
been  brought  by  civil  rights  orgar 
tions,  not  brothers  Jean  and  D 
Frydman,  who  had  unsuccessfully 
L'Oreal  for  wrongful  discharge. 

The  tables  of  "The  Business  W 
1000"  (Mar.  28),  mistakenly  show© 
companies'  estimated  1995  nurnl 
for  earnings  per  share  and  for 
percentage  by  which  two-thirds  of 
alysts'  earnings  estimates  are  ab 
or  below  the  average  estimates.  K 
are  the  1994  numbers: 

Company       Earnings  per  share  Varia 
estimate  (Dollars)  (Per 


AUTODESK 

$3.04 

1 

CONSOLIDATED  STORES 

1.15 

2 

DILLARD  DEPARTMENT  STORES 

2.64 

3 

HOME  DEPOT 

1.34 

1 

THE  LIMITED 

1.32 

! 

LONGS  DRUG  STORES 

2.69 

2 

LOWE'S  COMPANIES 

2.20 

7 

MAY  DEPARTMENT  STORES 

3.05 

3 

MORGAN  STANLEY  GROUP 

8.12 

8 

NORDSTROM 


1.95 


PETSMART 


0.45 


WAL-MART  STORES 


1.23 


DATA.  I/B/E/S  INC. 


miles  and  back  every  day  with  f 
problems  than  most  gasoline  cars. 

While  my  neighbors  were  havi 
hard  time  this  last  frigid  winter  geii 
their  gas  buggies  to  crank  over,  my 
electric  Dodge  started  at  the  touc 
the  toe.  When  my  wife  takes  our  g 
line  car  to  the  mechanic  for  routine  t 
ups,  oil  changes,  etc.,  I  happily  a 
this  hassle  and  expense. 

And  contrary  to  your  suggestk 
have  lots  of  heat  in  the  passenger 
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THAT'S  WHAT  BUSINESS  NEEDS  TODAY  j 

Respect 


All  companies  are  different, 
but  their  information  systems 
all  need  the  same  care. 


1 


41 


0 


As  a  world  leader  in  IT  services,  we've  hatched 
quite  a  few  successful  projects  over  the  past  25 
years.  Yet  none  of  them  is  like  any  other.  What 
they  all  share,  though,  is  the  careful  way  we 
nurture  complex,  delicate  elements  to  create 
a  powerful  business  solution.  This  means 
knowing  when  to  reuse  proven  experience  to 
respond  to  your  individual  needs.  Or  making 
sure  your  system  matures  in  time  to  help  your 
entire  organization  grow.  And  it  means  jealously 
guarding  our  independence  -  and  yours  -  so 
the  solutions  we  provide  never  crack  under 
the  weight  of  inflexibility.  We  handle  every 
customer's  needs,  however  varied,  with  the 
same  consistent  care.  Which  is  precisely  what 
makes  the  way  we  treat  you  so  unique.  To 
contact  us.  please  call  33  (1)  47  54  50  81. 


Total 
Respect 

FOR  YOU  •  FOR  YOUR  COMPANY  • 
FOR  YOUR  CLIENTS  •  FOR  YOUR  INVESTMENTS  • 
FOR  YOUR  FREEDOM  •  FOR  YOUR  FUTURE 


CAPGEMINISOGEfi 


Theme's  No 
Time  Ike  This 
Present. 

Small  in  stature.  Big  in  meaning. 
Each  collectible  Bulova  Miniature  is 
a  solid  brass  replica  of  a  world  famous  clock, 
and  a  tremendous  way  to  recognize 
your  most  valued  business  associates. 


JUL' 

America  s  Incentive 


BW  i/lM 


For  more  information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager,  Special  Markets  Division, 
Bulova  Corporation,  One  Bulova  Ave ,  Woodside,  N  Y.  1 1377.  Call  toll-free  1-800-423-3553.  In  N  Y  C.  1-718-204-4600. 


Introducing 
Flat  Fee  Trading: 

any  stock, 
any  amount  * 
any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
the  belief  that  people  who  make  their  own 
investment  decisions  shouldn't  have  to 
overpay  to  execute  them. 

Instead  of  commissions  that  escalate 
with  the  price  of  a  slock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  ANY  NASDAO  equity  transaction.  And 
the  same  $>'{()  fee  for  up  to  5.000  shares 
of  any  listed  equity.* Listed  orders  in 
excess  of  5,000  shares  will  incur  an 
additional  one  cent  per  share  fee  on  the 
entire  order. 

Whether  you're  trading  5,000  shares  of 
IBM  or  25,000  Intel,  our  price  is 
guaranteed.  \nd  so  is  your  satisfaction.  If 
you  have  any  problems  with  our  service, 
tell  us.  And  your  $30  will  be  returned.  No 
hassles.  \nd  no  call  lies 

So  call  for  your  new  account  kit  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

B     It    O    K    li    K  S 

Discounting  Redefined 

1-800-4-1  -PRICE 


McTihrr  nasi>  and  SIPC 

New  1  ork  •  Los  \ngeles  •  Chicago  •  Dallas  •  W.Palm  Beach 

AM  accounts  protected  up  to  SIO  million 


IsEETSEnsisEfigl 


partment,  using  about  two  gallons 
winter  of  gas  in  my  heater,  as  perm 
by  the  California  electric-car  mandi 

And  how  about  batteries  sufferii 
the  cold?  It  is  true  that  cold  can  sh< 
the  range  possible  with  lead-acid 
teries,  but  you  can  insulate  the  bal| 
pack.  I  find  I  have  plenty  of  juic 
cover  my  commute  even  when  nrj 
mile  range  is  cut  somewhat. 

If  I  have  this  much  success  witll 
1981  conversion  and  Thomas  Ediso« 
lead  batteries,  think  what  fun  I  anm 
rest  of  the  East  Coast  and  America! 
have  with  the  latest  lightweight  ■ 
and  new-age  batteries. 

Charles  Ga 
Takoma  Park 

There  are  a  number  of  emer 
transportation  technologies  that 
help  America  with  its  smog  probl 
Electrification  of  vehicles  represents 
of  them,  as  do  other  alternatives  to 
oline  such  as  natural  gas,  alcohol  f 
reformulated  gasoline  fuel  cells, 
power,  etc.  In  order  to  make  good  p 
decisions  about  these  technologies 
need  appropriate  methods  of  asse; 
and  comparing  them.  That's  what 
Environmental  Protection  Agency 
attempt  to  develop. 

Mary  D.  Nit 
Assistant  Administi 
for  Air  &  Radi; 
Environmental  Protection  Ag 
Washin 


WHO  NEEDS 
AN  AURORA? 


Re:  "GM's  Aurora"  (Cover  Story,  ft 
21):  Wouldn't  it  have  made  pr 
sense  to  put  this  investment  directlyit 
the  Cutlass  Supreme  and  go  for  a  r  I 
larger  market?  GM  already  has  the  (a 
lac  to  go  after  the  Lexus,  Infiniti,  Ac 
BMW,  and  Mercedes. 

Raymond  J.  Le  J 
RosellfcD 
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LETTERS  FOR  READERS  REPORT 
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There's  just  one  choice:  Insist  upon  a  printer  with 
genuine  Adobe"  PostScript'"  software  inside.  It's 
the  industry  standard — the  only  way  to  guarantee 
that  your  printer  will  work  with  virtually  every  soft- 
ware application  and  hardware  environment  today 

and  tomorrow.  With  Adobe  PostScript,  you're 
assured  the  highest  quality  output  whether  you're 
printing  from  DOS,  Windows'",  OS/2®,  Macintosh® 
or  UNIX®,  from  a  PC  or  a  mainframe.  And  since 

almost  every  major  printer  manufacturer  offers 

The  most  important  choice  you'll  make 
when  choosing  a  printer,  isn't  just  the  printer. 

Adobe  PostScript  printers,  it's  easy  to  choose  the 
brand  of  printer  that's  right  for  your  company. 
Remember,  the  best  choice  is  the  clear  choice. 
Make  sure  your  next  printer  has  genuine  Adobe 
PostScript.  Accept  no  substitutes.  For  a  free  guide 
on  how  to  choose  a  printer,  call  1-800-962-3623, 
Dept.  9,  Ext.  4306. 
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It's  not  just  printing, 


it's  Adobe  PostScript  printing. 
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FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 
AGAIN.* 


W®. 


Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHO's  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 


SHO's  sleek  good  looks  are 
subtle  hint  at  the  power  thai 
within.  Then,  behind  the  wl; 
you'll  notice  that  the  driver 
oriented  instrumentation  an 
articulated  bucket  seats  are 
designed  so  your  attention  s 
on  the  road. 


::::: 


PENING  PERFORMANCE. 

220-horsepower  eye- 
r  will  turn  your  commute 
le  ideal  way  to  enjoy  speed- 
i  ve  variable-assist  steering 
e  newly  refined  four-wheel 
uned  suspension.  And  since 
wer  of  SHOs  24-valve 


DOHC  engine  is  balanced  by 
a  standard  anti-lock  braking 
system  and  dual  air  bags?*  you'll 
be  able  to  concentrate  on  a 
world-class  driving  experience. 

Awaken  the  performance  driver 
within.  Ford  Taurus  SHO.  Your 
commute  will  never  be  the  same. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


'  Based  on  1993  CY  manufacturer's  reported  retail  deliveries 
"Always  wear  your  safety  belt 
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PEDDLING  PROSPERITY:  ECONOMIC  SENSE  AND  NONSENSE 
IN  THE  AGE  OF  DIMINISHED  EXPECTATIONS 

By  Paul  Krugman 
Norton  •  303pp  •  $22 

FIRST,  KILL  ALL 

THE  ECONOMIC  ADVISERS? 


Peddling  Prosperity,  the  new  book 
by  Massachusetts  Institute  of 
Technology  economist  Paul  Krug- 
man, is  really  two  volumes  in  one.  On 
one  level,  it's  an  attack  on  "policy  hus- 
tlers" who  brew  the  snake  oil  politicians 
sell  to  voters.  These  "issues  surfers," 
says  Krugman,  create  Cliffs  Notes  ver- 
sions of  serious  economic  issues  for  pol- 
iticians seeking  "magic"  solutions  to  dif- 
ficult problems. 

The  second,  much  more  important 
book  follows  Krugman  as  he  sorts 
through  the  relationship  between  gov- 
ernment policy  and  economic  behavior. 
After  examining  Keynsianism,  monetar- 
ism, rational  expectations  theory,  neo- 
Keynsianism,  strategic  trade,  and  even 
supply-sidism,  the  usually  leftish  Krug- 
man concludes  that  maybe  none  of  it 


works.  "Luckily,"  he  writes,  "the  econo- 
my seems  remarkably  resistant  to  all 
policies."  Krugman  makes  a  strong  case 
that  a)  productivity  growth  is  the  key  to 
the  economic  future,  and  b)  there  isn't 
much  the  government  can  do  to  boost 
the  efficiency  of  workers  and  machines. 

The  first  order  of  business,  though,  is 
Krugman's  "gangsta"  rap  on  the  profes- 
sional and  semiprofessional  economists 
whose  names  and  views  often  turn  up  in 
the  media.  Some  commit  the  venal  sin  of 
talking  to  journalists.  A  few  commit  the 
mortal  sin  of  being  journalists. 

For  Krugman,  sinners  of  the  left  in- 
clude John  Kenneth  Galbraith,  who  "has 
never  been  taken  seriously  by  his  aca- 
demic colleagues."  He  also  derides  Labor 
Secretary  Robert  B.  Reich,  White  House 
health-care     guru     Ira  Magaziner, 


BUSINESS  WEEK  columnist  Robert  I  sal 
ner,  and  Krugman's  MIT  colleague,  3  ii 
er  Thurow— all  for  their  belief  in  ir 
trial  policy  and  the  need  for  govern] 
to  intervene  to  improve  U.  S.  com  li 
tiveness  in  world  markets.  BUSL 
week  itself  takes  a  few  hits,  too,  m  i 
on  the  same  score. 

But  most  of  Krugman's  venoii 
saved  for  the  right.  Supply-sidism  a 
"cult,"  and  its  practitioners— sort  of  td 
nomic  Branch  Davidians— are  "era 
Robert  Bartley,  editorial-page  editi 
The  Wall  Street  Journal  and  the 
who  brought  supply-sidism  into  the 
lie  debate  and  helped  pave  the  wa 
Reaganomics,  will  be  pleased  to  1  j 
that  he  is  "not  quite  a  full-flei 
crank."  BUSINESS  WEEK  columnist 
Craig  Roberts,  on  the  other  han  >n 
branded  the  real  thing— one  whe 
lieves  "that  the  failure  of  the  Estal 
ment  to  accept  his  ideas  necessarily 
resents  stupidity  or  dishonesty  or  1 

Krugman  acknowledges  that  the 
has  produced  some  worthy  econon 
including  Harvard  University's  M 
Feldstein  and  the  University  of  Chic  rl 
Robert  Lucas.  But  their  work 
rupted  and  oversimplified,  he  says-  s 
by  journalistic  supply-siders  and  late  s 


at'; 
folio  r 


81 


ad  ho 
<ts 
eart 
on 
bit 
Hi 
ridel; 
lis  I 


land  i 
Km 

las  m 

quel 
hat  < 
lid  » 


wasf;  wa 

guru 

on  a  i 


Globalization  Is  A  Powerful  Force.  ! 


Is  Your  MBA  Enough 
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agan  Ac  lministrati<  >n . 
toman's  technique  of 
al  attack  has  been 
rite  tool  of  supply- 

who  regularly  bru- 
those  who  disagree 
dem.  And,  one  sup- 

they  ought  to  be 

0  take  as  good  as 
lish  out.  But  this 
:  1  ad  hominem  cross- 
:aves  nothing  but 
id  earth.  And  these 
s  on  popularizers 
a  bit  hypocritical, 
that  Krugman  pub- 
widely.  In  recent 
,  his  byline  has  ap- 

in  forums  as  var- 
;  The  Wall  Street 

1  and  Foreign  Affairs. 

?n  Krugman' s  snarling  gives  way 
ard- nosed  look  at  what  economic 
has  wrought,  he  raises  some  im- 
t  questions.  He  argues,  for  in- 
,  that  Clinton  Administration  pol- 
>uld  not  be  so  closely  tied  to  the 
'  international  competitiveness, 
re's  nothing  wrong  with  battling 
rid  market  share,  of  course.  And 
lan  was  something  of  a  competi- 
s  guru  in  earlier  days.  But  now,  his 
3  on  a  different  goal:  productivity. 


PEDDLING  PROSPERITY 


rites  Krugman: 
"Luckily,  the  economy 
seems  remarkably 


resistant 


to  all  policies  " 


Paul  Krugman 


These  days,  many  liberals  argue  that 
efficiency  gains  are  either  a  false  hope  or 
downright  bad— really  just  a  way  to  ra- 
tionalize mass  firings  and  unemployment. 
But  Krugman  offers  a  ringing  defense: 
Improving  the  efficiency  of  workers  and 
machines,  he  argues,  is  the  only  way  to 
raise  incomes.  Wages  rise  with  produc- 
tivity gains,  not  with  something  as 
ephemeral  as  competitiveness. 

Improvements  in  manufacturing  pro- 
ductivity have  cut  costs,  helped  improve 
quality,  and,  in  fact,  gone  a  long  way 


toward  making  U.  S.  busi- 
ness a  highly  competitive 
producer  of  many  goods. 
But  exports  are  still  a  rel- 
atively small  part  of  the 
U.  S.  economy.  And  even 
a  big  jump  in  foreign 
sales  won't  cure  the  prob- 
lems of  stagnant  income 
growth  and  economic  in- 
equality at  home. 

So  Krugman  argues 
that  the  government 
should  end  its  obsession 
with  industrial  policy 
aimed  at  boosting  ex- 
ports. Whether  it's  offer- 
ing cheap  loans  to  big 
manufacturers  or  funding 
research  aimed  at  build- 
ing export  markets— none  of  it  really 
matters. 

What  should  government  do?  Well, 
says  Krugman,  not  so  much:  reduce  the 
budget  deficit  by  cutting  spending  and 
raising  taxes,  reduce  medical  spending 
by  reforming  the  health-care  system, 
and  spend  more  to  improve  the  lot  of 
poor  children. 

But  productivity?  Leave  that  to  busi- 
ness, which  in  the  past  couple  of  years 
has  begun,  on  its  own,  to  improve  effi- 
ciency through  a  combination  of  im- 
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SUE  HER  ERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberman,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripojfs,  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  from  tuning  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
rows too  late. 


BusinessWeek 


Beyond  news.  Intelligence. 

is  featured  on 
Thursday  nights. 

MONEY  TONIGHT 
Monday-Friday 
7:30  pm  (ET) 


irst  In  Business 
First  In  Talk 


proved  technology,  more  skillful 
agement,  and  better  training  for  ^ 
ers.  And  forget  about  industrial 
cy.  Just  get  out  of  the  way.  It  is,  t<] 
the  least,  refreshing  to  hear  an  eo 
mist  of  the  left  expressing  sentinj 
such  as  that. 

BY  HOWARD  GLECKj 
Glechnan  cavers  economic  trends 
Washington. 
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THE  BEST  SEAT  IN  THE  HOUSE 

By  Pat  Weaver  with  Thomas  M.  Coffey 
Knopf  •  276pp  •  $24 

0  LUCKY  MOGUL 

You  might  guess  from  the  ti 
Pat  Weaver's  memoir  that  h 
joyed  every  moment  of  hi 
year  broadcasting  career.  And 
wouldn't  be  far  wrong.  As  he  ack; 
edges  in  The  Best  Seat  in  the  H> 
The  Golden  Years  of  Radio  and 
sion,  fortune  smiled  on  him  timei 
again  as  he  climbed  from  comedy 
at  a  Los  Angeles  radio  station  to 
dent  of  NBC,  where  he  created  sue 
as  the  Today  and  Tonight  shows. 

Early  on,  for  example,  Weaver  o 
up  a  plan  to  promote  his  radio  st: 
by  broadcasting  from  a  Navy  blimpj 
was  visiting  San  Francisco.  Bu 
blimp  changed  its  flight  plan  an 
Weaver  behind.  Hours  later,  it  cr; 
and  sank  in  the  Pacific.  Weaver's  ti: 
was  similarly  fortuitous  when  he  m 
to  New  York  in  1935.  While  he 
his  name  producing  Fred  Allen's  va 
show,  Town  H(dl  Tonight,  radio  pn 
tion  in  California  withered,  he  note 
It  takes  more  than  luck  to  invent 
of  history's  most  popular  TV  sh 
though.  And  Weaver's  accomplishn 
don't  end  there.  At  NBC,  he  transfsH 
control  over  programs  from  ad  agel 
and  their  clients  to  the  network™ 
pioneering  the  concept  of  multiple  a 
sors  for  each  program  in  1951,  he  vjl 
increased  the  networks'  power  an<B 
them  up  for  a  new  era  of  prosperity 
his  off  hours,  Weaver  also  father! 
daughter,  Susan,  who  grew  up  ti 
the  film  actress  Sigourney  Weaver 
For  that  alone,  he  deserves  a  pi 
the  back.  One  just  wishes  he  didn't 
doing  it  himself.  Weaver's  self-satiB 
tone  is  ultimately  grating.  He  sret 
lates,  for  example,  that  Orson  Wk 
may  have  lifted  his  infamous  War  tift 
Worlds  broadcast  from  a  show  Wi 
produced  years  earlier.  Pat  Weav, 
legend  enough  that  he  needn't  bo; 
from  someone  else's  lore. 
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New  York,  NY  10017.  Fax:  (212)  557-3799. 
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conomic  Viewpoint 


THE  MYTH  THAT  MAY  DOOM 
CLINTON'S  PRESIDENCY 


BY  PAUL  CRAIG  ROBERTS 


Supply-side  policies 
disproved  the  old 
trade-off  between 
jobs  and  prices — but 
you  wouldn't  know  it 
from  the  Clintonians. 
By  denigrating 
Reaganomics,  they 
leave  themselves 
helpless  before 
inflationary  fears 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Will  concern  over  inflation  derail  the 
modest  economic  recovery?  If  so, 
Clinton  will,  in  a  paradoxical  twist 
of  fate,  fall  victim  to  the  denigration  of  the 
economic  accomplishments  of  the  1980s  that 
was  a  centerpiece  of  his  1992  campaign. 

There  have  already  been  two  interest-rate 
hikes  by  the  Federal  Reserve,  and  1994  is 
still  young.  Recent  signs  of  a  more  robust 
economy,  such  as  the  report  showing  more 
optimism  among  consumers,  sent  the  bond 
market  reeling.  Clearly,  inflation  fears  have 
revived  with  the  economy,  and  these  fears 
could  produce  an  economic  contraction  that 
would  doom  Clinton's  Presidency. 

Belief  that  economic  growth  causes  infla- 
tion dominated  economic  thinking  during  the 
1970s.  When  inflation  hit  double-digit  rates 
during  the  last  years  of  the  Carter  Administra- 
tion—while real  growth  rates  declined— the  so- 
called  Phillips  Curve  relationship  between  em- 
ployment and  prices  was  believed  to  be 
worsening.  The  notion  held  that  we  would 
have  to  pay  for  economic  growth  with  higher 
and  higher  rates  of  inflation. 

Or  so  it  was  thought.  During  the  Reagan 
1980s,  the  Phillips  Curve  trade-off  between 
employment  and  inflation  disappeared.  A 
record  seven-year  economic  expansion  occurred 
simultaneously  with  falling  inflation.  This  ex- 
traordinary achievement  of  disinflationary  ex- 
pansion has  been  buried  under  tons  of  scathing 
words  depicting  the  era  as  one  of  decline,  de- 
cay, destitution,  and  despair. 

Bill  Clinton  wielded  this  mischaracteriza- 
tion  of  the  1980s  as  a  political  weapon,  thus 
adding  to  the  rhetoric  that  has  portrayed  the 
decade  as  the  worst  experience  since  the 
Great  Depression.  Such  a  period  of  failure, 
so  the  argument  runs,  could  not  possibly  have 
been  associated  with  victory  over  the  stag- 
flation that  brought  down  the  Carter  Presiden- 
cy. Since  no  one  acknowledges  that  Reagan 
got  us  off  the  Phillips  Curve,  we  are  pre- 
sumed to  be  still  on  it. 

conventional  WISDOM.  And  that's  the  Clin- 
tonians' problem.  Because  the  Phillips  Curve 
still  dominates  thinking,  the  better  the  econo- 
my does,  the  more  inflation  will  be  feared. 
Financial  markets  are  affected  by  the  psy- 
chology of  the  players,  and  an  inflationary 
psychology  will  result  in  the  Fed's  chasing 
interest  rates  up,  bringing  economic  contrac- 
tion in  their  wake. 

The  secret  of  Reagan's  success  is  that  he 
didn't  buy  the  conventional  wisdom:  that  creat- 
ing jobs  causes  prices  to  rise.  Reagan  said 
the  way  out  of  inflation  was  more  production, 
not  less.  Instead  of  controlling  inflation  by 


throwing  people  out  of  work,  he  change( 
policy  mix. 

During  the  1970s,  policymakers  focuse 
pumping  up  aggregate  demand,  not  real 
that  rising  tax  rates  and  regulations 
eroding  incentives  to  produce.  Instead  of 
ing  up  real  output,  the  demand  pres 
pushed  up  prices.  The  eventual  result 
stagflation. 

Reagan  reversed  the  emphasis.  He  sup 
ed  a  stringent  monetary  policy,  despite  a 
ing  dollar,  and  poured  incentives  into  the 
omy  with  lower  tax  rates  and  less  regul 
The  plan  worked,  and  real  output  rose 
inflation  fell. 

RAISING  KEYNES.  Reagan's  victory  cuts 
the  grain  both  of  those  who  associate 
growth  of  government  with  progress  a 
those  whose  special  interests  are  serve 
the  growth  of  government.  But  by  de 
the  victory,  we  leave  ourselves  vulnerable 
psychology  that  sees  inflation  in  ever 
that  is  created. 

As  the  Phillips  Curve  envelops  Clin 
Presidency,  he  can  expect  no  help  from  I 
Keynesians  that  he  has  appointed  to  his  Cl 
cil  of  Economic  Advisers.  Keynesians  still 
lieve  in  the  Phillips  Curve,  and  they  cerdl 
don't  adhere  to  the  supply-side  economics  I 
defeated  it. 

If  interest  rates  continue  rising  with 
economy,  Clinton  will  ask  the  Fed  for  lc 
rates  to  keep  the  recovery  going.  He  woul 
better  served  if  he  instead  asked  Fed  C 
man  Alan  Greenspan  to  stand  up  and  say 
economic  growth  is  not  what  causes  infla 

This  would  be  a  difficult  request  fori 
reasons:  Clinton  has  a  considerable  in\p 
ment  in  perpetuating  the  myth  of  the  "fi|| 
decade"  of  the  1980s,  and  he  could  be  relucB 
to  invoke  its  success  as  the  means  of  proB 
ing  his  own  expansion. 

Greenspan  knows  the  disinflationary  exp 
sion  was  a  major  achievement,  but  he  4 
think  political  and  ideological  factors  precA 
a  continuation  of  policies  that  produced  i 
victory.  Fed  chairmen  have  habitually  sp(? 
in  public  as  if  the  cause  of  inflation  were  1 
nomic  growth.  This  tradition  shields  the  s 
from  accusations  that  its  monetary  polie 
are  the  cause,  and  it  lets  the  Fed  always  a 
tray  its  policies  as  anti-inflationary  steps  a 
must  necessarily  be  taken  once  the  econcl 
of  its  own  volition,  overheats. 

This  self-serving  Fed  stance  is  the  soun  c 
much  confusion  in  the  management  of  a 
economic  affairs.  It  is,  perhaps,  poetic  juto 
that  those  who  lent  credibility  to  it  by  € 
faming  the  1980s  may  be  its  next  victims. 
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conomic  Trends 


BY  MICHAEL  J.  MANDEL 

AS  THE  U.S.  PUTS 
MORE  INTO  BUSINESS, 
RIVALS  SPEND  LESS 


■  f  there's  one  thing  that  economists 
I  agree  on,  it's  that  business  investment 
is  critical  for  determining  a  nation's  long- 
run  competitiveness  and  economic 
prospects.  From  that  perspective,  the 
U.  S.  lagged  far  behind  its  major  com- 
petitors in  the  late  1980s  and  early 
1990s.  Business  investment  in  the  U.  S. 
from  1988  to  1991  averaged  only  11%  of 
gross  domestic  product,  compared  with 
20%  in  Japan  and  15%  in  Germany. 
Small  wonder,  then,  that  many  pes- 
simists saw  the  U.  S.  doomed  to  second- 
class  economic  status  in  the  years  to 
come. 

But  over  the  last  couple  of  years,  the 


investment  gap  has  narrowed  sharply, 
easing  fears  of  a  permanent  U.  S.  com- 
petitive disadvantage.  From  a  high  of 
22%  of  GDP  in  1990,  business  investment 
in  Japan  fell  to  about  18%  of  GDP  by 
the  end  of  1993.  German  investment  fell, 
too,  from  15.5%  of  GDP  to  13.7%.  Mean- 
while, U.  S.  investment  was  rising,  led 
by  a  surge  in  spending  on  information 
technology.  By  the  end  of  1993,  the  in- 
vestment share  of  GDP  had  climbed  to 
12%,  its  highest  level  since  1985. 

The  U.  S.  should  close  the  gap  fur- 
ther in  1994.  With  the  Japanese  and 
German  economies  still  in  the  doldrums, 
business  investment  is  actually  expected 
to  fall  in  these  countries.  Economists  at 
Mitsubishi  Bank  are  forecasting  that 
Japanese  investment  will  drop  by  9%  in 
1994,  as  companies  pare  down  excess 
capacity.  By  the  end  of  1994,  the  invest- 
ment share  of  GDP  in  the  U.  S.  could  be 


about  12.5%,  compared  with  17%  for 
Japan,  the  smallest  difference  in  almost 
10  years. 

The  global  surge  in  interest  rates 
could  accelerate  the  shrinking  of  the  in- 
vestment gap.  Rates  on  10-year  bonds  in 
Japan  have  risen  by  about  a  percent- 
age point  since  the  beginning  of  1994, 
matching  the  U.  S.  increases.  But  where 
the  higher  U.  S.  rates  are  hitting  a 
stronger-than-expected  economy,  Japan's 
economy  is  still  struggling.  That  means 
that  higher  interest  rates,  if  they  per- 
sist, could  extend  the  Japanese  reces- 
sion and  cause  capital  investment  to 
plunge. 

No  one  is  predicting  that  Japanese 
investment  will  fall  below  the  levels 
achieved  in  the  U.  S.  anytime  soon.  Still, 
William  P.  Sterling,  an  international 
economist  at  Merrill  Lynch  &  Co.,  ex- 
pects that  "over  the  next  several  years, 
the  share  of  GDP  devoted  to  private  in- 
vestment [in  Japan]  is  likely  to  drift 
lower  as  Japan  becomes  more  like  other 
developed  nations." 


THE  DOUBLE  WHAMMY 
SQUEEZING 
BORROWERS'  PURSES 


■  t's  no  secret  that  consumers  and  busi- 
I  nesses  are  beginning  to  feel  the  pinch 
of  rising  interest  rates.  And  what  makes 
the  latest  increases  especially  troubling 
is  that  for  many  borrowers,  the  real 
cost  of  credit— adjusted  for  inflation  and 
the  tax  deductibility  of  interest  pay- 
ments—was already  much  higher  than  in 
previous  recoveries.  According  to  Zwen 
A.  Goy,  an  economist  at  cs  First  Boston 
Corp.,  business  loans  made  at  the  prime 
rate  over  the  past  year  carried  a  real 
cost  of  1.4%.  In  past  recoveries,  howev- 
er, the  real  cost  of  prime  rate  loans  fell 
to  as  low  as  -2.3%. 

Moreover,  Goy  points  out  that  indi- 
vidual borrowers  have  been  hit  by  a 
double  whammy.  First,  interest  paid  on 
nonmortgage  borrowing,  such  as  auto 
loans  and  credit  cards,  is  no  longer  tax 
deductible.  And  wage  gains  have  been 
much  weaker  than  in  most  previous  up- 
turns, making  it  harder  to  pay  back 
debt.  As  a  result,  the  real  rate  on  auto 
loans  and  credit-card  balances  has  been 
far  higher  than  at  the  low  point  in  pre- 
vious recoveries.  For  example,  the  real 
cost  of  auto  loans  averaged  6.9%  in  1993, 
compared  with  the  low  point  of  1.5%  in 
the  recovery  that  followed  the  1975  re- 
cession. The  one  exception:  Mortgage 
rates,  which  are  still  deductible,  are  ap- 
preciably cheaper  now  than  after  the 
1982  recession. 


WILL  TOO  MANY 
BOOMERS  RIP 
THE  SAFETY  NET? 


Policymakers  are  already  worriec 
Social  Security  and  the  healtf 
system  will  be  overwhelmed  whe 
Baby  Boom  generation  reaches  r 
ment  age.  Now,  Robert  W.  Fogel,  w 
of  the  1993  Nobel  prize  in  econc 
suggests  that  the  problem  may  be 
worse  than  most  people  expect. 

In  his  Nobel  lecture,  reprinted  b 
National  Bureau  of  Economic  Rest 
Fogel  cites  evidence  that  the  mor 
and  disability  rates  for  the  elderl 
still  falling.  That  means  the  U.  S.  < 
ly  population  in  2050  could  be  as 
as  36  million  larger  than  forecast  b 
Census  Bureau.  The  implication, 
Fogel,  could  be  ballooning  healtW 
costs  and  depleted  pension  funds.  | 
One  solution  could  be  to  enco' 
people  to  delay  retirement  by  m 
Social  Security  or  pension  plan 
generous.  But  Fogel  is  skeptical) 
such  measures  will  be  politically  oi 
nomically  feasible.  According  to 
"policymakers  may  encounter  as 
resistance  to  efforts  to  reduce  th 
plicit  subsidies  for  leisure  as  they 
recently  in  raising  the  taxes  on  w< 


THE  NORTHEAST 

CAN'T  SEEM 

TO  SHAKE  ITS  SLUMP 
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Two  years  behind  the  rest  of  the 
try,  the  Northeast  is  struggling 
of  recession.  But  the  region's  tro  1(10$ 
may  not  be  over,  says  a  new  for 
from  DRl/McGraw-Hill.  Over  the 
two  years,  dri  expects  job  growjfo/d, 
the  Northeast  to  average  about  L6 
nually,  less  than  any  other  region, 
sluggishness,  says  economist  Sa: 
Johnson,  "reflects  the  relatively  *' 
cost  of  doing  business  in  the  North 
Growth  is  also  being  dampened  b 
fense  cutbacks  in  New  England  am 
offs  in  businesses  such  as  insuranc 
Where  will  job  growth  be  the  fa 
The  leader,  predicts  DRI,  will  bi 
West  South  Central  region,  encore 
ing  Texas,  Oklahoma,  Louisiana. 
Arkansas.  Close  behind  will  b€ 
South  Atlantic  region,  which  ruir 
the  eastern  seaboard  from  Florii  IT ' ' 
Delaware.  If  dri's  forecasts  are  j  ^  . 
the  U.  S.  will  see  yet  another  wave 
ternal  migration  to  the  Sunbelt  as  1 '  V; 
ers  follow  the  jobs. 
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JUST 
HOW 
STRONG 
IS  YOUR 
INFORMATION 
CHAIN 


|  ?  weak  link  could 

1  your  long  distance  data 

I  "work.  That's  why  so  many 

I  sinesses  rely  on  AWT 

1  italdata  transmission 

wvices. 

I  3u've  got  the  best  computers. 

I  most  sophisticated  software. 

I I  backups  upon  backups.  But 
n  )ur  data  lines  don't  have  the 

S;  ie  level  <  >l  reliability,  y<  >m 
1  miation  can  end  up  missing 
I]  ction. 

j  &T  data  services  have  the 
fj  ibility  you  need  for  your 
1  cal  data  applications.  Because 
|  /  AT&T  has  FASTAR,!  a  pat- 
I  ?d  "self-healing"  technology 


that  immediately  identifies  cable 
cuts  and  automatically  reroutes 
your  data  around  trouble  spots. 
Restoring  service  in  minutes, 
instead  of  hours. 

But  FASTAR  is  only  part  of  the 
AT&T  reliability  story-  there  are 
many  other  chapters.  The  bottom 
line:  no  matter  what  your 
reliability  or  other  data  network- 
ing needs  might  be,  our  experi- 
enced sales  force  can  work  with 
you  to  custom-tailor  the  best  data 
service  for  your  domestic  or 
global  applications. 

You  don't  have  time  for  down- 
time. You  need  AT&T  reliability  for 
your  digital  data  transmission  ser- 
vices. AT&T  can  provide  you  with 


everything  you  need,  from  AT&T 
ACCUNET "  private  line  digital 
seivices  to  InterSpan'  Data 
Connectivity  Services,  all 
designed  with  the  latest  teclinol- 
ogy to  help  give  you  maximum 
network  "uptime!'  For  more 
information  about  both  domestic 
and  international  connectk  >ns, 
call  your  AT&T  Account  Executive 
or  1  800  248-3632. 

Reliability. 
Vie  AT&T  Business  Advantage. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


iRTH  TO  THE  BOND  MARKET: 
HAT  PLANET  ARE  YOU  ON? 


FIRE  SA1E  IN 
BOND  MARKET 
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HA:  DRI/McGRAW-HllLINC. 


his  does  not  make  sense.  Despite  the  healthiest  ec- 
onomic outlook  in  three  years,  especially  within  the 
important  consumer  sector,  and  with  inflationary 
ures  virtually  nonexistent,  the  stock  and  bond  mar- 
are  selling  off  with  a  frenzy  usually  reserved  for 
and  oil  shocks  (page  32). 

The  bond  market  is  leading 
the  march  south.  After  hitting  a 
record  low  of  5.78%  in  October, 
the  yield  on  30-year  Treasury 
bonds  soared  to  7.42%  on  Apr. 
4  (chart).  The  stock  market  fol- 
lowed bonds.  In  little  more  than 
a  week,  the  Dow  Jones  industri- 
al average  lost  285  points,  to 
close  at  3593.35  on  Apr.  4. 

The  cause:  bond  traders'  fear 
that  a  healthy  economy  will  lead 
iter  inflation.  In  fact,  the  two  hikes  in  short-term 
!St  rates  initiated  by  the  Federal  Reserve  on  Feb.  4 
ht  future  inflation  haven't  swayed  investors.  Since 
long-term  rates  have  jumped  by  more  than  one 
ntage  point  on  just  a  half-point  rise  in  the  federal 
rate.  As  if  recognizing  the  folly  of  their  panic  in  the 
Df  solid  economic  fundamentals,  bonds  soared  on 
5,  pushing  the  30-year  yield  down  to  7.24%,  and  the 
surged  82  points. 

NOMIC  Still,  the  financial  markets  have  deteri- 
orated to  the  point  where  the  sell-off  will 
have  some  impact  on  the  economy.  There's 
no  danger  of  a  recession— this  expansion 
be  self-sustaining  even  with  a  7.5%  bond.  However, 
h  in  real  gross  domestic  product  may  slow  to  under 
one  or  both  of  1994's  middle  two  quarters  as  busi- 
3  and  consumers  delay  rate-sensitive  purchases, 
ising  will  take  the  biggest  hit  as  8%  mortgage  rates 
some  buyers  out  of  the  market.  Consumers  may 
elay  buying  big-ticket  durable  goods.  Another  loser 
federal  government,  which  just  saw  its  borrowing 
skyrocket.  And  since  interest  on  the  public  debt  is 
16%  of  the  budget,  the  projected  $235  billion  defi- 
I  this  fiscal  year  may  be  harder  to  achieve, 
at  will  quell  the  markets'  blues,  short  of  Prozac? 
y,  the  sell-off  in  equities  is  at  odds  with  the  financial 
ness  of  businesses  and  consumers.  Corporate  operat- 
'ofits  rose  9%  in  the  fourth  quarter,  lifted  by  lower 
lbor  costs  and  reduced  interest  payments,  and  1994 
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profits  should  match  or  exceed  those  generated  in  1993. 

Consumers  are  benefiting  greatly  from  a  surge  in  hiring 
that  will  easily  fuel  spending  of  about  3%  this  year,  and 
manufacturing  continues  to  gain  momentum.  The  latest  re- 
port from  the  nation's  purchasing  managers  shows  that 
the  industrial  sector  continues  to  expand. 

As  for  bonds,  rising  productivity  and  excess  global  ca- 
pacity are  keeping  the  lid  on  inflation,  even  as  the  econo- 
my chugs  along.  Once  the  markets  see  clear  signs  of 
more  moderate  growth  and  continued  good  news  from 
the  price  indexes,  sanity  should  return  to  the  trading 
floor.  But  that  may  not  happen  until  early  summer,  though 
long  rates  aren't  likely  to  return  to  their  October  lows. 

I  A  BROAD  For  now,  the  March  report  on  the  labor 
I  INCREASE  IN  markets  shows  that  the  economy  ended 
I  HIRING  IN  the  first  quarter  very  strongly.  Nonfarm 
I  MARCH  payrolls  jumped  an  unexpectedly  large 
456,000  slots,  the  biggest  gain  since  October,  1987  (chart). 
The  unemployment  rate  last  month  stayed  at  6.5%,  but 
that  was  probably  held  up  by  the  Labor  Dept.'s  problems 
with  seasonally  adjusting  the  data. 

The  March  job  gain  was  over- 
stated by  the  return  to  normal 
weather,  following  the  severe 
winter  that  had  understated  pay- 
rolls in  January  and  February. 
On  average,  the  economy  gener- 
ated 208,000  jobs  per  month  last 
quarter,  about  the  same  healthy 
pace  as  in  the  fourth  quarter. 

Overall,  61.9%  of  the  356  in- 
dustries added  workers,  the 
broadest  hiring  in  five  years. 
Construction  jobs  rose  by  74,000,  and  manufacturing  em- 
ployment increased  by  12,000,  the  sixth  consecutive  gain. 
Private  service  companies  added  339,000  workers,  with 
hiring  especially  robust  in  retailing,  health  care,  and  tem- 
porary-help services. 

Plus,  workers  spent  much  more  time  on  the  job,  after 
harsh  weather  and  the  California  earthquake  curtailed 
work  hours  in  January  and  February.  The  nonfarm  work- 
week rose  24  minutes,  to  34.7  hours.  March's  factory 
workweek  soared  by  a  full  hour,  to  42.2  hours,  with  4.8 
hours  of  overtime— both  postwar  highs.  The  longer  work- 
week suggests  that  productivity  continues  to  play  a  big 
role  in  economic  growth. 

That's  one  reason  why  there  is  little  upward  pressure 
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on  wages.  Hourly  nonfarm  pay  edged  up  only  1<P  in  March, 
to  $11.04,  and  annual  wage  growth  remains  subdued  at 
just  2.4%.  However,  the  long  workweek  pushed  weekly 
pay  up  a  steep  1.3%  in  March,  to  $383.09.  Add  in  the  hefty 
job  gain,  and  it's  a  sure  bet  that  personal  income  posted  a 
good  advance  in  March,  following  a  strong  1.3%  jump  in 
February. 


OWING 
MORE  TO 
UNCLE 
SAM 


PURCHASERS  SAY 
OUTPUT  IS  RISING 


Consumer  spending  also  rebounded  in  Feb- 
ruary, rising  1%,  or  0.7%  after  adjusting 
for  inflation.  So  far  in  the  first  quarter, 
real  consumer  outlays  are  increasing  at  a 
2.6%  annual  rate.  The  strong  reports  on  March  retail 
sales  from  both  Johnson  Redbook  Report  and  TeleCheck 
Services  Inc.  suggest  that  outlays  will  end  the  quarter  at 
a  pace  greater  than  3%. 

That  means  that  overall  GDP 
growth  was  solid  last  quarter, 
but,  to  the  bond  market's  liking, 
growth  appears  to  have  slowed 
to  about  half  of  the  revised  7% 
pace  of  the  fourth  quarter. 

The  March  report  from  the 
National  Association  of  Purchas- 
ing Management  is  also  consis- 
tent with  GDP  growth  of  about 
3%.  The  NAPM  index  of  business 
activity  stood  at  56.7%  last 
month,  from  56.6%  in  February.  The  production  index 
soared  to  a  reading  of  64%— the  highest  level  in  6!4  years 
(chart). 

The  purchasers'  measure  of  pricing  fell  back  a  bit, 
while  new  orders  remained  strong.  And  with  the  NAPM  re- 
porting that  inventories  were  extremely  low  in  March,  fac- 
tory output  should  continue  to  rise  in  the  spring  to  meet 
demand.  That  ensures  further  job  gains  this  quarter. 

An  increase  in  hiring  is  important  because  consumers 
will  have  to  rely  more  on  their  incomes  to  pay  for  their 
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shopping  sprees.  That's  because  rising  interest  rates  I 
prevent  consumers  from  tapping  into  other  source  u 
cash.  Already,  the  yearly  growth  in  real  disposable  inol 
in  January  and  February  outpaced  the  rise  in  purch* 

Higher  rates  mean  that  mort- 
gage refinancings— the  mother- 
lode  of  extra  cash  in  1992  and 
1993— have  dried  up.  Applications 
to  refinance  a  mortgage  have 
plunged  70%  since  peaking  in 
September,  according  to  the 
Mortgage  Bankers  Assn.  (chart), 
and  higher  borrowing  costs  will 
add  to  the  monthly  payments  of 
adjustable-rate  mortgages  as 
well.  Consumers  will  probably 
slow  their  use  of  credit  cards  and  home-equity  loans, 
cially  those  tied  to  the  prime  rate.  Also,  consumers  £ 
own  stocks  may  feel  less  wealthy 

In  April,  both  personal  income  and  consumer  spe 
could  take  a  hit  from  higher  taxes.  The  hike  for  upp( 
come  families  is  one  drain,  and  last  year's  refinan 
mean  that  many  homeowners  have  less  mortgage  in 
to  deduct. 

The  MBA  says  the  average  homeowner  who  refin 
saved  $1,000  to  $1,500  in  interest  last  year.  At  the  28°/ 
rate,  that  increased  taxes  by  $280  to  $420.  Little  wo; 
then,  that  taxpayers  are  postponing  the  inevitable. 
Internal  Revenue  Service  reports  that  tax  filings  are 
ning  0.7%  below  last  year's  pace 

The  April  tax  bills  suggest  that  the  paces  of  consi 
income  and  spending  in  the  second  quarter  will  be  sl< 
than  they  were  in  the  first  quarter.  The  healthier  1 
markets,  though,  mean  that  consumers  will  pick  up 
pace  of  their  purchasing  in  the  following  months 
when  the  financial  markets  finally  come  to  their  se; 
lower  long-term  interest  rates  will  contribute  ano 
dollop  of  support. 
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THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Tuesday,  Apr.  12,  8:30  am. 
Producer  prices  of  finished  goods  likely 
rose  by  0.2%  in  March,  according  to  the 
median  forecast  of  economists  surveyed 
by  MMS  International,  a  division  of  Mc- 
Graw-Hill Inc.  Prices  jumped  0.5%  in 
February  because  of  a  weather-related 
surge  in  energy  prices.  Fuel  costs  fell 
back  in  March. 


RETAIL  SALES 


Wednesday,  Apr.  13,  8:30  cum. 
Retail  sales  probably  increased  a  robust 
0.8%  in  March,  helped  by  an  earlier- 
than-usual  Easter.  That's  suggested  by 
the  preliminary  reports  on  sales  at  de- 


partment and  chain  stores.  Store  buying 
was  also  strong  in  February,  rising  1.5% 
for  all  items,  and  up  1%  excluding  cars. 

CONSUMER  PRICE  INDEX  

Wednesday,  Apr.  13,  8:30  cum. 
Consumer  prices  in  March  likely  rose 
by  0.3%,  as  did  the  core  inflation  rate, 
which  excludes  food  and  energy  prices. 
Total  prices  and  the  core  rate  also  rose 
by  just  0.3%  in  February.  The  yearly 
pace  of  consumer  inflation  remains  well 
below  3%. 

BUSINESS  INVENTORIES  

Thursday,  Apr.  14,  10  cum. 
Inventories  held  by  manufacturers, 
wholesalers,  and  retailers  likely  rose  by 


0.2%  in  February,  after  no  chan|; 
January.  Factories  have  already  re 
ed  a  0.3%  rise  in  their  stock  levels 
strong  retail  sales  probably  drew  ( 
merchants'  inventories  in  Februarj  \ 

INDUSTRIAL  PRODUCTION 


Friday,  Apr.  15,  9:15  cu  m. 
The  mms  economists  project  that  ii 
trial  output  increased  by  a  strong 
in  March,  on  top  of  a  0.4%  gain  in 
ruary.  That's  suggested  by  a  ga: 
goods-producing  jobs  as  well  as 
record  length  of  the  factory  work1 
and  overtime.  Output  has  risen  for 
consecutive  months.  Operating  rate 
all  industry  probably  rose  to  83.7% 
month,  from  83.4%  in  February. 
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i  f  it  was  a  UPS  package,  we'd  find  it  in  seconds. 

Any  golfer  will  tell  you  a  lost  ball  can  result  in  a  one -stroke  penalty.  Any 
xecutive  will  tell  you  a  lost  package  can  result  in  a  penalty  that's  a  bit  more  severe, 
To  avoid  any  such  disaster,  ship  overnight  with  UPS . 

Now,  anytime  day  or  night,  UPS  TotalTrack"  can  give  you  the  status  of  your 
rgent  package  or  document.  Guaranteed*  Or  your  money  back.  What's  more,  we 
an  even  confirm  delivery  in  seconds.  And  only  our  advanced  TotalTrack  system 
I  igitally  captures  the  recipient's  signature  as  absolute  proof  of  delivery 
In  short,  our  tracking  system  is  unparalleled.  Now  if  we  could  only  do 


ups 

)r  golf  balls  what  we  do  for  packages.  The  package  delivery  company  more  companies  count  on. 


the  UPS  Air  Service  Guide  for  guarantee  details  ©  1993  United  Parcel  Service  of  America.  In 
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REVENGE 


Patrick  J.  Moriarty,|» 
veteran  chief  investnjij 
officer  of  Bank  JuHJ 
Baer's  U.S.  money-nm 
agement  group,  is  a 
ennially  cheerful 
But  he  has  had  littM 
smile  about  lately, 
the   Federal  Rese 
raising  interest  ral 
Treasury  bonds  crashing,  stocks  sluf 
ing  worldwide,  and  the  dollar  in 
dumps  against  the  Japanese  yen,  Mfc 
arty's  global  portfolio  of  stocks  jl 
bonds  sank  9%  in  the  first  three  morp 
of  1994,  with  much  of  that  coming 
March.  "We're  having  these  wild  gji 
tions,"  he  says.  "It  was  the  worst  qi] 
ter  I've  ever  had." 

Moriarty  is  hardly  alone.  Bloodj.»i 
flowing  from  one  end  of  Wall  Streel 
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DOW  JONES 
INDUSTRIAL  AVERAGE 


April  helped  sta- 
bilize markets,  but  many 
•s  who  were  forced  to  liquidate  po- 
;  ended  up  with  permanent  losses, 
market  was  a  mile  wide  and  an 
ieep,"  says  megahedger  Michael 
lardt,  who  ran  up  huge  losses  in 
ary's  bond-market  collapse.  "I've 
wrong,  and  it  is  an  extremely  try- 
rcumstance.  It's  no  fun." 
;  pain,  however,  seems  sure  to  ex- 
way  beyond  such  superstar  indi- 
I  investors  as  S  Bernhardt.  Precise 
is  are  unlikely  ever  to  be  spelled 
i  public  financial  reports.  But  reli- 
Street  sources  claim  that  Kidder 
idy.  Bear  Stearns,  Goldman  Sachs, 
bankers  Trust  took  some  major 
>.  Kidder  parent  General  Electric 
pponds  that  the  unit's  first-quarter 
rigs  will  be  "excellent";  a  source 
to  Bear,  Stearns  &  Co.  admits  it 
ome  losses  but  "not  of  significant 
n  relation  to  the  firm."  Goldman, 
s  &  Co.  denies  suffering  losses, 
ers  Trust  Corp.  acknowledges  it 
een  adversely  affected  by  the  mar- 
ut  says  it  is  still  making  money, 
e  irony  of  the  minicrash  of  '94  is 
he  major  losers  have  not  been  sup- 
lly  naive  small  investors,  most  of 
1  stayed  put  during  the  gyrations. 

PERCENT  YIELD  ON 
10-YEAR  TREASURY  BONDS 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Instead,  notes  CS  First  Boston  Presi- 
dent Allen  D.  Wheat,  "it  has  tended  to 
be  the  very  sophisticated  guys  in  very 
sophisticated  instruments  who  have  been 
burned."  In  the  past  few  years,  the  pros, 
guided  by  rocket  scientists  with  ad- 
vanced degrees,  have  made  a  killing, 
largely  due  to  cheap  credit  and  buoyant 
markets. 

hedging.  But  the  pros  also  relied  heav- 
ily on  highly  complex,  computer-driven 
trading  strategies  that  purported  to  pro- 
duce that  long- sought  alchemy:  high  re- 
turns with  modest  risk.  These  strate- 
gies, which  were  used  mainly  in  the 
fixed-income  market,  were  designed  to 
boost  yields  while  hedging  against  down- 
turns. The  pros  were  so  confident  of 
their  hedges  that  they  had  few  inhibi- 
tions in  leveraging  up  their  positions  to 
levels  once  deemed  perilous  in  the  ex- 
treme. Some  traders,  for  instance,  had 
debt-to-equity  ratios  of  100  to  1— teeter- 
ing debt  levels  that  helped  them  earn 
returns  of  40%  or  more  in  good  times. 

Using  arcane  models  to  trace  correla- 
tions between  seemingly  unrelated  in- 
struments, the  pros  linked  global  mar- 
kets and  economies  in  abstruse  ways 
that  were  never  dreamed  of  just  a  few 
years  ago.  Just  about  any  big  U.  S.,  Eu- 
ropean, or  Asian  bank  or  broker  these 
days,  for  example,  can  put  together  so- 
called  equity  swaps  that  seek  to  combine 


the  safety  of  Treasury  bills 
with  the  excitement  of  high-tech  stocks. 
Or  "market-linked  certificates  of  deposit" 
that  let  investors  play  the  Thai  and  Jap- 
anese currencies— and  get  paid  off  in 
dollars  with  no  loss  of  principal.  Or  "syn- 
thetic teds"  that  permit  traders  to  spec- 
ulate on  minute  differences  between 
yields  on  U.  S.  Treasury  debt  (the  "T") 
and  Eurodollars  (the  "eds"). 

Unfortunately  for  the  pros,  their  elab- 
orate array  of  market  exotica  proved 
to  have  unforeseen  flaws  when  interest 
rates  shot  up  in  late  March.  In  hind- 
sight, these  strategies  embodied  too 
much  leverage,  contained  much  more 
risk,  and  were  much  less  hedged  than 
their  creators  had  figured. 

They  also  failed  to  take  into  consider- 
ation the  possibility  that  a  serious  spasm 
could  virtually  obliterate  market  liquid- 
ity. Closer  coordination  of  world  mar- 
kets and  the  ability  of  traders  to  move 
money  around  the  world  at  unprece- 
dented speeds  have  greatly  enhanced  li- 
quidity when  markets  are  rela- 
tively calm.  But  when  markets 
sour,  the  liquidity  can  disap- 
pear in  an  instant. 

This  time 
around  the 
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carnage  was  centered  in  several  sensi- 
tive markets,  including  municipal  bonds, 
mortgage-backed  securities,  and  emerg- 
ing market  securities.  Mexican  bank 
stocks,  for  example,  were  selling  recent- 
ly at  3.6  times  book  value,  nearly  twice 
that  of  high-quality  U.  S.  lenders.  "In 
emerging  markets,  there  was  a  little  of 
a  South  Sea  bubble,"  concedes  CS  First 
Boston  CEo  John  M.  Hennessy.  When 
traders  were  forced  to  unload  big  posi- 
tions in  these  issues,  they  found  a  star- 
tling dearth  of  buyers. 

Among  the  larger  pros,  problems  at 
some  of  the  big  hedge  funds  have  re- 
ceived the  most  attention.  According  to 
E.  Lee  Hennessee,  director  of  the  Hedge 
Fund  Select  Program  at  Republic  New 
York  Securities  Corp.,  the  value  of  so- 
called  "macro"  funds,  large  funds  that 
take  big  leveraged  positions  worldwide, 
plunged  6%  in  March  and  are  now  down 
some  12%  for  the  year.  Superinvestor 
George  Soros'  Quantum  Fund,  for  ex- 
ample, has  dropped  $600  million.  And 
Steinhardt's  fund  is  down  $1  billion. 

One  fund,  David  J.  Askin's  $600  mil- 
lion pool  of  exotic  mortgage  securities, 
lost  nearly  all  its  net  worth  amid  a  flood 
of  margin  calls.  Like  many  other  pools 
that  fancy  themselves  to  be  "market- 
neutral,"  Askin's  fund  was  sold  as  a  low- 
risk  operation  designed  to  deliver  steady 
returns  whether  markets  were  falling 
or  rising.  But  in  actuality,  "he  was  high- 
ly leveraged  in  illiquid  instruments," 
says  one  chief  financial  officer  who  ex- 
pects to  recover  only  $2  million  of  the 
$10  million  his  company  had  in  the  fund. 
When  rates  are  rising,  he  adds,  "that's  a 
bad  thing  to  do." 

unchecked.  A  key  precipitator  in  the 
bond-market  collapse  was  the  Federal 
Reserve  Board's  move  on  Feb.  4  to  raise 
interest  rates  to  3.25%.  The  Fed  also 
?  signaled  that  more  tightening  was  on 
|   the  way.  The  action  was  aimed  at  head- 

<  ing  off  inflation,  but  Fed  Chairman  Alan 
B  Greenspan  also  wanted  to  burst  what 
y  he  saw  as  a  stock-market  bubble  (page 
i  3(5).  Left  unchecked,  Greenspan  feared, 
§  speculation  could  have  brought  on  a 
5   crash  like  the  one  that  decimated 

<  Japan's  stock  market.  But  regulators 
js  worried  about  credit  markets  as  well. 
«  Says  one  central  banker:  "There's  been 
£   more  speculation  than  anyone  had  any 

1  idea  of."  Adds  a  Fed  governor:  "Too 
|  many  thought  1994  was  going  to  be  a  re- 
|   play  of  1993.  They  were  wrong." 

Indeed,  economists  maintain  that  1994 
3  is  highly  unlikely  to  be  a  replay  of  the 
S   previous  year's  buoyant  growth.  If  sus- 

2  tained,  the  sharp  rise  in  interest  rates 
2  that  has  so  shocked  Wall  Street  will  also 
£  have  a  noticeable  impact  on  the  real 
o   economy.  James  F.  O'Sullivan,  an  econo- 


mist at  Morgan  Guaranty  Trust  Co.,  ex- 
pects growth  of  gross  domestic  product 
to  slow  from  a  4.5%  annual  rate  in  this 
year's  first  half  to  3%  by  the  first  half  of 
1995.  In  fact,  the  markets'  recent  gyra- 
tions may  end  up  keeping  interest  rates 
higher  than  they  otherwise  would  be 
even  if  the  economy  slows.  "Since  great- 
er volatility  generates  greater  uncer- 
tainty," says  Michael  R.  Rosenberg,  man- 


ager of  international  fixed-incomeh 
search  at  Merrill  Lynch  &  Co.,  "injj 
tors  may  be  requiring  a  substantia]  - 
premium  on  bonds." 

Yet  few  observers  feel  that  the  ro 
market  will  seriously  damage  the  rehi 
ery  over  the  long  term  (page  40 
business  week  survey  of  corporate 
nancial  executives  reveals  only  mo- 
concern  about  recent  events,  in  partie 
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I  many  executives  recently  raised 
y  and  debt  before  interest  rates 
up.  Says  DuPont  Vice-President 
Ereasurer  John  C.  Sargent,  "with 
ion  low  and  corporate  profits  rising, 
conomy  will  continue  to  grow." 
hough  the  Fed  played  a  big  role  in 
>ond  collapse,  the  first  inkling  of 
le  was  in  Tokyo.  With  the  Japa- 
economy  in  recession,  yields  on  10- 


year  government  bonds  had  plunged  to 
a  historic  low  of  3%.  But  then,  whether 
because  some  investors  saw  stirrings  of 
a  recovery  or  because  the  Finance  Min- 
istry was  quietly  urging  investors  to 
move  from  bonds  into  stocks,  the  credit 
market  ran  out  of  energy.  Yields  unex- 
pectedly jumped  to  3.4%.  And  market 
sources  say  that  some  big  U.  S.  invest- 
ment banks  that  had  plunged  heavily 


into  the  Japanese  market  found  them- 
selves unable  to  sell  their  bonds  to  local 
traders  and  were  instead  obliged  to 
dump  U.  S.  Treasuries  to  cover  their  To- 
kyo losses. 

At  the  same  time,  the  Japanese  yen 
started  to  strengthen  amid  indications 
Washington  and  Tokyo  were  headed  for 
new  trade  tensions.  That,  in  turn,  start- 
ed a  run  on  bonds  in  Europe.  Traders 
say  many  U.  S.  hedge  funds,  banks,  and 
other  financial  institutions  had  sought 
to  protect  their  massive  holdings  of  Eu- 
ropean government  bonds  from  currency 
depreciation  not  by  selling  the  German 
mark  or  French  franc  short  but  by 
shorting  the  yen  instead. 

Why?  According  to  Tom  Steffanci, 
head  of  Fidelity  Investments'  bond  oper- 
ations, investors  figured  that  with  Japan 
in  recession,  the  yen  was  due  for  a 
sharp  drop  vs.  the  dollar.  Profits  that 
traders  might  earn  in  such  a  decline, 
the  reasoning  went,  would  far  exceed 
what  they  could  make  by  hedging  their 
bonds  in  the  countries  of  issue. 
dumpers.  Then  came  a  one-two  punch 
that  felled  many  traders.  Their  currency 
hedges  began  to  unravel  as  the  U.  S. 
pressed  trade  sanctions  against  Japan 
and  the  yen  began  to  appreciate.  That 
prompted  them  to  start  selling  bonds 
into  European  markets  that  were  al- 
ready disturbed  by  trade  frictions,  the 
Bundesbank's  reluctance  to  slash  Ger- 
man interest  rates,  and  rumors  of  an 
impending  U.  S.  rate  hike.  It  was  at  that 
point  that  Greenspan  raised  rates.  Only 
a  week  later,  the  yen  soared  close  to 
100  to  the  dollar,  as  trade  talks  between 
President  Clinton  and  Prime  Minister 
Morihiro  Hosokawa  collapsed. 

Left  with  bond  and  currency  losses, 
professional  investors  started  dumping 
whatever  they  could— European  bonds, 
high-yielding  Latin  debt,  and  their  crown 
jewels,  U.  S.  Treasuries— to  keep  the 
margin  calls  at  bay.  That,  in  turn, 
caused  long-term  interest  rates  to  soar, 
putting  further  pressure  on  bond  posi- 
tions. "They're  all  scrambling  to  get  liq- 
uid," says  Chicago  Board  of  Trade  Chair- 
man Patrick  H.  Arbor.  "This  thing  is  of 
cascading  proportions." 

Greenspan  believes  that  hedge  funds 
were  not  major  factor's  in  the  bond-mar- 
ket debacle.  Indeed,  securities  firms 
have  had  to  bear  much  of  the  pain.  Af- 
ter reaping  a  bonanza  for  three  years, 
the  securities  industry's  basic  money- 
makers—market-making and  the  more 
risky  proprietary  trading— have  sudden- 
ly hit  hard  times.  As  dealers,  the  Street 
is  sitting  on  inventories  of  bonds  whose 
values  have  declined  dramatically  since 
the  beginning  of  the  year.  And  as  trad- 
ers, some  firms  got  stuck  with  imper- 
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fectly  hedged  positions  just  as  markets 
plunged.  "There  will  be  some  definite 
disappointments  in  first-quarter  earn- 
ings as  a  result  of  trading  losses,"  says 
Stephen  Robert,  chief  executive  of  Op- 
penheimer  &  Co. 

Securities  houses  are  especially  vul- 
nerable because  they're  leveraged  to 
record  levels.  With  tiny  slices  of  equity 
supporting  massive  inventories  of  secur- 
ities, leverage  magnifies  earnings  on  the 
way  up  and  can  exaggerate  losses  on 
the  way  down.  At  yearend  1993,  for  ex- 
ample, the  Street  had  $265  billion  in  in- 


proved  much  mpre  volatile  than  Treas- 
uries this  year  and  thus  has  been  much 
harder  to  hedge.  According  to  one  trad- 
er, a  typical  Mexican  bond  dropped  6 
points  in  the  recent  rout,  while  a  Treas- 
ury of  a  similar  maturity  fell  only  a 
point-and-a-half.  Peruvian  debt,  which 
had  traded  as  high  as  75<f  on  the  dollar 
earlier  this  year,  fell  to  45<P. 

As  a  result  of  this  decline,  says  one 
Street  source,  big  dealers'  losses  are  es- 
timated at  $50  million  to  $100  million 
each.  "The  biggest  dealers  were  play- 
ing very  aggressive  and  very  naked," 


Bankers  maintains  it's  still  profit; 
although  market  conditions  "have 
versely  affected  certain  of  the  cor{ 
tion's  trading  positions."  In  the 
vein,  Citicorp  Chairman  John  S. 
said  in  March  that  the  bank  exp 
trading  revenues  to  decline  this 
Anticipating  the  news  from  Citi  and 
er  lenders,  traders  have  driven  the 
of  money-center  bank  stocks  down 
since  Jan.  31,  vs.  a  drop  of  7%  foi 
Standard  &  Poor's  500  industrials. 

Much  of  the  damage  suffered  b; 
curities  firms  and  banks  stems 


A  SLUMP  FOR 
THE  BIGGEST  FUNDS 


PRICE  CHANGE  OF  1 0  LARGEST  FUNDS 
JAN.  1, 1994-APR.  5, 1994 


FIDELITY  MAGELLAN 

+0.2% 

INVESTMENT  CO.  OF  AMERICA 

-4.0 

WASHINGTON  MUTUAL 
INVESTORS 

-5.5 

VANGUARD/WINDSOR 

-1.4 

FIDELITY  ASSET  MANAGER 

-4.9 

INCOME  FUND  OF  AMERICA 

-6.3 

FIDELITY  PURITAN 

-0.7 

JANUS 

-2.3 

TWENTIETH  CENTURY 
ULTRA  INVESTORS 

+0.3 

VAHGUARD  IHDEX  500 

-3.9 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  MORNINGSTAR  INC. 


ventories  of  securities  and  $34.7  billion 
in  equity.  At  7.6  to  1,  the  inventory-to- 
equity  ratio  was  its  highest  since  1985. 
Some  87%  of  Wall  Street's  inventory 
was  in  government,  corporate,  and  mu- 
nicipal bonds,  whose  values  have  been 
hurt  the  most  by  the  market  drop. 

Making  matters  even  worse,  the 
Street's  hedges  on  its  inventories  haven't 
always  protected  traders  from  loss,  as 
intended.  That  was  especially  true  in 
emerging  markets.  Last  year,  according 
to  Risk  magazine,  emerging- market  debt 
traders— including  J.  P.  Morgan,  Salo- 
mon Brothers,  Chemical  Bank,  and  Mer- 
rill Lynch— saw  turnover  climb  close  to 
$1.5  trillion.  But  despite  the  rising  vol- 
ume, few  of  these  markets  are  liquid 
enough  to  have  permitted  the  creation  of 
futures,  options,  and  other  hedging  in- 
struments. So  traders  have  had  to  hedge 
their  positions  imperfectly,  largely  by 
selling  U.  S.  Treasury  bonds. 

Debt  from  emerging  countries  has 


says  an  emerging-markets  player.  "Some 
have  lost  a  fortune." 

Some  banks  have  also  been  big  losers. 
But  for  many,  the  full  impact  of  the  re- 
cent market  turmoil  will  not  become  ev- 
ident until  second-quarter  results  are 
published.  In  fact,  many  banks  will  like- 
ly report  first-quarter  earnings  well 
above  what  they  reported  a  year  earlier, 
thanks  mainly  to  lower  costs  for  bad 
loans.  But  some  effects  of  the  volatility 
are  clear,  particularly  at  money-center 
banks  with  active  trading  desks. 
brutal  battering.  Bankers  Trust  New 
York  is  being  watched  particularly  close- 
ly by  analysts.  The  bank,  which  generat- 
ed $1.6  billion  in  trading  revenues  in 
1993,  was  hit  by  widespread  rumors  of 
big  trading  losses  in  March,  and  several 
analysts  have  since  slashed  their  fore- 
casts for  Bankers'  first-quarter  earnings. 
Merrill  Lynch  analyst  Judah  S.  Krau- 
shaar  expects  Bankers'  first-quarter  pro- 
prietary-trading revenues  to  drop  80%. 


trading  in  municipal  bonds  and  n 
gage-backed  securities.  Few  sectors 
received  a  more  brutal  battering 
the  $1.2  trillion  muni  market,  which 
relying  on  leverage  and  high-tech  s 
egies  to  enhance  yields. 

Professional  investors,  such  as 
sion  funds  and  hedge  funds,  jun 
heavily  into  munis  in  recent  moi 
hedging  their  purchases  by  selling  T 
ury  bond  futures,  according  to  Dav 
Murphy,  manager  of  $3  billion  in 
exempt  funds  at  Fidelity  Investmei 

But  now  that  the  pros  are  being 
in  other  markets,  they  are  being  fc 
to  liquidate  billions  of  dollars'  wort 
muni  positions.  Individual  investors 
bailing  out  also.  They  have  yanked 
to  $100  million  out  of  Murphy's  f 
since  the  beginning  of  March,  thi 
some  are  returning.  Overall,  munk 
bond  funds  declined  nearly  3%  di 
the  awful  two  weeks  of  late  March 
early  April,  pretty  much  wiping  oi 
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94's  income  in  one  fell  swoop,  says 
lingstar  Inc. 

>e  reason  for  the  drop?  It's  partly  a 
.ion  of  a  surprisingly  large  amount 
verage  in  the  muni  market— even 
the  professionals  mostly  gone. 
|  closed-end  funds  have  as  much  as 
of  their  assets  in  highly  volatile 
derivatives,  according  to  Richard  J. 
lihan,  manager  of  Dreyfus  Corp.'s 


$30  billion  in  tax-exempt  funds.  Some 
open-end  funds  have  up  to  5%  of  their 
assets  in  swaps  and  other  derivatives. 
These  instruments  can  move  much  more 
violently  than  ordinary  munis.  A  popular 
muni  derivative  known  as  an  inverse 
floater  often  has  price  swings  that  are 
double  those  of  the  overall  market. 

The  other  market  that  has  seen  an 
abrupt  reversal  of  fortune:  derivatives  of 


mortgage-backed  securities,  mainly  in- 
struments that  slice  up  cash  flows  from 
home  loans  into  their  component  parts, 
interest  and  principal.  Industry  sources 
think  that  Kidder  Peabody  and  Bear 
Stearns  have  turned  big  losses  on  such 
securities,  whose  movements  are  harder 
to  predict  than  those  on  conventional 
mortgage  instruments.  Indeed,  Street 
sources  believe  Kidder's  rumored  losses 


WAS  GREENSPAN  OUT  TO  BREAK  A  SPECULATIVE  FEVER? 


By  all  appearances,  the 
Federal  Reserve  and  the 
Clinton  Administration 
were  caught  as  badly  off- 
guard  by  the  recent  slide 
in  the  markets  as  the  in- 
vestment pros  who  got 
burned.  But  that's  not  the 
it  happened,  the  central  bank  and 
Clintonites  now  insist.  When  the 
—with  the  Administration's  quiet 
liescence— began  to  nudge  interest 
I  up  in  February,  the  central  bank 
acted  the  stock  market  to  fall.  And 
iymakers  figured  that 
might  be  a  good 


f  course,  this  revi- 
ist  explanation  is  only 
lg  offered  after  the 

But  both  Fed  and 
ninistration  sources 
3  told  BUSINESS  WEEK 

Fed  Chairman  Alan 
enspan  and  Treasury 
•etary  Lloyd  M.  Bent- 
as  far  back  as  Janu-. 
discussed  the  need  to 
k  a  speculative  stock 
ket  bubble  with  a 

in  short-term  rates, 
vas  a  subject  of  early 
ussion,"  says  one  Fed 
•ial. 

fears.  Nice  idea,  but 
)ing  speculation  in 
ks  proved  far  messier 
l  the  Fed  expected, 
k-to-back  quarter- 
t  rate  increases  on  Feb 


during  the  preceding  three  decades. 
The  market  was  being  driven  up  by  an 
unprecedented  flow  of  money— more 
than  $500  billion  last  year— from  low- 
yielding  money-market  accounts  to 
stock  and  bond  mutual  funds.  "When 
you  have  enormous  rechanneling  of 
funds  from  liquid,  secure  assets  into 
risky,  uninsured  securities,  you  damn 
well  ought  to  be  concerned,"  observes 
one  central  banker. 

The  Federal  Open  Market  Commit- 
tee raised  rates  in  February  mainly 
because  members  feared  that  the  spurt 


THE  FED  CHAIRMAN  THINKS  THAT  BY  RAISING 
RATES  NOW,  HE  FENDED  OFF  A 
JAPANESE-STYLE  CRASH  LATER  IN  THE  YEAR 


4  and  Mar. 
:aused  the  bond  markets  to  come 
nged,  setting  off  a  precipitous  slide 
quities.  "Frankly,  we  were  so  busy 
rying  about  speculation  in  the  stock 
ket  that  we  were  caught  unaware 
the  real  speculative  bubble  was  in 
is,"  explains  another  Fed  official. 
Hiat  drove  the  Fed  to  act?  Its  con- 
is  about  the  stock  market  date 
£  to  early  1993,  when  price-earn- 
ratios  were  running  well  above 
compared  with  an  average  of  15 


of  growth  in  late  1993  had  created  the 
potential  for  inflationary  pressures  next 
year.  FOMC  members  recognized  that 
the  first  rate  hike  in  five  years  would 
trigger  a  significant  sell-off  of  stocks, 
"but  the  market  was  strong  enough  to 
withstand  a  needed  correction,"  ex- 
plains one  Fed  governor. 

Initially,  when  the  bond  market  re- 
acted more  violently  than  equities,  the 
Fed  and  the  Administration  assumed 
that  inflation-phobic  bond  traders  were 
overreacting.  But  only  now  are  offi- 


cials coming  to  realize  the  extent  to 
which  the  bond  market  was  overlever- 
aged.  National  Economic  Council  Di- 
rector Robert  E.  Rubin,  former  co- 
chairman  of  Goldman,  Sachs  &  Co., 
checked  in  with  some  high-powered 
friends  on  Wall  Street.  Their  consensus 
view,  he  later  wrote  in  a  memo  to 
President  Clinton,  was  that  bets  on 
stable  or  falling  interest  rates  had  left 
traders  literally  without  any  margin 
for  error. 

upbeat  mood.  Fed  and  Administra- 
tion officials  were  shaken  by  the  earth- 
quake that  the  Fed  set 
off  in  the  bond  and  stock 
markets,  but  by  Apr.  6 
they  were  sounding  up- 
beat. With  the  markets 
seemingly  settling  down, 
they  now  expect  growth 
and  inflation  to  run  at 
about  3%  this  year.  "The 
fundamentals  are  as  good 
as  I've  seen  them  in  the 
last  20  years,"  contends 
Bentsen. 

One  reason?  Fed  offi- 
cials believe  long-term 
bond  yields  will  fall  in 
the  coming  months.  And 
they  expect  strong  first- 
quarter  corporate  earn- 
ings reports  to  help  sta- 
bilize the  stock  market. 
Indeed,  Greenspan  thinks 
he  has  done  investors  a 
service:  By  raising  inter- 
est rates  now  instead  of 
waiting  six  to  nine  months,  he  broke 
the  speculative  fever  before  it  caused  a 
devastating  Japanese-style  stock  mar- 
ket crash. 

Of  course,  all  this  could  well  be 
some  major  spinmeistering  by  Green- 
span &  Co.  But  even  if  it  is,  the  Fed  is 
now  sending  out  an  unmistakable  mes- 
sage to  big  investors:  Leverage-fueled 
speculation  has  got  to  slow,  or  the  Fed 
will  be  on  the  case. 

By  Owen  Ullmann,  with  Paul 
Magnusson  in  Washington 


ORY 
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stem  from  the  liquidation  of  fund  manag- 
er Askin's  portfolio.  Throughout  the 
mortgage  market,  "we  saw  panic  sell- 
ing," says  Vincent  T.  Pica  II,  head  of 
mortgage-hacked  securities  at  Pruden- 
tial Securities  Inc. 

The  upheaval  in  the  mortgage  market 
has  been  especially  painful  for  banks, 
mainly  their  longer-term  mortgage- 
backed  investments.  Homeowners  are 


less  inclined  to  refinance  mortgages 
when  rates  are  high.  As  a  result,  banks 
are  being  stuck  with  low-yielding  mort- 
gage-backed assets  just  when  the  cost  of 
financing  their  inventories  is  going  upi 
While  financial  institutions  are  reeling 
from  the  market  turmoil,  much  of  Corpo- 
rate America  is  more  or  less  shrugging 
it  off.  Over  the  past  few  years,  compa- 
nies have  moved  aggressively  to  repair 


strained  balance  sheets  by  taking 
vantage  of  the  lowest  rates  in  moreB 
two  decades.  But  some  companies  » 
relied  on  financial  engineering  tol 
borrowing  costs  may  find  that  cow 
back  to  haunt  them  if  rates  stay  In 
Fredrick  J.  Chapey  Jr.  of  Chase  Mail 
tan  Bank,  notes  that  many  corpora* 
that  sold  fixed-rate  debt  during  the! 
erage  boom  lowered  their  financing  % 


HOW  SOME  PROS  GOT  IMPALED  ON  THE  INTEREST  SPIKES 


^he  basic  product,  cons,., 
of  income  from  a  poo 
of  mortgages 


To  many  people,  mort- 
gage payments  are  a 
painful  reminder  of  in- 
debtedness. But  to  Wall 
Street,  they  represent  a 
long-running  bonanza. 

Mortgages  are  the  raw 
material  Wall  Street  slices 
and  dices  into  securities  that  investors 
have  been  snapping  up  for  years.  A 
mortgage-backed  se- 
curity relies  on  a 
pool  of  individual 
mortgages  that 
serve  as  its  collater- 
al. The  market  is 
huge:  Issuers  raised 
$418  billion  in  1993 
alone.  But  stagger- 
ing losses  in  these 
highly  complex  se- 
curities "will  mean 
much  smaller  issu- 
ance of  mortgage  de- 
rivatives," says  Worth 
Bruntjen,    a  senior 
vice-president  with 
Piper  Jaffray  Capital. 
And  that  could  lead  to 
lenders  holding  back 
on  new  mortgages. 

The    pros  were 
blindsided    by  the 
sharpest    spike  in 
interest  rates  in  10 
years.    The  price 
drop  brought  trading 
in  the  MBS  market 
to  a  halt.  Big  inves- 
tors sold  Treasuries 
to    meet  margin 
calls,  boosting  over- 
all interest  rates. 

The  biggest  hits  came  in 
some  of  Wall  Street's  most  innovative 
creations:  interest-only  (10)  and  princi- 
pal-only (PO)  strips.  To  make  them,  Wall 
Street  strips  apart  the  two  elements 
that  underlie  mortgages,  packaging 
interest  and  principal  payments  into 
separate  securities.  Both  offer  some  of 


the  highest  fixed-income  returns  around. 

The  key  to  understanding  why  the 
10  and  PO  markets  imploded  lies  in 
what  individual  homeowners  do  when 
interest  rates  move.  Small  changes  af- 
fect behavior  in  a  fairly  predictable 
way.  But  dramatic  moves  can  cause  all 
hell  to  break  loose.  The  rocket  scien- 
tists' computer  models  weren't  geared 
for  a  market  move  this  extreme. 

SLICING  AND  DICING  YOUR  MORTGAGE 

Wall  Street  has  converted  the  simple  mortgage  payment  into  a  melange  of 
mortgage-backed  securities  known  as  collateralized  mortgage  obligations. 
CMOs  range  from  the  highly  predictable  to  the  highly  risky. 


fo  risk  of  mortgage 
prepaymenf 


Rapidly  rising  rates  stop  mortgage 
refinancing  in  its  tracks.  For  a  holder 
of  a  PO,  that  means  waiting  longer 
than  expected  to  get  the  principal  re- 
paid, so  the  PO,  whose  initial  price  was 
based  on  a  shorter  payout  period, 
plunges  in  value.  IOs,  on  the  other 


hand,  benefit  from  rising  rates,  1 
cause  as  repayments  slow,  inter! 
streams  lengthen,  and  the  holder  gf 
interest  for  a  longer  period. 

Where  some  pros  went  wrong  v% 
in  thinking  they  could  hedge  IOs  wl 
POs.  It  seems  logical  that  a  price  dil 
in  the  PO  could  be  offset  by  a  prl 
rise  in  the  10.  But  hedges  work  onljf 
there's  liquidity  in  the  markets.  As  I 
vestors  fled  the  itM 
market,  prices  on  l& 
tanked. IOs  moved  I 
slightly,  but  hare 
enough  to  offset  t 
fall  in  the  POs.  Hed 
funds  Granite  Capi 
and  Granite  Partn« 
saw  their  "mark 
neutral"  positions 
which    hedged  I 
with  POs— disintegra 
After  Granite  miss 
a  margin  call,  sect 
ities  in  its  two  fun 
were      seized  ai 
dumped  on  the  mark< 
resulting  in  huge  loss< 
Piper's  Bruntje 
who  buys  IOs  and  f 
for  a  mutual  fund 
manages,  feels  som 
what  chastened 
how  mortgage  deriv 
tives  behaved.  "We 
all  have  to  revisit  o 
analysis  of  these 
curities,"    he  say 
"The  tools  used 
project  returns  wl| 
have  to  deal  with 
broader  array  of  p 
tential  outcomes." 
Sure,  mortgage  derivative 
are  complex.  There  are  PACs,  TACs, 
tranches,  and  a  whole  alphabet  soup 
variations  on  the  IO/PO  theme.  But  a 
ter  all,  the  people  in  these  market 
are  supposed  to  be  pros.  It  seerr 
they'll  have  to  relearn  the  abcs. 

By  Suzanne  Woolley  in  New  Yo: 


X-TRAMCHI  CMOs 

other  investors  get  paid 
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Many  of  Rockwell's  most  successful  launches 
have  nothing  to  do  with  space. 


Rockwell  builds  and  delivers  sunroofs  to  order 
in  just  over  two  hours,  instead  of  two  weeks. 


Goss  presses  from  Rockwell  fill 
newspapers  worldwide  with  more  local  color. 


Rockwell  is  known  for  building  Space 
Shuttles  and  powering  them  into  orbit. 
But  we  also  launch  new  applications  of 
technology.  New  manufacturing  processes. 
New  ways  to  manage.  And  new  responses 
to  our  customers'  needs. 

We've  leveraged  our  automotive  and 
industrial  automation  know-how  to  build 
and  deliver  aerodynamic  sunroof  systems 
just  in  time— responding  in  136  minutes 
instead  of  two  weeks. 

We've  converted  our  defense  electronics 
technology  to  create  smart  highways  for 
safer  and  more  efficient  travel. 


Rockwell  battles  highway  congestion 
by  converting  defense  electronics  technology. 


Rockwell  process  improvements  save  NASA  over 
20%  on  Space  Shuttle  operations  and  main  engines. 


We've  designed  and  built  printing 
presses  that  integrate  our  electronics  and 
graphic  systems  expertise.  Giving  news- 
papers a  competitive  edge  through  greater 
operating  efficiency  and  flexibility  in  the 
use  and  placement  of  high-quality  color. 

And  we've  employed  Continuous 
Process  Improvement  practices  to  save 
NASA  millions  of  dollars  on  Space  Shuttle 
operations  and  main  engines. 

Rockwell  people  are  driven  by  a  restless 
dissatisfaction  with  the  status  quo.  Contin- 
ually launching  innovative  answers  for  our 
customers  in  each  of  the  markets  we  lead. 


'1*  Rockwell 


AUTOMATION    /    AVIONICS    /    DEFENSE  ELECTRONICS    I    TELECOMMUNICATIONS    /    AEROSPACE     /    AUTOMOTIVE    /    GRAPHIC  SYSTEMS 
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even  further  by  entering  into  interest- 
rate  swaps.  ' 

In  these  transactions,  the  corporations 
agreed  to  pay  banks  or  insurance  compa- 
nies a  floating  rate  of  interest  on  the 
debt— say,  4%  at  the  outset— for  a  few 
years.  The  banks  or  insurers  would  then 
pay  the  companies  a  fixed  rate  of  inter- 
est—say, 7%— enabling  them  to  continue 
repaying  their  bondholders. 


This  game  worked  as  long  as  short- 
term  interest  rates  were  low.  But  now 
that  they're  rising,  companies  that  en- 
tered into  swaps  are  seeing  the  costs 
of  these  transactions  climb  rapidly.  So 
some  are  trying  to  buy  their  way  out  of 
the  deals— at  a  hefty  price. 

Therein  lies  the  lesson  of  the  '94  mar- 
ket plunge.  Leverage  that  built  up  in 
the  financial  system  spawned  a  multi- 


tude of  deals  and  instruments.  Man 
them  were  worthy.  But  in  the  < 
many  carried  a  painful  price.  When 
Fed  started  squeezing  credit,  everj 
found  out  how  painful  leverage  can 
How  many  pros  will  remember  that 
son  the  next  time  around? 

By  William  Glasgall—with  Kelley 
land,  Leah  Nathans  Spiro,  and  Philli 
Zweig—in  New  York,  and  bureau  rej. 


Commentary/by  Christopher  Farrell 

WALL  STREET'S  SHIVERS  WON'T  SHAKE  THIS  RECOVERY 


Ever  since  it  became  clear 
that  the  U.  S.  economy 
V^^Vg/  had  powered  ahead  at  a 
torrid  7%  annual  rate  late 
last  year,  investors  have 
worried  that  accelerating 
growth  would  unleash  in- 
flation. When  the  Federal 
Reserve  Board  raised  short-term  in- 
terest rates  on  Feb.  4,  investors  bailed 
out  of  bonds,  fearing  that  the  Fed  had 
early  warnings  of  an  imminent  inflation 
surge. 

Forget  inflation.  The  bond 
market's  plunge  is  a  vivid 
demonstration  that  the  U.  S. 
economy  can't  generate  a 
sustained  price  acceleration. 
Together,  inflation  hawks  at 
the  Fed  and  vigilantes  in  the 
bond  market  will  react  to 
even  a  hint  of  price  pressure, 
pushing  interest  rates  high 
enough  to  modulate  growth. 
That,  in  turn,  will  ease  infla- 
tion pressures.  "The  bond 
market  and  the  Fed  are 
both  a  little  on  the  crazy 
side,  and  rising  rates  dra- 
matically increase  the  odds 
that  inflation  can't  go  higher 
but  will  go  lower,"  says  Ed- 
ward E.  Yardeni,  economist 
at  C.  J.  Lawrence.  Adds  Pe- 
ter Bernstein,  a  New  York- 
based  economist:  "The  rise 
in  rates  was  a  stern  warn- 
ing by  the  markets  that  any 
inflation  will  be  penalized." 
PLENTY  OF  POSITIVES.  Moreover,  this 
rate  surge  won't  send  the  economy 
into  a  deep  funk.  For  one  thing,  the  in- 
crease in  rates  is  unlikely  to  last  for  a 
long  time  because  it's  overdone.  Pro- 
ducer and  consumer  price  inflation  for 
goods  other  than  food  and  energy  have 
risen  less  than  1%  during  the  past 
year.  In  the  global  economy,  industrial 
capacity  is  in  excess,  labor  supplies 


are  ample,  and  competition  is  white- 
hot.  That  will  restrain  prices  and 
wages  in  the  U.  S.  Says  Christopher 
Turner,  chief  currency  economist  at 
Barclays  de  Zoete  Wedd  Ltd.  in  Lon- 
don: "As  long  as  the  U.  S.  market  re- 
mains fairly  open,  competition  should 
help  keep  a  lid  on  inflation." 

The  U.  S.  economy,  meanwhile,  has  a 
lot  going  for  it,  including  healthy  cor- 
porate balance  sheets  and  rising  con- 
sumer demand.       Most  important, 


v\ 


though,  is  the  seis-  mic  force  of 
higher  productivity.  Companies  can 
ramp  up  output  sharply  without  strain- 
ing capacity  and  provoking  a  wage- 
and-price  spiral.  Improved  productivity 
means  faster  economic  growth  and  low 
inflation  can  coexist. 

U.  S.  companies  are  achieving  stun- 
ning gains  in  productivity  through  the 
painful  tactics  of  cost-cutting  and  lay- 
offs. But  what  makes  this  productivity 


improvement  special  is  that  ma 
companies  have  moved  beyond  the  si 
vival  strategies  of  slash-and-burn.  Th 
are  tearing  down  bureaucratic  wal 
giving  more  power  to  workers,  and 
vesting  huge  sums  in  high-tech  equ 
ment.  Over  the  past  three  years,  bu 
ness  investment  has  grown  at  a  hea 
10.9%  average  annual  rate, 

The  payoff:  Despite  the  slowe 
growth  of  any  business  upturn  sin 
World  War  II,  output  per  hour  in  t 
nonfarm  business  sector  h 
risen  at  a  2%  average  anm 
rate,  similar  to  the  trend 
the  1950s  to  early  197( 
"Thanks  to  the  informati 
revolution,  the  U.  S.  ecor 
my  is  on  a  faster  producti 
ty  track  than  it  was  duri: 
the  previous  two  decade 
say  economists  at  Men 
Lynch  &  Co. 

A  repeat?  Of  course, 
vestors  are  naturally  reh 
tant  to  risk  trillions  on  a  tl 
ory  that  inflation  can  st 
low  and  growth  robust.  B 
it  has  happened  befoi 
Take  the  period  surroundi 
the  turn  of  the  century, 
was  a  time  of  tremendo 
international  capital  ai 
trade  flows,  strong  growl 
technological  innovation,  ai 
negligible  inflation. 

If  the  productivity  thes 
is  right,  the  economy's  nc! 


: 


inflationary  growth  potential  is  sharp; 
higher  than  it  was  in  the  1970s 
1980s.  Bond  rates  will  trend  lower,  a 
the  stock  market  will  head  higher.  E 
spite  violent  spikes  in  interest  rate 
the  economy  will  grow  faster,  and  li 
ing  standards  will  rise.  That's  good  f' 
Main  Street  as  well  as  Wall  Street. 

Farrell  writes  about  economics  j 
BUSINESS  WEEK. 
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The 


more 


you 

under  stand 
some  thing 


the 
more 


things 


you 

can 
do 

with 


it. 


Obvious,  right?  Yet  so  often  overlooked.  Particularly  when  it  comes  to  insurance.  It's  amazing  how 
lr  property,  casualty  and  life  coverage  can  work  for  you  once  you  understand  it.  That's  why  at  USF&G, 
rything  we're  doing  is  directed  toward  simplifying  and  clarifying  an  otherwise  confusing  process.  [In 
t,  we're  out  to  change  the  very  nature  of  insurance.]  With  new  talents,  technologies  and  products  to 
w  from,  our  agents  can  make  your  money  work  harder.  [So  you  can  get  what  you  need,  and  eliminate 
at  you  don't. 1  Ask  an  independent  agent  about  USF&G,  and  find  out  just 

v  we'd  handle  your  business  or  personal  insurance  needs  [hint:differently].   4£  U  S  F  U 

E  DIFFERENCE  IS  UNDERSTANDING 


THE  WHITE  HOUSE  I 


HILLARY  CLINTON, 
GO-GO-GETTER 


In  the  '80s,  she  parlayed  her  prominence  into  a  sizable  nest  egg 


Throughout  the  1992  campaign,  Bill 
and  Hillary  Rodham  Clinton  cast 
themselves  as  Log  Cabin  Democrats 
struggling  to  make  it  into  the  middle 
class.  But  since  then,  a  new  picture  has 
emerged.  Although  they've  attacked  GOP 
"quick-buck  artists"  and  "those  who  spec- 
ulate in  paper,"  the  Clintons  have  put  to- 
gether a  handsome  portfolio. 
While  Bill  chose  a  career  of  pub- 
lic service  in  Arkansas  and  the 
meager  income  that  came  with 
it,  Hillary  became  the  designated 
breadwinner.  In  that  role,  she 
pursued  an  aggressive  invest- 
ment strategy  that  appears  to 
have  capitalized  on  her  status  as 
the  governor's  wife  and  on  ac- 
cess to  well-connected  friends. 

A  variety  of  activities— from  a 
spectacular  windfall  in  high-stakes 
commodities  trading  to  a  hedge 
fund  with  investments  in  health 
stocks— helped  Hillary  Clinton  ac- 
cumulate a  family  net  worth  that, 
according  to  federal  disclosure  forms, 
ranged  anywhere  from  $500,01)0  to  $1.5 
million  by  1992.  Says  Roy  Drew,  a  Little 
Rock  money  manager  who  once  handled 
some  Clinton  investments:  "She  was  do- 
ing the  same  thing  as  all  those  yuppies 
who  she  said  represented  the  decade  of 
greed  Money  was  extremely  impor- 
tant to  [the  Clintons]." 

White  House  officials  argue  that  the 
Clintons  acted  like  any  young  couple 
trying  to  build  a  nest  egg.  Hillary  Clin- 
ton, they  note,  declined  her  share  of 


fees  from  work  her  firm  performed  for 
the  state.  And  the  Rose  Law  Firm's 
partnership-share  formula,  they  say,  pen- 
alized her  for  time  spent  on  good  works, 
such  as  education  reform.  "There  is  noth- 
ing wrong  with  a  professional  couple 
making  appropriate  investments,"  says 
Chief  of  Staff  Thomas  F.  McLarty  III. 


M  Clinton's 
aggressive 
investment 
strategy  belies 
the  image  of 
Log  Cabin 
Democrats  who 
decried  "quick- 
buck  artists" 


"They  were  not  wheeling  and  dealing." 

But  as  revelations  of  the  Clintons'  in- 
vestment strategy  continue,  the  First 
Couple  have  been  pushed  onto  the  de- 
fensive. At  an  Apr.  5  town  meeting  on 
health  care  in  Charlotte,  N.  C,  the  Pres- 
ident was  asked:  "Are  you  really  one  of 
us  middle-class  people,  or  are  you  in 
with  the  villainous,  money-grubbing  Re- 
publicans?" Good  question.  Consider 
some  of  Hillary  Clinton's  activities: 
■  Smooth  Operator.  In  1984,  Hillary 
Clinton  bet  that  the  hot  new  cellular- 


telephone  business  would  take  off. 
joined  a  group  of  17  investors— mc 
prominent  Little  Rock  attorneys  and 
ecutives— to  apply  for  a  license  to  n 
local  cellular  franchise. 

Winning  the  license  was  far  fro: 
sure  thing,  and  Clinton  put  up  just  $£ 
for  a  2.5%  share.  But  the  group,  he* 
by  Little  Rock  adman  David  Wat! 
now  a  White  House  official,  got  the  i 
chise  after  buying  out  the  winner, 
most  other  local  franchise  winners, 
group  never  built  a  system.  Instea< 
sold  out  the  license  to  McCaw  Cell 
Communications  Inc.  Four  years  a  'H 
her  investment,  Clinton  received  a  cl§  f"''f" 
for  $45,998. 

Another  investor,  Larry  Wallace, 
er  of  the  Little  Rock  NBC  affiliate, 
Clinton  was  recruited  for  her  marc 
value.  As  a  prominent  female  law 
and  governor's  wife,  Hillary  would 

press  the  Federal  Commur  bi 
tions  Commission,  which  plar  iip« 
to  weigh  the  merits  of  com 
ing  applicants.  In  the  end, 
FCC  changed  gears  and  aw  |i, 
ed  licenses  by  lottery.  A  W 
House  official  says  that 
group  intended  to  build  the 
tern  itself  but  sold  to  Mc( 
when  the  market  changed. 
■  Corporate  Director.  Despi 
lack  of  business  experiei  i 
Hillary  Clinton  was  asked  t( 
on  three  Arkansas-based  con 
nies'  boards,  including  TCBY 
terprises  Inc.  and  Wal-MftR 
Stores  Inc.  In  1991,  she  ear 
$64,700— more  than  a  third  of  her 
come— from  these  companies  and 
ginia-based  LaFarge  Corp. 

Wal-Mart  Chief  Executive  Davi< 
Glass  says  Clinton  "was  chosen  for  w§a 
she  could  bring  to  the  board,  not  for 
she  was."  Glass  says  she  was  a  mento 
female  executives  and  pushed  Wal-M 
to  become  more  environmentally  <ja 
scious.  She  also  learned  the  retail  bfc  [  ] 
ness  from  Glass.  Clinton  already  kip? 
enough  to  have  bought  400  shares  of  w. 
Mart  before  joining  the  board.  The  stcfljrt 
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HILLARY  IN 
BUSINESS: 
A  HISTORY  OF 
SUCCESS 

Whitewater  aside, 
Hillary  Rodham  Clinton 
has  profited  from  a 
variety  of  business 
opportunities: 


In  1  984,  Hillary 
Clinton  put 
$2,014  into  a 
partnership 
that  later  won 
a  federal 
cellular-tele- 
phone franchise. 
Clinton's  return  was 
about  $45,998. 


CORPORATE 
BOARDS 


Clinton  earned  about 
$200,000  in  fees  for 
her  work  as  a  director 
of  four  companies, 
beginning  in  1986.  Two 
of  the  companies 
steered  nearly  $1 .3  mil- 
lion in  legal  work  to  her 
law  firm  during  her 
board  tenure. 


COMMODITIES 
TRADING 


From  late  1 978  to  1 980, 
Clinton  parlayed  $1,000 
into  nearly  $100,000  in 
ie  cattle  marf 


Clinton  has  about 
$90,000  in  a  hedge 
fund  that  has  holdings 
in  health-care  stocks- 
possible  conflict  of 
interest,  considering  th 
First  Lady's  role  in 
health-care  reform. 

DATA:  BUSINESS  WEEK 
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3,  which  split  several  times  since, 
quadrupled,  to  more  than  $100,000, 
•ding  to  federal  disclosure  forms, 
was  at  TCBY,  however,  that  Hillary 
ied  the  art  of  boardroom  politics, 
n  some  shareholders  sued  the  fro- 
'Ogurt  chain  in  1990,  TCBY's  directors 
ed  outside  counsel.  According  to 
director,  Clinton  persuaded  the 
d  to  choose  Rose  over  the  Chicago 
where  TCBY  director  and  former 
utive  Erik  B.  Wulff  worked.  TCBY 
Rose  nearly  $1.2  million  in  1991-92. 
TCBY  spokeswoman  says  Rose  al- 
y  had  handled  the  company's  secur- 
filings.  Experts  differ  on  whether 
,on  acted  unethically.  It's  common 
>artners  to  serve  on  the  boards  of 
t  corporations,  as  Wulff  had.  But 
lington  lawyer  Harvey  L.  Pitt,  an 
rt  on  conflicts  facing  attorneys  on 
ds,  says  these  lawyers  can't  serve 
masters:  "It  seems  clear  she  was 
ig  to  use  her  position  to  influence 
election  of  counsel.  That  was  not  in 
)est  interest  of  the  corporation." 
e  Speculator.  Commodities  experts 
t's  possible,  but  extraordinary,  for  a 
;e  to  turn  a  $1,000  stake  into 
S7,  as  Clinton  did  between  1978  and 
Experts  who  reviewed  Clinton's 
.ant  statements  for  business  week 
;he  sold  short  and  took  "spread  posi- 
a  complex  technique  involving 
simultaneous  purchase  and  sale  of 
•acts.  "The  kind  of  trading  done  in 
account  was  extremely  aggressive," 
Charles  K.  Levitt,  an  analyst  at 
on  Trading  Corp.  in  Chicago, 
inton  says  she  got  advice  from 
is  B.  Blair,  then  outside  counsel  to 
n  Foods  Inc.  The  White  House  says 
i  was  nothing  improper  about  the 
ionship  between  Hillary  Clinton  and 
tounsel  to  one  of  the  state's  largest 
oyers,  pointing  out  that  the  gov- 
r  and  Tyson  were  often  at  logger- 
s.  But  some  experts  believe  she  got 
al  treatment  from  Refro  Inc.  broker 
:rt  L.  "Red"  Bone,  who  allowed  her 
it  up  less  money  than  is  normally 
ired.  In  June,  1979,  she  had  an  ac- 
t  worth  $56,166  but  held  a  short 
ion  on  cattle  contracts  that  should 
required  $97,500  in  margin.  "If  she 
some  jerk  off  the  street,  nobody 
d  do'that  for  her,"  says  Thomas  A. 
a  Jr.,  a  former  lawyer  for  the  Com- 
ty  Futures  Trading  Commission, 
me  of  ,|his  was  illegal.  Ethics  ex- 
are  divided  over  whether  it  was 
oper.  But  whatever  the  First  Lady 
is  of  the  go-go  Reagan  years,  it's 
•  she  wasn't  above  taking  advan- 
of  the  opportunities  they  presented. 
/  Susan  B.  Garland  and  Dean  Foust, 
Mark  Lewyn  in  Washington,  Greg 
s  in  Chicago,  a?id  Wendy  Zellner  in 
is 


SOFTWARE  I 


ENDGAME  FOR 
BORLAND? 


Red  ink,  a  late  product,  lawsuits-the 
company's  woes  keep  piling  up 


Philippe  Kahn  likes  to  have  a  good 
time,  whether  he's  playing  the 
saxophone  or  running  his  software 
company,  Borland  International  Inc. 

Says  the  French-born  Kahn:  "If  you're 
not  having  fun,  it's  not  worth  it."  But  if 
Kahn's  bonhomie  seems  a  bit  strained 
these  days,  it's  little  wonder:  The  very 
existence  of  the  company  could  be  in 
question. 

Kahn  bought  a  reprieve  in  late 
March,  when  he  sold  off  his  prized  Quat- 
tro  Pro  spreadsheet  line  to  Novell  Inc. 
for  $145  million.  But  sales  at  Borland 
are  sliding,  and  analysts  expect  a  loss  of 


ANALYSTS  FIGURE  BORLAND  MIGHT  BE  A  TAKEOVER 
CANDIDATE,  BUT  KAHN  DOWNPLAYS  THE  POSSIBILITY 


up  to  $28  million  for  the  quarter  ended 
Mar.  31— excluding  the  cost  of  a  10% 
layoff.  Meanwhile,  a  key  new  product 
is  late,  and  top  managers  have  been 
defecting. 

RESCUE  PLAN.  In  late  March,  with  cash 
running  short,  the  42-year-old  Kahn  was 
forced  to  take  drastic  measures.  In  con- 
sultation with  the  company's  auditor, 
Price  Waterhouse,  Kahn  brought  in  the 
accounting  firm's  Keith  Maib,  known  as 
a  turnaround  expert,  as  chief  operating 
officer.  Maib  ordered  the  10%  layoff- 
just  15  months  after  a  15%  cutback. 
Then  came  the  sale  of  the  spreadsheet 
business. 

The  immediate  reaction  on  the  Street 
was  favorable.  Cost-cutting  aside,  ana- 
lysts figure  that  Borland  now  might  be  a 
takeover  candidate  and  cite  such  rivals 
as  Oracle,  Sybase  (page  116),  or  Lotus 


Development    as    potential  buyers. 

Kahn,  however,  downplays  the  pos- 
sibility of  a  sale.  "We  feel  like  a  beauti- 
ful girl  that  everyone  wants  to  marry," 
he  says.  "But  we  are  enjoying  our  inde- 
pendence." Still,  Kahn  acknowledges,  "it 
would  be  silly  for  me  to  say  we  are  go- 
ing to  be  100%  independent,  but  we  are 
operating  on  the  assumption  that  we 
will  he  an  independent,  successful 
company." 

Will  Borland  be  able  to  succeed  as 
a  smaller,  niche  player?  Kahn's  plan  is  to 
turn  the  company  into  a  lean  and  mean 
supplier  of  software  "tools"  to  build 
"client-server"  computer  systems.  But 
while  Borland  is  strong  in  such  tools- 
programming  languages  and  other  build- 
ing-block programs— for  single  PCs, 
it  has  little  experience  in  the  client- 
server  market.  Borland  has  never  been 
successful  at  peddling  InterBase,  its 
lone  high-end  database  program,  despite 
a  booming  market. 

LEGAL  WOES.  Kahn  is  pinning  his  hopes 
on  new  products.  A 
Windows  version  of 
the  widely  used 
dBase  database  is  ex- 
pected in  June— and 
Kahn  says  it  alone 
will  return  Borland 
to  profitability.  But 
the  new  offering  is 
more  than  a  year 
late,  and  PaineWeb- 
ber  analyst  Mike  K. 
Kwatinetz  figures  a 
third  of  Borland's 
dBase  customers 
have  defected  to  oth- 
er products.  Kahn 
says  that  his  other 
big  sales  weapon,  a 
new  "visual"  pro- 
gramming language, 
will  be  out  later  this 
year. 

Even  if  Kahn's  new  strategy  works, 
however,  Borland  is  not  home  free.  The 
company  is  still  saddled  with  the  poten- 
tial liabilities  of  the  Quattro  Pro  busi- 
ness—a drawn-out  copyright-infringement 
suit  brought  by  Lotus.  Borland  lost  a 
trial  in  U.  S.  District  Court  in  Massa- 
chusetts. If  it  now  loses  on  appeal,  it 
could  be  forced  to  pay  Lotus  anywhere 
from  $15  million  to  $100  million  in  dam- 
ages. Borland  also  faces  a  major  share- 
holder suit  alleging  securities-law  viola- 
tions by  some  company  insiders. 

In  the  face  of  all  these  problems,  how- 
ever, Kahn  remains  characteristically 
upbeat.  "We  have  been  given  a  second 
chance,"  he  says.  "This  company  is  in 
the  best  position  it  has  been  in  three 
years."  Are  we  having  fun  yet? 

By  Amy  Cortese  in  New  York  and 
Richard  Brandt  in  San  Francisco 
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You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpin"  3X  CD-ROM  readers  are  the  best- 
performing  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache, 
and  a  SCSI  2  interface. 

Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO  Or  for  details  via  fax,  call  NEC  FastFacts'  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM  And 
you'll  actually  get  to  have  an  honest  conversation  for  a  change.  m  H^™^^^ 


EXECUTIVE  PAY  ■ 


IN  THE  PAY  TOURNEY, 

IT'S  ADVANTAGE,  OUTSIDERS 


CEOs  recruited  from  other  companies  are  drawing  the  most  compensation 


W 


hen  software  maker  Novell 
Inc.  hired  Robert  J.  Franken- 
berg  (page  52)  as  its  new 
chief,  it  almost  certainly  upped  its  CEO 
salary  costs  dramatically.  Although  No- 
vell hasn't  yet  disclosed  the  size  of  the 
pay  package  it  used  to  recruit  the 
Hewlett-Packard  executive,  the  company 
is  certain  to  pay  him  vastly  more  than  it 
laid  out  lor  predecessor  Raymond  J. 
Noorda,  who  refused  cash  bonuses  and 
stock  options  and  drew  a  miserly  salary 
of  $285,585  last  year. 

Novell  is  part  of  a  trend  in 
executive  compensation,  and 
the  lesson  is  clear:  It  pays— 
hugely— to  be  an  outsider  CEO 
coming  in.  In  the  last  year, 
companies  from  IBM  and  East- 
man Kodak  to  St.  Jude  Medical 
and  Alza  have  used  some  of 
the  biggest  pay  packages  ever 
written  to  nab  outsider  CEOs. 
Moreover,  says  Graef  S.  Crys- 
tal, an  executive  pay  critic: 
"The  size  of  these  packages 
substantially  exceeds  the  pay 
of  insiders." 

SIGN-ON  CASH.  What  kind  of 
bennies  can  a  new  chief  execu- 
tive expect?  The  median  in- 
crease in  cash  pay  is  about 
35%,  according  to  a  survey  by 
SpencerStuart,  an  executive 
search  firm.  Roughly  one-third 
of  the  50  CEOs  tracked,  how- 
ever, got  raises  of  50%  or 
more.  The  packages  often  heap 
on  the  perks,  too,  including  re- 
location allowances  and  low-in- 
terest loans— to  say  nothing  of 
sign-on  bonuses  that  even  some 
baseball  free  agents  would 
envy. 

Why  such  hefty  premiums? 
Companies  often  have  little 
leverage  over  successful  exec- 
utives who  are  perfectly  happy 
where  they  are.  "When  you  re- 
cruit a  ceo  from  the  outside, 
you  have  to  compensate  peo- 
ple for  the  risk  and  uncertainty 
of  changing  jobs,"  says  Dayton 
Ogden,  managing  director  of 
SpencerStuart. 

Judging  by  some  of  last 
year's  contracts,  uncertainty 
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demands  a  near  king's  ransom.  To  eval- 
uate the  packages  of  several  leading  re- 
cruits, business  week  asked  Crystal  to 
use  an  option  pricing  model  to  value 
stock-option  grants  and  determine  the 
overall  worth  of  the  offers— yielding  the 
most  precise  and  detailed  picture  yet  of 
big  compensator:  packages.  The  upshot: 
Compensation  carrots  dangled  before 
CEO  candidates  last  year  ranged  as  high 
as  $39.6  million. 

The  grand-prize  winner  is  no  surprise: 


"Cheer  up,  fimbo — it's  only  a  matter  of  time  before  one  of  those  hi 
executive  searches  going  on  out  there  stumbles  across  you. " 


BONUS  BABIES 


Executive 

Company 

Sign-on 
bonus 

Stock 
package* 

LOUIS  V.  GERSTNER  JR. 

IBM 

54,924,596 

10,820,880 

GEORGE  M.C  FISHER 

EASTMAN  KODAK 

5,000,000 

22,310,279 

HERBERT  M.  BAUM 

QUAKER  STATE 

850,000 

2,140,791 

ROHALD  A.  MATRICARIA 

ST.  JUDE  MEDICAL 

358,250 

6,623,700 

MICHAEL  H.  JORDAN 

WESTINGHOUSE 

400,000 

6,496,380 

RANDALL  L.  TOBIAS 

ELI  LILLY 

2,060,074 

'Includes  restricted  slock  and  eslimoled  value  of  option  package 

DATA  COMPANY  REPORTS 

George  M.  C.  Fisher,  for  the  pay 
age  he  coaxed  out  of  Eastman  Ko| 
Co.  last  year.  The  former  Motorola 
chief  received  what  many  observer: 
gard  as  the  most  lucrative  "golden  h< 
ever,  business  week  estimates  the  vi 
of  his  package  at  $39.6  million— noi 
eluding  the  apartment  Kodak  provil 
Fisher  before  he  bought  his  new  ho| 
or  the  cost  of  taking  his  Barrington 
(111.)  residence  off  his  hands. 

On  top  of  a  sign-on  bonus  of  $5 
lion,  Fisher  received  an  $8.3  million 
that  will  be  forgiven  if  he  stays  \l 
Kodak  for  five  years.  Fisher's  hi 
salary  is  $2  million,  with  a  guaranty 
minimum  bonus  of  $1  million  for 
year  and  next,  and  a  restricted  s 
grant  worth  $1.3  million.  The  bigj 
single  chunk  is  an  option  on  1.3  mil) 
shares,  or  25%  of  all  the  options  hai 
out  to  employees  last  year.  That  op 
grant  alone  is  worth  $21 
lion,  Crystal  figures. 

Of  course,  Louis  V.  Ge| 
ner  Jr.  didn't  do  badly  eii 
when  he  agreed  last  yea 
leave  RJR  Nabisco  Inc.  for 
The  value  of  Gerstner's  en| 
package:  $21.9  million,  a 
that    includes  options 
500,000  shares  of  IBM  s 
worth  $10.8  million  and 
amounts  to  a  hiring  bonu: 
nearly   $5  million.  An 
spokesman  says  the  bo] 
compensated  Gerstner  for 
efits  he  "left  on  the  table' 
his  old  job.  IBM  even 
Gerstner  $25,000  for  fina 
and  tax-planning  services 
vided  by  RJR  and  his  first-q 
ter  RJR  bonus  of  $500,000 
he  forfeited  upon  joining 
computer  company. 
INSIDER  TRADING?  By  com 
son,  the  package  given  to 
ry  E.  Dempsey  to  join  PPG 
dustries   Inc.   is  downri 
skimpy.  Dempsey,  who 
waste-treatment  company  w 
Technologies  Inc.  last  Auj 
was  handed  5,000  share 
PPG  stock  worth  $346,350 
given  options  on  a  mere  25: 
shares.  The  total  value 
Dempsey 's  package:  $1.8  ittl 
lion,  including  a  modest  bse« 
salary  of  $600,000  and  a  nf 
mum  bonus  of  $400,000. 

Like  many  companies  t  h 
days,  PPG  is  now  world 
about  keeping  its  own  in  ! 
ers.  It  has  just  named  twejf 
its  top  executives  who  wre 
passed  over  in  favor  if 
Dempsey  to  a  new  office-  >t 
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SOMETIMES 
OVERNIGHT 

IS 

OVERKILL. 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable  option, 
iority  Mairfrom  the  Postal  Service.  It's  not 


overnight  but  it's  delivered  fast,  specially  handled  and 
only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  465  for. 
more  information 
on  Priority  Mail. 

When  you  don't    f^^g^ ^ffi" < 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


993  U  S  Postal  Service 


UNITED  STATES 
POSTAL  SERVICE. 

We  Deliver  For  You. 


chief  executive.  The  reason:  to  keep 
them  from  leaving  the  company  by  giv- 
ing them  another  shot  at  the  top  job. 

Still,  you  don't  have  to  job  hop  to  a 
big-name  company  these  days  to  land  a 
big  contract.  Even  lesser-known  compa- 
nies such  as  St.  Jude  Medical  Inc.,  a  St. 
Paul-based  medical-products  concern,  of- 
fer new  bosses  dream  deals.  To  attract 
Ronald  A.  Matricaria,  an  Eli  Lillv  &  Co. 


executive  vice-president,  to  its  top  job 
last  year,  St.  Jude  gave  him  an  option 
grant  worth  $6.3  million  along  with  a 
guaranteed  bonus  of  $358,250.  St.  Jude 
even  set  up  a  $2.5  million  trust  fund  to 
offset  the  pension  he  gave  up. 

Two  months  after  Matricaria  joined 
his  new  company,  his  old  employer  had 
to  hire  an  outsider  for  the  CEO  post.  Lil- 
ly turned  to  Randall  L.  Tobias,  a  for- 


mer AT&T  executive  who  had  been 
rector  on  Lilly's  board  since  1986.  T 
package:  $4.3  million,  less  than  hal 
value  of  Matricaria's  new  deal  a 
Jude,  a  company  with  only  4%  of  I 
S6.4  billion  in  annual  revenues.  In< 
the  size  of  today's  pay  packages 
vary,  but  one  fact  remains:  It's 
cheaper  to  develop  talent  internall 
By  John  A.  Byrne  in  New 


EXECUTIVE  SUITE  I 


LIFE  WITHOUT  FRANK 
AT  DISNEY 


Eisner  will  take  on  the  president's  duties,  but  it's  a  stopgap  at  best 


ollywood  watering  holes  were 
somber  on  Apr.  4  as  power 
breakfasters  reminisced  about 
Walt  Disney  President  Frank  G.  Wells, 
who  died  in  a  helicopter-skiing  accident 
the  night  before  in  Nevada.  And  no  one 
mourned  more  than  Disney  Chairman 
Michael  D.  Eisner,  who  lost  a  close 
friend  and  colleague  at  a  critical  juncture 
for  Disney. 

By  taking  on  Wells's  titles  of  presi- 
dent and  chief  operating  officer,  Eisner 
is  shouldering  dramatically  more  work— 
at  a  time  when  Disney  faces  some  of 
its  biggest  challenges  since  he  and  Wells 
took  over  as  a  team  in  1984.  Wells  clear- 
ly will  be  missed.  "I  called  him  several 
times  a  day,  about  everything.  He  was  a 
cheerleader,  a  firefighter,  and  an  enthu- 
siast, the  glue  that  held  the  place  to- 
gether," Eisner  told  business  w  eek.  "I 
had  to  catch  myself  from  calling  him  to- 
day to  wonder  when  we  should  schedule 
the  memorial  service." 

While  Eisner  says  he's  becoming  pres- 
ident permanently,  the  $8.5  billion-a-year 
Walt  Disney  Co.  may  be  facing  too  many 
challenges  for  one  person  to  handle.  Af- 
ter taking  a  $350  million  write-down  for 
its  49%  stake  in  Euro  Disneyland  in 
1993.  it  kicked  in  $500  million  more  in  a 
Mar.  14  restructuring  of  the  park's  fi- 
nances. A  planned  $700  million  historical 
theme  park  outside  Washington  faces 
opposition  from  neighbors,  and  a  slug- 
gish local  economy  may  keep  the  compa- 
ny from  building  a  $2.7  billion  futuristic- 
park  in  Anaheim  next  to  Disneyland. 
chunnel  vision.  Wells's  death  leaves  a 
big  hole  in  Disney's  management  ranks. 
He  was  the  troubleshooter  who  took  on 
tough  jobs  and  wrote  contracts  for  key 
acquisitions,  such  as  last  year's  purchase 
of  Miramax  Film  Cor-]).  Wells  was  Eis- 
ner's sounding  board;  the  two  men  had 
adjoining  offices.  "The  real  impact  will 


WELLS  (LEFT)  WAS  EISNER'S  POINT  MAN  ON 
ACQUISITIONS  AND  TROUBLESHOOTING 


be  on  Michael,"  says  an  Eisner  confi- 
dant. "He  leaned  on  Frank  more  than 
he's  likely  to  admit." 

Major  decisions  loom  on  projects  such 
as  troubled  Euro  Disneyland,  outside 
Paris.  Fast  trains  through  the  new  Eng- 
lish Channel  tunnel  will  whisk  British 
tourists  from  London  to  the  park's  gates 
in  three  hours.  But 
passenger  service, 
expected  to  start  in 
June,  has  been  de- 
layed until  after  the 
peak  summer  season. 
Disney  also  faces  a 
major  investment  in 
building  an  MGM 
theme  park  next  to 
Euro  Disneyland, 
which  is  essential  to 
filling  the  existing 
park's   five  hotels. 


That  plan  has  been  delayed  by  the 
European  economy. 

At  home,  Disney  is  trying  to  fi 
place  on  the  Information  Superhigl 
Officially,  Disney  says  it  is  satisfied 
being  a  supplier  of  movies  and  tele 
programs.  But  Wells  and  Disney  s 
Chairman  Jeffrey  Katzenberg  heai 
task  force  looking  into  interactive 
nologies  and  potential  acquisition: 
siders  say  Wells  had  been  especial 
volved  with  whether  Disney  si 
purchase  a  major  television  netwo 
seek  a  joint  venture  with  a  telep 
company. 

For  now,  Eisner  says  he  will  re 
an  executive  team  that  is  among 
strongest  in  Hollywood.  Three  j 
ago.  Wells  lured  Sanford  M.  Litv 
strong  negotiator,  to  be  Disney's 
counsel.  Along  with  Richard  D.  Na 
Disney's  32-year-old  chief  financial 
cer,  Litvak  negotiated  the  Euro  Di 
land  restructuring.  Another  valuabl 
ecutive  is  Judson  C.  Green,  pres 
of  the  $3.4  billion  theme-park  open 

HOLLYWOOD  RESHUFFLE.  Although 
ner  says  lit-  wants  his  executives  to 
direct  access  to  him,  he  doesn't  dii 
the  notion  he  may  one  day  name  a 
president.  Litvak  is  a  possibility, 
the  lead  candidate  is  studio  chief  Kz 
berg,  who  is  highly  regarded  for  hp 
ganizational  skills.  Katzenberg  hai 
ner  with  Eisner  the  night  after  V 
death.  Still.  Katzenberg.  who  is  kij 
to  want  a  larger  role  in  the  com 
has  his  own  problems.  He  is  expel 
soon  to  reshuffle  his  management  ■ 
to  revamp  Disney's  struggling  ¥ 
wood  Pictures  unit. 

Eisner  and  Wells  were  negotiat 
new  seven-year 
for  the  Disney  \ 
dent  at  the  tin 
his  death.  Now, 
ner  must  run  D 
on  his  own. 
as  each  mini-c 
erupts,  he'll 
Frank  Wells 
much  more. 

By  Ronald  G 
in  Delray  Beach, 
with  Stewart  T< 
Paris 
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INTRODUCING  THE  CARD  THAT 


LETS  YOU  EARN  FREE  GASOLINE. 


NO  ANNUAL  FEE,  NO  FLAMING 
HOOPS   TO    JUMP  THROUGH. 

Use  the  new  Shell  MasterCard  from 
Chemical  Bank  six  times  a  year  and 
you  can  forget  the  annual  fee.  But  do 
not  under  any  circumstances  forget  the 


free  Shell  gasoline.  HMjb 


i  To  apply,  call  us  at 


1-800-FREE  GAS. 


N  i J OMITS 


Earn  up  to  $70  or  more  per  year  in  rebates  toward  Shell  gasoline  using  the  Shell  MasterCard.  Rebates  automatically  applied  to  monthly  statement.  No  annual 
fee  if  you  apply  by  April  30, 1994,  and  make  six  purchases  per  year  See  Rebate  Terms  and  Conditions  for  full  details.  Void  where  prohibited  by  law.  Gasoline 
rebates  not  redeemable  in  New  Jersey.  The  variable  APR  is  16.4%.  There  is  a  $20  annual  fee  it  imposed,  and  a  minimum  50c  finance  charge  for  purchases  if  a 
finance  charge  is  imposed.  There  is  a  2%  cash  advance  fee,  not  less  than  $1  nor  more  than  $10.  This  information  is  accurate  as  of  March,  1994,  the  date  of  printing. 


MEDIA  I 


USA  NETWORK'S 
CLIFFHANGER 


Will  MCA  buy  out  co-owner 
Viacom?  Don't  touch  that  dial 


uckman  has  a  problem.  Seems 
that  no  one  is  paying  attention  to 
this  addled  duck-cum-deteetive, 
even  though  he's  the  hero  of  a  new  ani- 
mated series  on  USA  Network.  Not  his 
moronic  children,  not  his  abusive  sister- 
in-law,  not  even  his  loyal  sidekick,  a  pig 
named  Cornfed.  Early  in  the  show's  first 
episode,  Duckman  wails  to  Cornfed:  "I'm 
falling  through  the  cracks." 

Kor  \  ears,  rival  caNe  execu!  ives  have 
whispered  the  same  thing  about  Duck- 
man's  network.  USA's  eclectic  mix  of 
sports,  reruns,  and  made-for-TV  movies 
has  made  it  less  of  a  brand 
name  than  focused  competi- 
tors such  as  MTV  or  CNN. 
And  executives  say  USA  is 
saddled  with  two  owners, 
Paramount  Communications 
Inc.  and  mca  Inc.,  that  are 
more  concerned  with  their 
problems  than  with  USA. 

Now,  though,  a  corporate 
custody  battle  is  about  to 
raise  USA  Network's  profile 
dramatically.  By  acquiring 
Paramount,  Viacom  Inc.  has 
thrown  the  future  of  USA 
into  doubt.  That's  because 
Viacom  owns  MTV,  Nick- 
elodeon, and  other  cable 
networks  that  compete  with 
USA— something  the  owner- 
ship agreement  between 
Paramount  and  MCA  ex- 
pressly prohibits. 
HIGH  BAR.  So  what  happens  next?  The 
most  likely  scenario  is  for  MCA  to  buy 
the  50%  of  USA  it  doesn't  own  from  Via- 
com. MCA  President  Sidney  J.  Sheinberg 
and  Viacom  Chairman  Sumner  M.  Red- 
stone have  met  once  to  discuss  the  part- 
nership, although  they  did  not  raise  the 
issue  of  a  sale.  By  asserting  that  Viacom 
is  in  violation  of  the  deal,  say  several  ob- 
servers, Sheinberg  may  be  trying  to 
nab  USA  on  the  cheap. 

Redstone  might  accede  to  being 
bought  out— but  only  at  the  right  price. 
With  his  merger  with  Blockbuster  En- 
tertainment Corp.  looking  shakier  than 
ever,  Redstone  could  use  the  cash  from 
USA  to  whittle  the  debt  from  his  pur- 
chase of  Paramount.  The  catch  is,  he 
has  set  a  high  bar  for  such  sales.  Red- 


stone recently  got  $317.6  million  for  sell- 
ing Viacom's  33%  stake  in  the  Lifetime 
Television  cable  network.  Applying  a 
similar  multiple,  USA  Network  could  be 
worth  more  than  $1.5  billion,  mca  al- 
most certainly  won't  pay  that.  And  ex- 
ecutives close  to  that  company  threaten 
a  lawsuit  if  they  aren't  offered  a  rea- 
sonable price.  "This  has  to  be  resolved 
sooner  rather  than  later,"  says  one 
source  close  to  MCA.  "It  is  only  delaying 
an  inevitable  conflict." 

The  sudden  interest  in  USA  seems 
ironic,  given  that  both  owners  have  con- 
tributed to  its  woes.  USA  took  a  $78  mil- 
lion charge  in  1993  to  cover  losses  from 
two  of  its  new  syndicated  series,  Major 
Dad  and  Wings.  USA  bought  the  shows 
from  MCA  and  Paramount,  respectively, 
at  an  unusually  rich  price  of  $000,000 
per  episode.  Neither  show  performed 
well,  and  USA's  operating  cash  flow  tum- 
bled from  $70  million  in  1992  to  $12  mil- 
lion in  1993.  "1993  was  a  very  difficult 
year,"  says  CEO  Kay  Koplovitz. 


QUACK  DETECTIVE:  USA  NETWORK'S  DUCKMAN 


Still,  USA  remains  a  potent  distribu- 
tion channel,  with  60  million  subscribers 
and  the  highest  ratings  of  any  basic- 
cable  network.  That  makes  it  especially 
valuable  to  MCA,  which  is  prohibited 
from  owning  TV  stations  because  it  has  a 
Japanese  parent,  Matsushita.  If  the  own- 
ers can't  agree,  say  media  executives, 
Koplovitz  may  even  try  to  buy  USA  her- 
self. She  declined  to  comment. 

Trouble  is,  nobody  can  divine  exactly 
what  Sheinberg  and  Redstone  plan  to 
do.  "These  guys  are  both  poker  play- 
ers," says  a  media  executive  who  knows 
them.  With  such  a  pair  of  wily  moguls 
squaring  off  over  USA,  the  last  thing 
Koplovitz  has  to  worry  about  is  falling 
through  the  cracks. 

By  Mark  handler  in  New  York 


INFO  HIGHWAY  I 


SO  THE  RIDE  IS 
A  LITTLE  BUMPY 


«4 


The  collapse  of  another  cable-ph 
deal  is  a  setback — not  a  dead  en( 


To  hear  some  communications  e 
utives  tell  it,  Reed  E.  Hundt 
bigger  threat  to  America's  fu 
growth  than  foreign  competition  or 
ing  interest  rates.  While  not  mentio 
the  Federal  Communications  Com 
sion  chairman  by  name,  executive 
Southwestern  Bell  Corp.  and  Cox 
terprises  Inc.  blamed  the  FCC's  new 
regulations  for  the  Apr.  5  dissolutio 
their  $4.9  billion  joint  venture  in  c 
TV.  Tele-Communications  Inc.  and 
Atlantic  Corp.  had  invoked  the  si  f 
reason  for  scuttling  their  $21.4  bil  m 
merger  a  month  ago. 


Fear  not.  A  couple  busted  cable-pl  w 
deals  won't  kill  off  U.  S.  technologj  15 
don't  think  it's  the  end  of  the  Su] 
highway,"  says  James  S.  Kahan,  se: 
vice-president  of  strategic  planning 
Southwestern  Bell.  "I  firmly  believe^ 
going  to  happen,  but  slower." 

In  addition,  some  companies  are  s 
ing  to  realize  that  they  probably  d 
have  to  spend  as  much  money  to  c 
pete.  AT&T  hasn't  yet  made  that  con 
sion:  It  remains  confident  about  its 
posed  $12.6  billion  acquisition  of  Mc 
Cellular  Communications— even  a! 
Federal  District  Judge  Harold  H.  Grd 
stopped  short  oi  approving  it  on  Apij 
Industry  observers  say  both  compa 
seem  willing  to  tinker  with  the  dea 
win  over  Judge  Greene. 
HARD  HEADS.  Like  Bell  Atlantic,  thou 
Southwestern  Bell  opted  against  restiB 
turing  its  deal  to  account  for  Cox's  m 
duced  cash  flow.  The  Baby  Bells  may\ 
less  willing  to  compromise  because  tl 
now  see  cable  companies  aren't  essenj 
in  offering  Superhighway  video  servi 
Cable  companies  do  bring  some  adv 
tages,  including  expertise  in  progn 
ming.  But  Eric  W.  Rabe,  a  Bell  Atlar 
spokesman,  says  the  Baby  Bells  can 
access  to  that  through  partnersh 
rather  than  rich  equity  investments. 

Hundt  chalks  up  the  latest  setbacks 
hardheaded  business:  "Occasionally,  p 
ties  in  negotiations  will  disagree 
price.  In  a  growing,  developing  indust 
this  is  not  unusual."  And  not  so  surpi 
ing,  once  you  realize  there's  more  th 
one  way  to  build  a  highway. 

By  Mark  handler  in  New  York,  w\ 
Mark  hewyn  in  Washington 
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A  Ryder  Full  Service  Lease 
will  prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 
business,  call  1-800-RYDER-OK,  ext.  102,  for  a  free 
brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.  §&YEBMEd 

1-800-RYDER-OK  * 

©1993  Ryder  Truck  Rental,  Inc  A  Ryder  System  Co  Ryder  is  an  e<|ual  opportunity  employer 
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THE  TEAMSTERS 
SCREECH  TO  A  HALT 


A Teamsters  strike  ain't 
what  it  used  to  lie.  To- 
day, union  truckers  drive  just 
15%  of  the  nation's  rigs.  But 
Teamsters  President  Ron 
Carey  threw  down  the  gaunt- 
let anyway  on  Apr.  6,  calling 
the  first  national  strike  since 
1979.  Carey  rejected  an  offer 
by  23  freight  haulers  that  in- 
cluded a  13.3%  pay  hike  over 
four  years.  No  surprise  there: 
Under  that  plan,  30,000  union 
jobs  would  have  become  part- 
time  positions  with  35%  less 
pay.  The  employers  also  want 
to  ship  as  much  as  35%  of 
their  freight  by  rail,  which 
would  eliminate  up  to  15,000 
Teamsters  slots  by  1998.  But 


CLOSING  BELL 


m 


WINTER'S  OIL 
AFTERSHOCK 


Big  Oil  moaned  when  OPEC 
refused  to  cut  production  at  its 
meeting  in  late  March,  fearing 
that  maintaining  the  status  quo 
would  entrench  crude  prices  at 
their  five-year  lows.  So  why  the 
$  1  jump  in  prices,  to  $  1  5.74, 
between  Apr.  1  and  Apr.  5?  High 
winter  usage  and  rising  demand 
in  the  U.S.  and  Europe  are  having 
an  effect.  And  it  turns  out  OPEC 
may  have  given  the  market  a  gift 
after  all:  By  maintaining  its  24.5 
million-barrel-a-day  quota  for 
three  quarters  instead  of  the  typi- 
cal one,  it  gave  the  market  stabil- 
ity. But  prices  may  not  rise  much 
more.  Petroleum  Industry  Research 
Associates  figures  prices  will  aver- 
age $  1 5  to  $  1 6-per-bbl  for  the 
year,  down  from  $  1 8.50  in  1 993. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


the  union  will  probably  lose 
jobs  even  if  it  stands  firm. 
The  two  largest  haulers, 
Roadway  Services  and  Con- 
solidated Freightways,  are 
likely  to  shift  many  jobs  to 
nonunion  subsidiaries. 


GRAVY  AT  LEHMAN 
—IN  A  LEAN  YEAR 


Employees  at  Lehman 
Brothers  are  ecstatic 
about  severing  their  ties  with 
American  Express  in  a  spin- 
off slated  for  May.  But  they're 
less  happy  about  the  rich 
salaries  going  to  Lehman's  top 
dogs.  Richard  Fuld,  chairman 
and  chief  executive,  made  $9.3 
million  in  1993;  President  T. 
Christopher  Pettit  made  $7.4 
million,  according  to  a  regis- 
tration statement.  All  this  at 
a  time  when  Lehman  is  tak- 
ing a  $30  million  charge  to 
cut  400  employees. 


FOR  NORTHROP, 
A  SHOT  AT  SURVIVAL 


After  a  tense  showdown 
with  Martin  Marietta, 
Northrop  has  won  the  fight 
to  acquire  Grumman.  So  what 
does  Northrop  get  for  its  $62- 
a-share,  $2.2  billion  splurge? 
A  fail'  shot  at  surviving  in  the 
shrinking  defense  industry,  for 
one  thing.  Even  with  Grum- 
man, though,  Northrop  comes 
out  only  a  weak  third  to 
Lockheed  and  McDonnell 
Douglas  in  military  aircraft 
manufacturing.  True,  Grum- 
man will  bring  Northrop  some 
lucrative  electronics  contracts 
and  aircraft  upgrades.  But  as 
Northrop's  B-2  bomber  con- 
tracts wane,  the  combined 
company  has  slim  prospects 
for  new  aircraft  orders. 


WERE  HIGH  PRICES 
A  CEREAL  KILLER? 


General  Mills  is  trying  to 
call  an  end  to  the  snap, 
crackle,  and  pop  of  the  break- 
fast-food industry's  rampant 
price  hikes.  On  Apr.  4,  it  an- 
nounced plans  to  cut  coupons 


HEADLINER 


A  STEADY  HAND  ON  NOVELL'S  TILLER 


At  first  glance,  Robert 
Frankenberg  doesn't 
seem  the  type  to  lead  Novell's 
bold  bid  to  overthrow  com- 
puter-software king  Microsoft. 
Soft-spoken  and  unassuming, 
Frankenberg  spent  his 
entire  25-year  ca 
reer  at  conserva- 
tive Hewlett- 
Packard. 

But  Franken- 
berg, 46,  who 
was  introduced 
as  longtime  CEO 
Ray  Noorda's  suc- 
cessor on  Apr.  5 
may  provide  the  steady 
hand  Novell  needs.  He  re- 
vived hp's  moribund  PC  busi- 
ness, hiking  sales  60%  last 
year,  to  nearly  $1  billion. 
And  he  made  HP  a  leader  in 
networked  computers.  "He's 
a  visionary,"  says  former  boss 
Douglas  C.  Chance. 


Novell's  stock  has  pk, 
meted  since  Mar.  21,  whei 
announced  a  $1.4  billion  dj 
to  buy  WordPerfect  and  i 
spreadsheet  business  of  Bl 
land  International.  Analys 
worry    that  Nov! 
could  lose  its  fol 
on  NetWare— 11 
networking  s< 
ware  that 
counts  for  7 
of    its  sal 
Frankenbe 
says  critics  m 
the  point:  Ap; 
cations  rewritten 
run  easily  on  netwoi  a 
will  provide  "tremendous 
portunities"  over  the  n<  til 
decade,  he  contends.  The  t 
ger  question,  perhaps:  V  ¥ii 
Noorda,  Novell's  founder  i 
still  its  chairman,  truly  re  iSiem 
quish  power? 

By  Robert  D.  i  TO 


and  other  promotions  and  to 
lower  prices  of  eight  top  ce- 
real brands  by  an  average  of 
11%.  That  strategy  will  free 
dollars  for  brand-building  ad- 
vertising and  product  im- 
provements, and  still  leave 
more  for  the  bottom  line,  con- 
tends President  Stephen 
Sanger.  General  Mills  needs 
the  boost:  Its  profits  and 
stock  price  have  faltered.  But 
if  rival  Kellogg  cranks  up  its 
own  promotions,  breakfasters 
may  find  their  flakes  cost  as 
much  as  ever. 


BIOSPHERE  2:  THE 
EFFECT  IS  SHATTERING 


Scientists  who  live  in  glass 
houses  shouldn't  throw 
stones— not  when  their  em- 
ployer is  Texas  billionaire 
Edward  Bass.  Amid  reports 
of  sabotage  and  firings,  his 
glass-enclosed  Biosphere  2 
project  is  winning  more  at- 
tention for  intrigue  than  for 
its  contributions  to  science. 

Bass  won  a  court  order  on 
Mar.  31  to  remove  the  top  six 


V 

ifKi 


managers  of  the  company  1 
erating  Biosphere  2.  In  co 
papers,  Bass  charged  the  m 
agers  with  scientific  and 
nancial  mismanagement 
with  failing  to  cooperate  w 
his  calls  for  reorganizati 
Just  two  days  after  Bass 
court  victory,  two  scientip 
who  once  lived  inside  i 
three-acre  dome  were  accu 
of  sabotaging  the  $150  milk) 
experiment  by  breaking  par 
of  glass  and  opening  doors  \ 
spokesman  says  the  dispu  - 
haven't  dampened  Bass's  I- 
thusiasm  for  the  project, 


SiMt 
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ET  CETERA... 

►  Fare  war!  Again!  Contim- 
tal  cut  prices  to  Europe  at, 
removed  its  usual  restriction 

►  Regulators  nixed  Fri 
Lorenzo's  plan  to  start  a  n 
airline.  He'll  appeal. 

►  Revco  will  pay  $600  milln 
for  Hook-SupeRx,  creating  « 
second-biggest  drug  chain. 

►  America  West's  unsecuip 
creditors  finally  agreed  t<a 
reorganization  plan. 


■A 


lour  customer  is 
overflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need  cus- 
ers.  To  generate  customers,  you  need 
j  rmation:  What  products  and  services 
I  your  customers  want?  When  do  they 
i  it  them?  How  do  they  want  them?  Are 
I  /  receptive  to  new  offerings?  Indeed, 
s )  are  your  customers? 

Unisys  is  proud  to  introduce  a  power- 
1  new  way  to  answer  these  bottom-line 
(j  stions:  customerize.  To  help  customerize 


CUS-tom-er-izeX  kiis'-ta-ma-rize'X  w 
1 :  to  make  a  company  more  responsive 
lo  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


r  organization,  we'll  apply  information 
.tegy  to  customer  service.  Experienced 
sys  consultants  will  help  conduct  a 
roMERiZESM  assessment  of  your  organi- 
on.  We'll  help  move  information  tech- 

3  Unisys  Corporation. 


(MM 


HI  W ' ' 


nology  capabilities  to  the  points  of 
customer  contact,  vitalizing  the  informa- 
tion flow  between  you  and  customers.  The 
competitive,  revenue-generating  benefits 

UMSYS 

We  make  it  happen. 


are  tangible:  enhanced  ability  to  win  busi- 
ness, to  maximize  customer  relationships 
and  tailor  market-sensitive  new  offerings. 

Call  us  at  1-800-874-8647,  ext.  14.  Ask 
how  our  customerize  assessment  and  com- 
plimentary customerize  Information  Kit 
can  help  launch  a  torrent  of  advantages  for 
your  business. 

customerize  is  a  service  mark  of  Unisys  Corporation. 
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EXPORT  CONTROLS: 

CLINTON  DRAWS  A  LINE  IN  THE  SAND 


■  t  was  a  barrier  tough  enough  to  stop  a  Mack  truck.  In 
I  1992,  the  government  blocked  exports  of  U.  S.-made  trucks 
H  to  Iran  to  prevent  possible  military  use.  The  real  loser, 
however,  wasn't  the  Tehran  regime,  which  bought  its  trucks 
from  Europe  and  Japan  instead,  but  American  manufacturers 
that  have  been  frozen  out  of  a  $1  billion-a-year  market. 

Such  tales  of  woe  explain  why  U.  S.  business  is  keeping  a 
nervous  eye  on  legislation  overhauling  U.  S.  export  licens- 
ing. So  far,  the  Clinton  Administration  has  mostly  delivered  on 
its  pledge  to  make  it  easier  for  American  companies  to  export. 
Last  September,  the  White  House  eased  con- 
trols on  computers  and  other  high-tech  gear. 
And  on  Mar.  30,  it  swept  away  bans  on  the 
sales  of  most  computer  and  telecommunica- 
tion technology  to  China  and  the  former  So- 
viet bloc. 

But  business  fears  that  the  legislation 
won't  do  much  more  to  relax  regulations  on 
exporters  that  were  designed  for  the  cold-war 
era.  "Clinton's  position  does  not  go  as  far  as 
industry  would  like,"  explains  Robert  Kim- 
brel,  export-control  administrator  for  3M  in 
St.  Paul. 

DUELING  DRAFTS.  The  battleground  will  be 
proposed  legislation  to  rewrite  the  1979  Ex- 
port Administration  Act,  which  expires  in 
June.  The  biggest  disputes  are  over  govern- 
ment's power  to  impose  unilateral  export  bans  and  restrictions 
on  the  overseas  sale  of  cryptographic  technology.  The  Ad- 
ministration's bill  favors  multilateral  action,  but  it  would  still 
give  the  President  free  rein  to  impose  sanctions  such  as  the 
Iran  truck  ban.  "We  believe  that  is  a  policy  of  failure,"  says 
Greg  Garcia,  trade  specialist  for  the  American  Electronics 
Assn. 

While  the  Administration  draft  wends  its  way  through  the 
Senate,  a  coalition  of  companies,  from  old-line  manufacturers 
to  high-tech  exporters,  is  backing  a  more  sweeping  House  ver- 


GEJDENSON'S  BILL  MAY  BACKFIRE 


sion  sponsored  by  Foreign  Affairs  trade  subcommittee  Ch 
man  Sam  Gejdenson  (D-Conn.).  His  bill  would  make  it  m 
difficult  for  the  Administration  to  impose  controls— and  wc 
require  the  expiration  of  prohibitions  after  six  months  un' 
extended  by  Congress.  The  White  House  believes  that  g 
too  far.  "We  think  we've  struck  the  proper  balance  betw 
economic  competitiveness  and  nonproliferation,"  says  a 
Ad  m  i  n  ist  r  at  i on  official. 

Industry  also  faults  the  Clintonites  for  failing  to  stream! 
licensing  and  decontrol  procedures  for  those  products  wh 
export  is  still  restricted.  Exporters  wanti 
quests  processed  within  30  days  and  sales 
controlled  as  soon  as  the  technology  becoi 
available  from  foreign  sources. 
VETO  bait?  Cryptography,  however,  mayj 
the  thorniest  issue.  Prodded  by  the  Nati 
Security  Agency,  which  fears  it  will  no 
er  be  able  to  eavesdrop  on  terrorists 
criminals,  the  White  House  has  refused  to§ 
lax  stiff  controls,  as  called  for  in  the 
denson  bill.  "It's  a  tough  issue— and  it's 
likely  that  we  will  move  from  our  positi 
says  a  top  Administration  official.  Indu: 
spokesmen  grumble  that  they  will  lose 
lions  in  sales,  since  technology  to  encr 
data  files  and  communications  can  be  fre 
bought  abroad. 
In  the  end,  exporters  and  the  Administration  will  see 
compromise  on  most  issues.  "We  are  in  the  same  ballpark, 
not  on  the  same  yard  line,"  says  Gejdenson.  But  cryptogra; 
poses  a  dilemma.  If  business  pushes  the  issue  too  hard 
could  wind  up  with  a  bill  it  likes— only  to  see  it  vetoed.  I 
diets  Garcia:  "The  fate  of  the  bill  may  hinge  on  encrypt! 
And  with  the  House  and  Senate  working  on  very  diffe: 
versions,  the  road  to  easier  export  rules  is  likely  to  pro 
rough  one,  even  for  a  Mack  truck. 

By  John  C< 


CAPITAL  WRAPUP I 


HEALTH  CARE 


After  months  of  effort,  the  Clinton 
Administration  has  finally  won  the 
backing  of  a  business  coalition  that  fa- 
vors a  mandate  on  employers  to  guar- 
antee universal  health  benefits.  But 
the  results  are  falling  far  short  of  the 
hopes  of  Hillary  Rodham  Clinton  and 
Wexler  Group,  the  lobbying  firm  that 
is  coordinating  the  business  effort.  The 
big  problem  is  that  coalition  members' 
agreement  in  support  of  "an  employ- 
ment-based system"  remains  very  nar- 
row. Staunch  supporters  of  the  Clinton 
I  plan,  such  as  American  Airlines,  Chrys- 
ler, and  Ford,  favor  the  requirement 
that  employers  pay  80%  of  premiums. 


Major  groups  such  as  the  Association 
of  Private  Pension  &  Welfare  Plans 
and  the  American  Hospital  Assn.  shy 
away  from  all  the  details  in  the  Clinton 
plan.  Other  companies,  including  East- 
man Kodak,  NYNEX,  and  Sun  Co.,  are 
looking  for  middle  ground. 

The  biggest  disappointment  to  the 
Clintonites  is  that  the  business  sup- 
port for  its  version  of  reform  is  still 
dominated  by  the  old-line  manufactur- 
ers that  are  hoping  the  government 
will  take  over  their  heavy  health  ex- 
penditures for  early  retirees.  The  new 
coalition  "was  supposed  to  broaden  the 
base  of  support,"  grumbles  one  mem- 
ber. "But  it's  being  dominated  by  the 
same  old  employers." 


THRIFTS 


Courts  are  making  it  a  bit  tough 
for  the  Resolution  Trust  Corp. 
sweep  up  the  remains  of  the  savi: 
and  loan  debacle.  An  appeals  cou 
Washington  has  barred  the  RTC  fri 
subpoenaing  information  on  the  pd 
sonal  finances  of  former  thrift  office] 
and  directors  for  the  sole  purpose 
discovering  whether  there  is  a  caj 
worth  pursuing. 

In  a  case  brought  by  former 
executive  William  F.  Walde,  the  co 
ruled  that  the  RTC  must  first  show 
"articulable  suspicion"  that  the  target 
a  probe  is  liable  for  the  failure  of  t! 
thrift. 


3. 
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WASHINGTON 


Wouldn't  it  be  nice 
iF  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


million  pounds  of  chemical 


pollutants  for  recycling. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Call 


1-800-62-M321. 


ft 

RESPONSIBLE  CARE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


International  Business 
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APRIL  18,  1994 


CHINA:  CAN 
SAVE  FACE? 


CLINTON  SEARCHES  FOR  A  COMPROMISE 


t  was  the  showdown  that  Washing-     advised  him  to  stav  awav  for 


CLINTON'S  PLAN 


H  ton  China  hands  had  longed  for.  On 
H  Mar.  22,  warring  factions  within  the 
Clinton  Administration  gathered  at  twi- 
light in  the  White  House  to  reach  a 
consensus  on  a  policy  that  had  become 
a  global  embarrassment.  Treasury  Sec- 
retary Lloyd  M.  Bentsen  and  Com- 
merce Secretary  Ronald  H.  Brown 
wanted  to  dump  President  Clinton's  pol- 
icy linking  China's  most-favored-nation 
trade  status  to  its  human  rights  record. 
But  a  shaken  Secretary  of  State  War- 
ren M.  Christopher  lit  into  them  for 
leaks  that  trashed  Clinton's  approach. 
The  room  fell  silent.  "We  all  decided 
to  stand  behind  the  President,"  says 
one  aide. 

There  was  just  one  problem.  The 
President  wasn't  there.  His  aides  had 


fear  the  meeting  would  erupt 
into  a  nasty  imbroglio  over  a 
policy  that  the  entire  Adminis- 
tration—including Bill  Clinton- 
believes  is  flawed.  "He  knows 
his  campaign  rhetoric  was  un- 
fortunate," says  one  foreign  policy  aide. 

Under  pressure  from  his  Cabinet  as 
well  as  Congress  and  business  leaders, 
Clinton  is  now  ready  to  scrap  his  China 
policy.  Sources  say  that  the  State  Dept. 
is  prepared  to  declare  victory,  claiming 
that  the  Chinese  have  met  enough  of 
Clinton's  conditions  to  merit  renewal. 
Under  that  scenario,  Christopher  would 
say  that  Beijing  has  made  progress  on 
six  of  the  seven  requirements,  ranging 
from  ending  prison  labor  exports  to  ac- 
counting for  political  prisoners  and  end- 


COULD  STILL  RUN 
INTO  TROUBLE,  HIS 
AIDES  FEAR,  IF  THE 
CHINESE  PUSH  HIM 
FURTHER  INTO  A 
CORNER  BY  MAKING 
MORE  ARRESTS 


ing  jamming  of  Voice  of 
ica  broadcasts.  That  would! 
low  Clinton  to  renew  MF>| 
early  June,  and  then  end 
policy  of  linking  China's  tr 
privileges  to  human  rights 
The  Administration's  p 
may  still  run  into  trouble,  though.  C 
tonites  fear  that  Beijing  could  yet  p 
them  further  into  a  corner.  The  Com 
nist  Party  has  continued  its  latest  pi 
ical  crackdown  with  the  arrest  of  dij 
dent  leader  Wei  Jingsheng  in  ear 
April.  That  means  it  may  be  diffill 
for  Christopher  to  claim  that  U.  S.  po| 
has  helped  bring  about  significant 
provement  in  human  rights  that  wc 
merit  renewal  of  MFN.  Winston  L< 
Assistant  Secretary  of  State  for  E 
Asian  and  Pacific  Affairs,  insists  t 
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U.  S.  is  prepared  to  revoke 
if  the  Chinese  leadership 
ies  its  crackdown  too  far 
fails  to  meet  Clinton's  con- 
nis.  "If  the  Chinese  don't 
;e  it,  then  obviously,  we 
t  extend  mfn." 
owever,  the  Administration 
:ore  likely  to  favor  less  ex- 
le  measures.  Instead  of  to- 
revoking  China's  mfn 
us,  it  is  now  actively  can- 
iing  for  ideas  on  what  lim- 
sanctions  to  apply.  One 
ability  would  be  to  ban  im- 
s  of  Chinese-made  assault 
s  and  a  handful  of  other 


3  avert  even  limited  sanc- 
the  Chinese  are  gearing 
heir  buying  machine.  Their 
trade  officials  are  scheduled 
irrive  in  the  U.  S.  this 
th  on  a  buy-American 
e.  The  first  will  be  Chinese 
;ign  Trade  Minister  Wu  Yi, 
will  meet  at  the  Commerce 
t.  in  Washington  with 
vn.  According  to  the  state- 
rolled  Chinese  press,  Wu  is 
Tig  with  a  list  of  impending 
s  worth  "hundreds  of  mil- 
s'' of  dollars.  And  dozens  of 
ese  companies  will  be  stag- 
trade  shows  in  New  York 
Los  Angeles,  prepared  to 
everything  from  industrial 
pment  and  grain  to  petro- 
aical  products  and  steel. 

worries.  At  the  same 
Corporate  America  is 
ing  up  the  pressure  to  re- 

mfn.  If  trade  privileges 
withdrawn,  CEOs  shudder 
he  prospect  of  Beijing  re- 
ting  and  shutting  them  out 
?d-hot  Chinese  markets.  Groups  such 
le  U.  S. -China  Business  Council  have 
nted  frenetic  campaigns  to  stave  off 
loss  of  mfn,  which  would  effectively 
economic  ties  between  the  two  coun- 
.  They  contend  the  move  would  cost 
U.  S.  171,000  jobs. 

arporate  leaders  worry  that  even 
-ed  sanctions  on  China  would  endan- 
the  deals  in  the  works.  In  the  next 

weeks,  the  Chinese  will  choose 
ther  Chrysler  Corp.  or  Mercedes- 
5  will  be  allowed  to  become  the  first 
ign  auto  maker  to  make  mini  vans 
'hina.  The  winner  will  assemble 
JO  minivans  and  100,000  engines  an- 
ly.  "This  is  a  critical  period,"  says  an 
stry  official  in  Detroit.  The  stakes 
just  as  high  for  other  American  ex- 

ts.  Robert  E.  Allen,  CEO  of  AT&T,  is 


WAFFLING  IN  WASHINGTON 

june,  1992  Clinton  charges  George  Bush  with 
pampering  tyrants  for  vetoing  Democratic 
legislation  tying  China's  progress  on  human  rights 
to  MFN  renewal. 


mat,  1993  A  Clinton  executive  order  calls  for 
"significant  progress"  in  seven  human  rights  areas. 

September,  1993  As  U.S.-China  relations  worsen, 
the  Administration  reverses  course  and  adopts  a 
new  policy  of  "constructive  engagement." 

January,  1994  Economic  advisers  to  the 
President,  including  Treasury  Secretary  Lloyd 
Bentsen  and  Commerce 
Secretary  Ronald  Brown, 
hint  at  decoupling  trade 
from  human  rights 
concerns. 


march,  1994  Secretary  of 
State  Warren  Christopher 
travels  to  Beijing  to  scold 
Chinese  leaders  for  lack 
of  progress  on  human 
rights  just  as  Commerce 
wraps  up  a  mission 
promoting  closer 
commercial  ties. 


APRIL,  1994  Assistant 

Secretary  of  State  ending  mfn  could  cost 

Winston  Lord  suggests        •»  ™>  "i.odo  u.s.  jobs 

that  partial  compliance 

with  the  executive  order  could  lead  to  partial  sanctions 


WHAT'S  NEXT: 


june,  1994  Deadline  for  MFN  renewal.  Clinton 
hopes  to  de-link  trade  and  human  rights,  but 
Beijing's  crackdown  on  dissidents  may  lead  to 
limited  sanctions. 

DATA:  BUSINESS  WEEK 


calling  for  unconditional  renewal  of  MFN. 
AT&T  is  in  fierce  competition  with  for- 
eign rivals  for  part  of  China's  massive 
telecom  market.  Says  Allen:  "China  is 
becoming  the  largest  market  in  the 
world  for  almost  any  product  you  can 
name." 

That's  why  aides  from  Treasury  and 
Commerce  were  quietly  undercutting 
Christopher's  policy  immediately  after 
the  Mar.  22  White  House  meeting.  They 
went  to  Capitol  Hill  and  encouraged  key 
Democratic  senators  to  call  for  a  quick 
de-linking  of  China's  trade  status  from  its 
human  rights  record.  As  a  result,  Senate 
Democratic  moderates  such  as  David  L. 
Boren  (D-Okla.)  and  international  trade 
subcommittee  Chairman  Max  S.  Baucus 
(D-Mont.)  drafted  a  letter  to  Clinton  call- 
ing for  speedy  decoupling.  The  maneu- 


vering prompted  Representa- 
tive Nancy  Pelosi  (D-Calif.), 
chief  sponsor  of  legislation 
aimed  at  pressuring  Beijing  to 
improve  its  human  rights  prac- 
tices, to  blast  the  Administra- 
tion for  giving  "so  many  mixed 
signals." 

The  wild  card  in  any  out- 
come remains  the  political  un- 
certainty in  the  Chinese  capital. 
The  leadership  fears  that  in- 
creasingly vocal  dissidents  will 
add  to  its  problems  at  a  time 
of  dramatic— and  destabilizing— 
economic  changes.  And  with 
ailing  senior  leader 
Deng  Xiaoping  on 
his  last  legs,  no 
contender  for  the 
throne  wants  to 
appear  soft  on  dis- 
sidents or  compli- 
ant to  U.  S.  pres- 
sure. So  after 
picking  up  Wei,  the 
government  said 
he  was  being  held 
for  "suspected  new 
criminal  offenses." 
On  top  of  that,  the 
government  sen- 
tenced Hong  Kong 
Xi  Yang  to  12  years 


journalist 

for  "stealing  state  secrets." 
TAKE  COMMAND.  The  Adminis- 
tration still  hopes  that  Chinese 
leaders  will  come  across  with 
enough  concessions  to  make 
MFN  renewal  possible.  "This  is 
the  first  act  of  a  Chinese  op- 
era," says  former  U.  S.  Ambas- 
sador to  China  James  R.  Lil- 
ley.  "Pragmatic  people  will  cook 
a  deal." 

With  so  much  at  stake,  Clin- 
ton dearly  needs  one.  A  deal  would 
make  it  easier  for  Beijing  to  help  solve 
another  pressing  foreign  policy  prob- 
lem for  Clinton:  North  Korea.  He  wants 
China  to  use  its  influence  to  halt  Py- 
ongyang's nuclear-weapons  program. 
Politically,  solving  his  China  problem 
would  show  Clinton  is  taking  command 
of  his  Administration's  wobbly  foreign 
policy.  "People  now  see  how  complex 
the  China  relationship  is,"  says  Rich- 
ard H.  Solomon,  former  Assistant  Sec- 
retary of  State  under  George  Bush. 
Still,  for  Clinton,  learning  his  China  les- 
sons will  be  even  more  painful  in  the 
weeks  ahead. 

By  Douglas  Harbrecht  and  Amy  Bor- 
rus,  until  Owen  Ullmann,  in  Washington, 
Joyce  Barnathan  in  Hong  Kong,  and 
Bruce  Einhorn  in  New  York 
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JAPAN  I 


INCHING 
OUT  FROM 


Japanese  banks  finally  start  to  clean  up  troubled  loans 


Sakura  Bank  Ltd. 
may  have  the 
weakest  balance 
sheet  of  any  of  Japan's 
troubled  big  banks.  Its 
nonperforming  loans 
equal  about  six  years' 
worth  of  core  profits, 
says  James  Capel  Pacific 
Ltd.  But  investors  sud- 
denly don't  seem  to 
mind.  When  a  new  issue 
of  $960  million  in  pre- 
ferred Sakura  shares 
started  trading  on  the 
Tokyo  Stock  Exchange 
on  Apr.  1,  they  com- 
manded a  14%  premium 
over  the  bank's  common 
stock.  That's  because  in- 
vestors are  confident  that 
Sakura's  debt  problems 
will  soon  be  history. 

For  Sakura  and  other 
Japanese  banks  burdened 
by  the  collapse  of  the 
1980s  real  estate  bubble, 
prospects  are  beginning 
to  brighten.  Japan's 
banks  and  bureaucrats 
are  now  serious  about 
dealing  with  the  estimat- 
ed $300  billion  in  bad 
debts  looming  over  the 
nation's  economy.  Both  sides  realize  that 
if  they  don't  act,  the  nascent  economic 
recovery  may  die  for  want  of  new  lend- 
ing. So  banks  are  writing  off  loans  at  a 
pace  more  than  three  times  that  of  last 
year  (chart  I.  To  clean  up  their  balance 
sheets,  banks  are  even  testing  long- 
standing Ministry  of  Finance  decrees. 
For  their  part,  mof  officials  are  calling 
for  bankers  to  follow  the  example  of 
their  American  counterparts  in  dealing 
quickly  with  problem  loans. 
QUICK  FIX.  So  far,  the  turnaround  ef- 
fort is  relying  heavily  on  some  fancy 
accounting.  The  banks  have  salted  away 
billions  of  bad  debt  at  the  Cooperative 
Credit  Purchasing  Co.,  a  holding  compa- 
ny created  by  the  government  in  March, 
1993.  Under  a  complicated  scheme,  the 
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JAPAN'S  BANKS  MOVE 
TO  DUMP  BAD  DEBT 


SAKURA  HOPES  TO  WRITE  OFF  $5.6  BILLION 


SEP.  30    MAR  31 
'92  '93 
▲  BILLIONS  OF  DOLLARS 

DATA:  MORGAN  STANLEY 


banks  provide  interest- 
free  credit  to  the  CCPC, 
which  then  buys  their 
bad  loans.  The  CCPC  pur- 
chased loans  with  a  face 
value  of  $25.5  billion  in 
the  six  months  ended 
Mar.  31,  at  an  average 
discount  of  56%.  The 
resulting  $14.2  billion  in  tax  write-offs 
has  flowed  straight  to  the  banks'  bottom 
lines.  Meanwhile,  the  day  of  reckoning 
has  been  pushed  into  the  future.  So 
far,  the  <rpc  has  only  liquidated  $290 
million  in  bad  real  estate  underlying 
the  debt. 

But  the  CCPC  has  given  the  banks 
room  to  maneuver.  Sakura  hopes  to 
write  off  $2.8  billion  in  bad  loans  this 
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year  and  an  additional  $2.8  billion  n< 
year.  Sumitomo  Trust  &  Banking 
plans  to  write  off  $1.1  billion  this  yt 
Bank  of  Tokyo  Ltd.  will  dispose  of 
proximately  $3.3  billion— virtually  all 
bad  debts  it  has  officially  declared 
the  fiscal  year  just  ended,  Japan's 
biggest  banks  wrote  off  or  added 
serves  against  $35  billion  in  shaky  loa 
compared  with  just  $10  billion  the  y 
before. 

Like  Sakura,  many  banks  are  rais 
capital,  allowing  more  write-offs 
wa  Bank  Ltd.  recently  sold  $480  mill 
in  bonds  that  investors  must  eventu; 
convert  to  stock.  Fuji  Bank  Ltd.  is 
of  the  banks  expected  to  come  to  m 
ket  with  similar  forced-conversion  bo 
or  preferred  shares. 
"radical  act."  More  assertive  ba 
ers  are  even  talking  about  taking, 
the  bureaucrats.  For  years,  a  MOF  "gi 
ance"  prohibited  banks  from  cutting  ( 
idends.  But  on  Mar.  23,  Hokkaido  Ta  jgate 
shoku  Bank  Ltd.  hinted  that  it  wo  E 
cut  its  dividend  almost  30%.  So 
bankers  predict  the  end  of  a  MOF  po' 
prohibiting  major  banks  from  rep< ;t 
ing  net  losses,  which  would  make 
easier  to  write  off  loans.  "For  Japan 
banks,  this  is  a  radical  act,"  says  <  mr,- 
banker  in  Tokyo. 

Bankers  are  enlisting  Americans 
put  gentle  pressure  on  regulators 
let  them  take  the  next  step— adopt 
more  sophisticated  ways  to  dump  tr 
bled  properties.  Goldman,  Sachs  & 
has  been  presenting  MOF  officials  wjjtj,, 
outlines  of  securitization  schemes 
bad  debts,  for  example.  Nisho  Iwai 
cently  hooked  up  with  the  U.  S 
estate  investment  banking  firm  of  K 
nedy  Wilson  Internati 
al  to  put  Kennedy's 
perience  with  real  est  | 
auctions  to  work  in 
posing  of  bad  prope^, 
Nisho   Iwai  says 
partners  hope  to 
proach  MOF  officials 
er   this   year  with 
scheme  for  all  of  Jap*  jj 
banks. 

Regulators  talk  a.']] 
they  have  changed  th 
spots.  Bank  of  Ja{ 
Governor  Yasushi  M 
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no  in  a  Mar.  24  speech  held  up  the 
ample  of  U.  S.  banks'  quick  action 
their  bad  del  its  by  discounting  sales 
investors.  Mieno  urged  Japanese  bai 
to  do  the  same.  Yet  the  conservati 
remain  in  command  at  MOF,  where 
reaucrats  worry  that  open-market  st 
of  collateral  would  only  result  in  a  f  , 
fall  in  reported  real  estate  values.  Mc 
over,  such  a  market  would  give  forei  t 
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I,he  chance  to  buy  big  chunks  of 
lese  land.  "The  inner  circle  in  Ja- 
jjirobably  won't  allow  that  to  hap- 
predicts  Kiyoshi  Morofushi,  senior 
ty  general  manager  at  Bank  of 
o. 

wever,  they  may  be  convinced  oth- 
je.  For  instance,  Secured  Capital 
.,  a  U.  S.  real  estate  banker,  has 
p  shop  in  Tokyo  and  has  been  help- 
apanese  banks  sell  off  their  Amer- 
)roblem  debt  and  collateral  through 
ons  like  those  pioneered  by  the 


Resolution  Trust  Corp.  in  the  U.  S.  Se- 
cured Capital's  Tokyo  representative, 
Kenneth  M.  Curtis,  says  a  Japanese 
bank  recently  asked  him  to  talk  to  MOF 
officials  to  find  out  what  they  think  of 
Secured  Capital's  method  for  use  in 
Japan. 

Meanwhile,  pressure  on  the  banks  to 
do  even  more  is  building.  The  weak 
Japanese  stock  market  is  eating  away  at 
the  keiretsu  holdings  that  count  as  bank 
capital.  Some  of  the  banks'  credit  rat- 
ings are  slipping  as  Standard  &  Poor's 


recently  cut  the  senior  debt  ratings  of 
Mitsubishi  Bank,  Sumitomo  Bank,"  and 
Bank  of  Tokyo.  To  make  matters  still 
worse,  the  National  Land  Agency's  lat- 
est figures  show  that  prices  for  com- 
mercial real  estate  in  Tokyo  fell  by  18% 
in  1993,  with  no  pickup  expected  this 
year.  So  more  hard  times  surely  are 
ahead  for  the  more  vulnerable  banks. 
But  at  least  Japan  is  finally  developing 
a  strategy  to  resuscitate  its  banking 
system. 

By  Larry  Holyoke  in  Tokyo 
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fRAIL  OF  RED  INK 
CREDIT  LYONNAIS 


icians  are  trying  to  fix  the  blame  for  the  bank's  costly  mistakes 


has  the  makings  of  a  French  Wa- 
>rgate— if  Gallic  secrecy  and  deco- 
tm  don't  limit  the  revelations.  Even 
looming  parliamentary  probe  of 
ce's  biggest  commercial  bank, 
it  Lyonnais,  could  well  end  a  polit- 
?areer  or  two.  And  it  may  shed 
y  embarrassing  light  on  the  French 
rnment's  role  as  the  unseen  pup- 
■r  of  business.  "We're  going  to 
a  lot  about  how  the  govern- 
operates,"  promises  Franqois 
oert,  a  centrist  parliamentar- 
ho  hopes  to  head  the  expected 
tigation. 

itics  have  attacked  the  state- 
d  Credit  Lyonnais  for  years, 
[ing  that  its  lending  is  linked  to 
cs  and  even  Mafia  influence, 
oy  d'Aubert,  the  critics  should 
get  their  wish  for  a  probe, 
cs  to  the  bank's  financial  mess, 
gently  announced  a  $1.2  billion 
or  1993,  the  fruit  of  ultrarisky 
rig  to  Hollywood  studios,  weak 
zh  real  estate  loans,  and  a  go- 
•owth  policy  of  opening  branch- 

every  corner  of  Europe.  To 

the  giant  bank  alive— it  has 
s  of  $340  billion— the  govern- 

will  give  it  $850  million  in  new 
al  and  assume  the  risk  for  $7 
l  in  questionable  loans,  if  Brus- 
igrees  under  antisubsidy  rules. 
3MMENDATIONS."  Investigators 
d  try  to  find  out  who's  to 
e  for  the  bank's  costly  mistakes, 
^ng  names  is  a  gleeful  prospect  for 
ce's  conservative  rulers,  since  the 
's  troubles  began  under  their  So- 
t  predecessors.  Conservatives  claim 
cs  led  the  bank  to  sink  perhaps  $2 
n  into  MGM  Studios,  partly  to  fi- 
i  mgm's  takeover  by  Italy's  Gian- 

Parretti,  a  financier  with  Socialist 


ties.  Bad  loans  have  made  Lyonnais  the 
rueful  owner  of  MGM.  Parretti  has  filed  a 
series  of  lawsuits  against  the  bank, 
claiming  $3.9  billion  for  being  forced  out 
of  the  studio. 

A  Lyonnais  probe  may  also  prove  a 
fascinating  case  study  in  how  France 
Inc.  works.  Like  most  CEOs  of  state- 
owned  companies,  Jean-Yves  Haberer, 


PEYRELEVADE: 
HIS  AUSTERITY 
PLAN  CALLS 
FOR  4,400 
JOB  CUTS 


who  ran  Lyonnais  until  his  ouste>'  asi 
fall,  claimed  the  government  never  1 
enced  his  business  moves.  Nov 
singing  a  different  tune.  Govei 
"recommendations"  led  him  to  bi  i- 
ty  stakes  in  needy  state-owne<  sa- 
nies, he  says,  including  steelm  Usi- 
nor  Sacilor  and  Aerospatia  i'hose 
companies  are  bloodying  Lyo       3'  bot- 


tom line.  Usinor  alone  boosted  the 
bank's  1993  loss  by  $200  million. 

Haberer,  who  has  Socialist  links, 
claims  he's  a  scapegoat  for  the  bank's 
troubles  and  welcomes  an  investigation. 
On  Mar.  31,  the  government  even  took 
away  the  consolation  job— as  chairman  of 
a  small  state  bank— that  it  gave  him 
when  he  left  Lyonnais. 
GOOD  MOVES.  Credit  Lyonnais'  new 
chairman,  former  insurance  executive 
Jean  Peyrelevade,  wants  to  avoid  dwell- 
ing on  the  bank's  past  troubles.  "Our 
core  business  is  healthy,"  he  says.  He 
blames  the  1993  loss  on  Europe's  weak 
economies,  plus  "a  few  poorly  controlled 
businesses  on  the  periphery"  of  the  bank. 
Lyonnais  had  an  operating  profit  before 
$3.1  billion  in  provisions  for  weak  loans. 
Provisioning  isn't  over:  It  will  prob- 
ably top  $2.3  billion  in  1994,  he  says. 

Peyrelevade  has  an  austerity  plan 
to  revive  his  bank.  He  is  visiting 
companies  in  which  Lyonnais  holds 
equity  stakes  to  warn  them  that 
he'll  be  selling  shares  to  build  cash. 
These  include  Rhone-Poulenc,  LVMH, 
Pechiney,  and  Lyonnaise  des  Eaux. 
He'll  cut  about  3,500  jobs  in 
France— 10%  of  the  workforce— plus 
900  slots  in  his  European  network. 
Analysts  like  his  moves.  Still,  "it 
will  be  1997  before  we  see  a  reason- 
able profit,"  says  Sheila  Garrard  of 
Lehman  Brothers  in  London. 

One  recent  move  by  Peyrelevade 
was  to  cut  off  lending  to  Bernard 
Tapie,  a  financially  strapped  French 
investor  with  Socialist  links  who 
got  Lyonnais  to  take  sportswear 
maker  Adidas  off  his  hands  last 
year.  D'Aubert  claims  politics  led 
Lyonnais  to  bankroll  Tapie. 

Such  claims  may  now  get  a  thor- 
ough airing,  although  French  law 
will  limit  the  probe  to  six  months. 
Even  if  key  questions  go  unanswered, 
investigators  may  at  least  lay  bare  state 
meddling  in  business,  an  ancient  practice 
the  French  claim  they  want  to  end. 
"Lyonnaisgate"  may  thus  prove  a  use- 
ful cathartic  exercise  as  France  moves 
uncertainly  toward  a  true  free-market 
economy. 

By  Stewart  Toy  in  Paris 
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MEXICO:  CAN  ZEDILLO 
STEM  THE  TIDE  OF  CHAOS? 


EDITED  BY  STANLEY  » 
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ach  day  looks  more  frightening  in  Mexico.  The  investiga- 
tion into  the  assassination  of  presidential  candidate  Luis 
Donaldo  Colosio  is  widening  as  the  police  make  new  ar- 
rests and  look  into  ties  between  the  assassins  and  local  drug 
lords.  Mexican  columnists  warn  of  the  "Colombianization"  of 
their  country.  Indeed,  talks  with  the  guerrillas  in  Chiapas 
have  stalled,  while  right-wing  vigilantes,  known  as  Guardias 
Blancas,  are  arming  to  the  teeth. 

All  this  presents  a  tough  challenge  to  Ernesto  Zedillo  Ponce 
de  Leon,  the  untried  new  presidential  candidate  of  the  ruling  In- 
stitutional Revolutionary  Party  (pri).  Zedillo  will  need  more  than 
a  telegenic  smile  and  a  clear  voice  to  win  on  Aug.  21  and  keep 
Mexican  political  and  economic  reform 
on  track.  To  succeed,  the  Yale-trained 
economist  must  quell  a  raging  battle 
within  his  own  party  between  regional 
pols,  clinging  to  their  old  turf  and  perks, 
and  modernizers,  such  as  Zedillo  him- 
self, who  have  a  global  vision  for  Mexico. 

Whether  Zedillo  has  the  moxie  to 
bring  the  party  together  is  far  from  a 
sure  thing.  While  he  gets  credit  for 
turning  a  huge  deficit  into  a  surplus 
during  his  tenure  as  Budget  &  Plan- 
ning Secretary  from  1988  to  1992,  it 
was  his  boss,  President  Carlos  Salinas 
de  Gortari,  who  took  the  heat  for  the  reforms.  In  his  one  pub- 
lic confrontation  as  Education  Secretary  in  1993,  Zedillo  with- 
ered under  army  criticism  and  withdrew  a  textbook  that 
blamed  the  military  for  a  massacre  of  students  in  1968. 
PROVINCIAL  ALARM.  But  the  42-year-old  Zedillos  biggest  short- 
coming is  that  he  is  considered  a  technocrat,  not  a  party  man. 
That  will  hurt  him  in  convincing  the  PHI  that  he  is  worthy  of  its 
support— and  make  it  harder  for  him  to  convince  the  party 
that  it  has  to  clean  itself  up  and  yield  some  power  as  it  enters 
the  modern  era.  Old-line  elements  in  the  pri  are  already  edgy 
because  modernization,  including  the  North  American  Free 


ZEDILLO  MUST  UNITE  WARRING  PRI  FACTIONS 


Trade  Agreement,  threatens  their  regional  fiefdoms.  Outside 
capital,  pols,  policemen,  contractors,  and  even  drug  barons 
their  own  cozy  businesses,  sending  a  cut  of  the  profits  up 
political  ladder  and  delivering  the  local  vote  for  the  pri. 

Before  his  assassination,  Colosio  alarmed  such  provin 
forces  by  seeming  to  shun  the  traditional  political  deals  ( 
presidential  year  while  turning  up  the  modernization  rhetoric 
high.  Even  before  Colosio  was  buried  in  his  native  Sonora,  1 
politicians  were  publicly  opting  for  candidates  who  could  dei 
or  at  least  slow  down,  Salinas'  modernization  express.  When 
linas  asked  party  leaders  to  0.  K.  a  constitutional  change  a 
could  nominate  one  of  his  Cabinet  members  to  replace  Col 
he  received  a  humbling  response: 
The  pols  wanted  one  of  their  own,  s| 
as  pri  President  Fernando  Ortiz  Ar 
Not  wanting  to  alienate  the  U.  S., 
linas  resisted,  selecting  Zedillo,  who 
resigned  from  the  Cabinet  to  run  C| 
sio's  campaign.  But  now,  Zedillo  and 
linas  must  get  through  the  rest  of 
year  on  a  wobbly  base.  They  are  w 
ing  to  win  back  support  in  the  pa 
Salinas  made  a  downpayment  on 
31  by  exiling  the  unpopular  chief  of 
Jose  Cordoba  Montoya,  his  most  tra 
adviser,  to  a  Washington  post.  M 
deals  are  surely  in  the  works,  but  they  could  all  blow  up  if 
investigation  implicates  PRI  elements.  And  even  if  Zedillo 
Salinas  can  hold  the  party  together  through  the  elections, 
fight  for  power  is  sure  to  continue  during  the  lame-duck  pe 
until  Zedillo  gets  a  chance  to  show  he  can  govern  in  Decern 
Salinas  faced  a  similar  test  six  years  ago.  Not  rated  highl] 
a  tactician  or  a  tough  guy,  he  showed  his  strength  by  senq 
the  army  to  arrest  oil-union  leaders.  Zedillo  must  be  equ 
bold.  But  with  a  guerrilla  army  in  the  south  and  vigilantes 
the  rise,  he'll  be  facing  higher  stakes  and  longer  odds. 

By  Stephen  Baker  in  Mexico  ( 
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CHUNNEL  DELAYS 


More  bad  news  for  the  English 
Channel  tunnel  and  its  sharehold- 
ers. On  Apr.  1,  Eurotunnel  Group 
Chairman  Alastair  Morton  said  the  link 
wouldn't  open  for  passenger  traffic  in 
time  for  the  peak  tourist  season.  Some 
tickets  had  already  been  sold  for  cross- 
ings, which  were  expected  to  begin  in 
early  summer.  Now,  operations  won't 
start  before  September  at  the  earli- 
est, because  of  problems  testing  the 
trains. 

The  delay  is  likely  to  cost  Euro- 
tunnel $146  million  in  lost  revenue. 
The  company  is  paying  out  an  addi- 
tional $180  million  to  settle  a  dispute 


with  its  general  contractor,  Trans- 
manche  Link.  These  disappointments 
could  also  hurt  Eurotunnel's  upcoming 
$730  million  rights  issue.  The  bad 
news  has  trimmed  the  company's 
stock  price  by  about  5%,  to  $7.37.  It's 
also  a  blow  to  Euro  Disneyland,  which 
had  hoped  that  a  horde  of  British 
tourists  would  pour  in  from  a  Chun- 
nel-linked  station  located  at  the  park's 
gates. 

NEW  YORK  NIXES  QUEBEC  POWER 

ydro-Quebec  may  be  forced  to  re- 
I  think  plans  to  build  its  controver- 
sial $9  billion  Great  Whale  hydro- 
electric project  in  northern  Quebec. 
On  Apr.  1,  Consolidated  Edison  Co., 


which  supplies  electricity  to  New  Yo 
City,  announced  it  was  delaying  f 
at  least  18  months  a  tentative  deal 
buy  some  $2  billion  worth  of  pow 
from  Hydro-Quebec.  Con  Ed's  mo 
came  only  days  after  the  New  Yo 
Power  Authority,  a  state  agency  th 
buys  power  on  behalf  of  several  ut 
ities,  canceled  a  20-year,  $5  billi 
contract  with  Hydro-Quebec.  T 
agency  was  responding  in  part 
charges  that  the  massive  lakes  crej 
ed  by  the  project  would  harm  t 
fragile  northern  Quebec  environmei 
Without  long-term  export  contrac 
to  New  York,  Hydro-Quebec  could  fi 
it  tough  to  line  up  financing  for  Gr« 
Whale. 
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Workers'  Compensation. 


Reward  yourself  with  Lufthansa  s  Business  Class 


Imagine  a  place  where  hard  work  is  rewarded 
by  hours  of  indulgence.  Where  award-winning 
cuisine  fills  your  plate  and  CD  quality  sound  fills 
your  ears.  Where  your  eyes  feast  on  your  own 
personal  video  monitor  with  a  wide  selection  of 
programs.  Where  extra  wide  seats,  swivel  tables, 
integral  footrests  and  enhanced  recline  provide 
a  unique  feeling  of  freedom  and  movement. 
With  the  introduction  of  the  world's  most 
advanced  aircraft,  the  A340.  and  the  redesign  of 
our  747s,  Lufthansa  is  setting  new  standards  for 
Business  and  First  Class  comfort.  All  this  in 
addition  to  the  premium  European  service  we 
continue  to  offer  on  every  one  of  our  flights.  And 
surprisingly,  all  without  a  premium  price.  So  since 
you  work  hard,  fly  the  airline  that  assures  you 
the  compensation  you  deserve. 


Lufthansa 


For  reservations  and  information  call  1-800-645-3880  or  see  your  travel  agent.  Lufthansa  Miles  &  More  "  and  United  Mileage  Plus  are  now  fully 
reciprocal.  Accrue  or  redeem  miles  in  either  program  when  you  fly  on  Lufthansa  flights  or  flights  operated  by  our  global  partner.  United  Airlines. 
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Hotel 

Heaven 


t  Kick  Off  Your  Shoes 
d  Work 

~ ^  irst  came  the  hotel  business  center. 

 i  That  saved  a  taxi  ride  to  your 

company's  branch  office  if  you 
had  to  photocopy,  fax  or  keyboard 
>cument.  Next  out  of  the  hotel  indus- 
s  convenience  store  came  room  deliv- 
Call  the  front  desk,  and  someone  would 
ck  on  your  door  widi  a  fax  machine  or  PC 
tand.  (Inter-Continental  Hotels  even 
Jed  over  the  idea  of  providing  portable 
ces  that  could  be  wheeled  into  guest 
ms.)  It  was  yet  another  time-and-ener- 
saver  for  weary  business  travelers, 
'ow,  in  a  refinement  dictated  by  the  work 
c  of  the  '90s,  Hyatt  Hotels  and  Resorts 
0/233-1234)  is  making  it  easy  for  travel- 
to  do  business  without  budging.  You 
ply  book  a  new  kind  of  office-style  guest 
m  —  for  an  additional  $15  charge  at  any 
-Tyatt's  80  hotels  in  the  U.S.  and 
nada. 

l  the  so-called  Hyatt  Business  Plan, 
lr  room  becomes  as  convertible  as  a 
abed.  When  you're  tired  of  watching 
,  you  just  walk  a  few  steps  over  to  a 
ll-equipped  executive  desk  and, 
sto,  your  guest  room  turns  into  an 
-of-town  office. 


Round-the-Clock  Work:  Hyatt  hasn't 
made  this  systemwide  move  on  the  basis 
of  a  guesstimate.  With  the  enthusiasm  of 
a  college  kid  aiming  for  a  magna  cum 
laude,  the  upscale  chain  first  surveyed 
business  travelers  (see  following  page  ) 
and  uncovered  conclusive  proof  that: 

•  There's  more  pressure  today  (72%  of 
respondents)  than  five  years  ago  to 
"produce"  on  a  business  trip. 

•  More  executives  and  managers  than 
ever  (58%)  are  working  in  their  hotel 
rooms. 

"Years  ago,  hotels  tried  to  make  their 
guests  feel  right  at  home,"  says  Darryl 
Hartley-Leonard,  president  of  Hyatt 
Hotels.  "We  still  do,  but  times  have 
changed,  and  today  our  guests  tell  us  that 
what  they  need  during  a  hotel  stay  are 
services  that  allow  them  to  be  as  produc- 
tive on  the  road  as  they  are  in  the  office 
—  24  hours  a  day,  if  necessary." 

Empty  Business  Centers: 

The  net  of  all  this?    It  would  be  going 
too  far  to  wave  goodbye  to  the  business 
center,  a  longtime  fixture  in  many  hotels. 
The  makeshift  office  off  the  lobby  —  or 
in  an  unused  corner  of  an  upper  floor  — 
has  been  a  prop  for  executive  travelers 
for  years.  But  even  when  the  New  York 
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/he  Contura  Aero 


7.5  x  10.25  x  1.5  Inches' 


Powerful  486  Processor 


Backlit  VGA  Screen 


Up  To  6-Hr.  Optional  Battery 


Instant-On  Feature 


Optk  >nal  Docking  Base 


About  3.5  Pounds' 


(  (phonal  PCMCIA  Floppy  Drive 


Free  3-Year  Warranty- 


Monochrome  From  $U99 


COMPAQ. 


[994  (  ompaq  ' 

,i  fax  on  out  limited  warranty, 


,  ,   All  ,  „.!„,  r.    ,       l/„m,,an  Con.ura  Registered  LI  S  Paten,  and  Trademark  .,11k.  Aero  is  a  trademark  of  Compaq  I  -on 
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Darryl  Hartley-Leonard,  President, 
Hyatt  Hotels  Corporation,  using  the  fax 
machine  in  a  Hyatt  Business  Plan  room. 


What  business 
travelers 
want,  after 
a  hard 
day's  work, 
is  to 
kick  off 
their  shoes, 
unwind, 
have  a 
drink  and 
do  work  — - 
if  any  — 
right  in 
their  room, 
without 
moving. 


Hilton,  with  the  streetwise  assistance  of 
Dow  Jones,  set  up  a  well-designed  busi- 
ness center  located  in  a  high-traffic 
area,  it  never  made  the  grade. 

What  business  travelers  want,  after  a 
hard  day's  work,  is  to  kick  off  their 
shoes,  unwind,  have  a  drink  and  do 
work  —  if  any  —  right  in  their  room, 
without  moving.  From  that  perspective, 
it  looks  as  though  the  new  road  warrior 
of  the  '90s  may  be  a  corporate  loyalist, 
but  also  a  sybarite  who  knows  how  to 
mix  in  a  little  pleasure  with  a  lot  of 
work. 

In  fact,  in  its  Business  Plan,  Hyatt  is 
adding  in  the  comforts  that  make  work 
on  the  road  tolerable,  such  as  a  coffee 
maker,  complimentary  continental 
breakfast,  iron  and  ironing  board  and 
hair  dryer  in  every  room.  It's  also 
throwing  in  free  USA  Today  delivery  to 
your  room,  as  well  as  comp  access  to 
local,  800  and  credit  card  phone  num- 
bers —  a  big  plus  indeed. 

"Hard  times  have  hit  nearly  every 
company  in  this  country,"  says  Hartley- 
Leonard.  "What's  important,  as  the 
economy  appears  to  be  taking  a  turn  for 
the  better,  is  to  become  even  more  pro- 
ductive, cost-conscious  and  valuable  to 
your  company  by  boosting  productivity." 


The  Work  Priorities  of  the  '90s 

You' can't  say  Hyatt  doesn't  do  its  home- 
work. 

Last  year  it  came  out  with  a  study  of 
golf  and  business  and  found  that  the  two 
have  tied  a  permanent  knot  —  with 
divorce  not  even  remotely  possible.  As 
you  might  expect,  golf  courses  are  ideal  I 
for  setting  the  stage  for  business  deals.  (A; 
small  percentage  of  people  who  play 
business  golf  even  prefer  the  game  over 
sex,  the  study  noted.)  So  Hyatt  raced  to 
link  all  its  resorts  with  —  well,  links 
wherever  it  could. 

In  its  most  recent  study,  which  led  the 
chain  to  set  up  special  office-like  rooms, 
Hyatt  pinpointed  just  what  business 
travelers  want  in  a  hotel  —  and  how  they 
view  their  peripatetic  work. 

•  The  three  items  topping  their  wish 

list  are  a  large  work  desk  with  phone,  no 
phone  access  charges  and  comp  continen- 
tal breakfasts. 

•  Of  least  interest  —  surprisingly  — 
are  lounges  close  to  rooms,  like  the  ones 
commonly  featured  on  executive  floors. 

•  Travelers  couldn't  care  less  about 
whether  a  hotel  has  personal  computers 
for  rent.  (Most  travelers  take  along  lap- 
tops.) 

In  the  austere  '90s,  most  travelers  seem 
to  have  work  on  the  brain. 

•  Most  survey  respondents  (83%)  say 
they  work  harder  than  their  bosses,  and 
almost  the  same  percentage  of  bosses 
(85%)  predictably  say  they  work  harder 
than  their  staffs. 

•  With  heroic  altruism,  Hyatt's  business 
travelers  (67%)  put  their  employer's 
profitability  ahead  of  their  own  comfort 
and  convenience —  with  older  employees) 
more  sacrificial  than  younger  ones. 

But,  the  studv  adds,  most  business 
travelers  (68%)  admit  that  their  trips 
interfere  with  their  personal  and  home 
lives.  Clearly,  the  toughening  work 
ethic  is  doing  a  lot  of  good  for  the 
corporate  bottom  line  but  not  helping 
marriages  much. 


Ma 
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"WE  JUST 
ADDED  TWO 
MORE  AIRLINES  TO 
MARRIOTT  MILES: 
NOW  WE'D  LIKE 
TO  ADD  YOU." 


Marriott  Miles  proudly  adds  Delta  Air  Lines  and  Air  Canada,  along  with 
American  Airlines®,  British  Airways,  Continental,  Northwest, 
TWA  and  USAir.  You'll  earn  up  to  10,000  miles  for  every  5  stays  - 
whether  you  fly  or  not.  To  join,  call  1-800-FOR  MILES. 

Harriott 


WE  MAKE  IT  HAPPEN  FOR  YOU 


:>u  must  be  a  member  of  a  frequent  flyer  program  to  play.  Earn  500  frequent  flyer  miles  for  every  stay.  Plus.  2,500  miles  after  every  fifth  stay  within  any  12-month 
iriod,  for  a  total  of  5,000  miles  lor  every  5  stays.  With  TWA  (international  hotels  on  I  n  ).  <  iontinenlal  it  Delta  earn  10.00(1  miles  for  every  5  stays.  Continental  partici- 
ation  in  this  program  ends  6/30/94.  Marriott's  Honored  Guest  Awards  points  will  not  be  awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard,  Residenee  Inn  and 
airfield  Inn  hotels  do  not  partieipate  in  Marriott  Miles.  Cheek-in  must  oreur  before  12/31/95.  ©1994  Marriott  International.  Inc. 


Sleeping  in  Business  Class. 

A  brief  history. 


1994 


O 


introduces  World  Business  Class  ,K'a  whole  new  level 
of  service  that  offers  you  a  better  choice  of  meals, 
the  control  of  your  own  personal  video  system  and 


0^   the  comfort  of  more  personal  space...  with  nearly  50%j', 


more  legroom  and  recline.  More  space  than  virtually 
any  other  world-wide  airline.  For  reservations  call 
your  local  travel  agent,  KLM  or  Northwest  Airlines 


New  Northwest  KLM  World  Business  Class. 

So  good  you  can  sleep  through  it. 
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rope's  Neat 

rport-City  Connections 

"f  you  taxi  from  London's  Heathrow 
Airport  to  Park  Lane  after  your 
transatlantic  flight,  the  ride  can  set 
.-you  back  some  $50.  It's  even  worse 
n  Gatwick  —  about  $75.  And  so  go 
horror  stories  of  costly  cab  connec- 
ts from  baggage  claim  to  downtown 
Iresses  in  the  European  Community's 
business  cities. 

7hat  with  excellent  airport-city  rail 
/ice  so  readily  available,  you  have  only 
irself  to  blame  if  you  sit  in  European 
b-hour  traffic  while  the  meter  ticks 
ly.  The  charges  can  be  particularly 
vy  because  the  dollar  is  still  a  wimp 
ipared  to  most  European  currencies, 
lere's  a  rundown  of  fast,  cheap  rail 
nections  from  your  plane  to  your 
el  —  or  appointments.  Ticket  prices 
ge  from  roughly  $1  to  $8,  depending 
the  city. 


I  idon:  If  you're  traveling  with  a  light 
dry-on,  take  the  Piccadilly  Line  from 
lj  ithrow  to  central  London  (about  45 
t  mtes),  which  runs  above  ground  part 
(j  he  way. 

rom  Gatwick  on  London's  south  side, 


board  the  Gatwick  Express,  departing 
every  15  minutes,  for  a  ride  through  sub- 
urbs and  countryside  to  Victoria  Station 
(30  minutes). 

Paris:  From  Charles  de  Gaulle  (Roissy), 
take  a  shuttle  bus  five  minutes  to  Roissy 
Rail  Station  where  you  pick  up  a  train 
that  whisks  you  to  the  Gare  du  Nord  (35 
minutes). 

At  Orly,  south  of  Paris  and  closer  in 
than  CDG,  there's  a  fairly  new  train-sub- 
way combo  into  town  (30  minutes)  with 
departures  every  seven  minutes.  So- 
called  Orlyval  trains  run  from  outside  the 
arrivals  area  to  Antony  Station,  near 
Porte  d'Orleans,  where  you  switch  to  the 
R.E.R.,  the  Metro-like  railway  that  serves 
most  of  Paris. 

Brussels:  A  money-and-time  saver  famil- 
iar to  business  travelers  long  before  the 
city  became  the  EC's  capital,  the  airport 
train  down  the  escalator  deposits  you  at 
any  of  several  stops  in  downtown 
Brussels  (14  to  18  minutes). 

Amsterdam:  One  of  the  slickest  con- 
nections is  Schiphol  Airport  to 
Amsterdam  Central  Station.  Board 
below  the  arrivals  concourse,  and  you're 
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Introducing 

BusinessPlan 


In-room  fax       No  phone  access  charges       Printers  and  copiers     Express  breakfast       Work  Station 


For  business  travelers, 
there's  no  better  place  than  Hyatt  to 
get  down  to  business.  Because  Hyatt's 
new  Business  Plan  equips  you  with  all  the 
business  tools  you  need  to  be  more  productive 
on  the  road.  Located  in  a  special  area  of  the 
hotel,  1  i  >tt  Business  Plan  has  everything  you 
need  right  in  your  room:  A  personal  work 
station  with  a  desk  phone  and 
no  access  charges*  a  data  port,  in- 
room  fax,  and  other  key  business 

*  No  phono  access  charges  for  800  W s,  local  calls, 
and  credit  card  calls. 


essentials.    Plus,  24-hour 
access  to  photocopiers  and  printers. 
And,  if  that's  not  enough,  express 
continental  breakfast  and  morning  news- 
paper are  also  included.  Hyatt  Business  Plan 
is  available  at  only  $15  over  any  regular  room 
rate.  So  come  to  Hyatt  and  discover  that  our 
idea  of  business  as  usual  is  really  unusual. 

Call  your  travel  planner  or 
Hyatt  at  1-800-233-1234  to  book 
Business  Plan  for  your  next  trip. 


HYATT.  WE'VE  THOUGHT  OF  EVERYTHING. 


Hyatt  introduces  improved  productivity 
in  the  following  locations: 

ARIZONA 
Hyatt  Regency  Phoenix 
CALIFORNIA 
Hvatt  Regency  Alicante  (Anaheim) 
Hyatt  at  Fisherman's  Wharf  (San  Francisco) 
Hyatt  Regency  Irvine  •  Hyatt  Islandia  (San  Diego) 
Hyatt  Regency  Lajolla  •  Hyatt  Regency  Long  Beach 
Hyatt  Regency  Los  Angeles 
Hyatt  at  Los  Angeles  Airport 
Hyatt  Newporter  (Newport  Beach) 
llyatl  Rickeys  (Palo  Alto)  •  Hyatt  Regency  Sacramento 
Hyatt  Regency  San  Diego  •  Hyatt  Regency  San  Francisco 
Hyatt  Regency  San  Francisco  Airport 
Grant)  Hyatt  San  Francisco  •  Hyatt  San  |ose 
Hyatt  on  Sunset  (Los  Angeles)  •  Hyatt  Westlake  Plaza 
COLORADO 
Hyatt  Regency  Denver 
Hvatt  Regency  Tech  Center  (Denver) 
CONNECTICUT 
Hyatt  Regency  Greenwich 
DISTRICT  OF  COLUMBIA  AREA 
Hvatt  Arlington  •  Hvatt  Regency  Bethesda 
Hyatt  Regency  Crystal  City  •  Hyatt  Dulles 
Hyatt  Fair  Lakes  •  Hyatt  Regency  Reston 
Grand  Hvatt  Washington  •  Hyatt  Regency  Washington 
FLORIDA 
Hyatt  Regency  Coral  Gables  (Miami) 
Hvatt  Regency  Orlando  International  Airport 
Hvatt  Sarasota  •  Hyatt  Regency  Tampa 
Hvatt  Regency  Westshore  (Tampa) 
GEORGIA 

Hvatt  Regency  Atlanta  •  Hvatt  Regency  Savannah 
Hyatt  Regency  Suites  Perimeter  Northwest  (Atlanta) 
INDIANA 
Hyatt  Regency  Indianapolis 
ILLINOIS 

Hyatt  Regency  Chicago  •  Hyatt  Deerfield  •  Hyatt  Lisle 

Hyatt  Regency  Oak  Brook 
Hyatt  Regency  O'Hare(Chicago)  •  Hyatt  on  Printers  Row 

Hyatt  Regency  Woodfield 
KENTUCKY 

Hyatt  Regency  Lexington  •  Hyatt  Regency  Louisville 
LOUISIANA 
Hyatt  Regency  New  Orleans 
MARYLAND 
Hyatt  Regency  Baltimore  •  Hyatt  Regency  Bethesda 
MASSACHUSETTS 
Hyatt  Regency  Cambridge 
Harborside  Hvatt  Conference  Center  &  Hotel  (Boston) 
MICHIGAN 
Hyatt  Regency  Dearborn 
MINNESOTA 
Hvatt  Regency  Minneapolis 
MISSOURI 

Hyatt  Regency  Crown  Center  (Kansas  City) 
Hyatt  Regency  St-  Louis 
NEW  I  ERSE  Y 
Hyatt  Cherry  Hill  •  Hyatt  Regency  New  Brunswick 
Hyatt  Regency  Princeton 
NEW  MEXICO 
Hyatt  Regency  Albuquerque 
NEW  YORK 
Hyatt  Regency  Buffalo  •  Grand  Hvatt  New  York 
Hyatt  Regency  Rochester 
NORTH  CAROLINA 
Hyatt  Charlotte 
OHIO 

Hyatt  on  Capitol  Square  (Columbus) 
Hvatt  Regency  Cincinnati  ■  Hvatt  Regency  Columbus 
PENNSYLVANIA 
I  lyatt  Regency  Pittsburgh 

SOUTH  CAROLINA 
Hyatt  Regency  Greenville 

TENNESSEE 
Hyatt  Regency  Knoxville 
rFXAS 

Hyatt  Regency  Austin  •  Hvatt  Regency  Dallas 
Hyatt  Regency  DFW  •  Hvatt  Regency  Houston 

Hvatt  Regency  San  Antonio 

VANCOUVER.  CANADA 

Hyatt  Regency  Vancouver 
VIRGINIA 

Hyatt  Arlington  •  Hvatt  Regency  Crystal  City 
Hvatt  Dulles  •  Hyatt  Fair  Lakes 
Hyatt  Regency  Reston  •  Hvatt  Richmond 
WASHINGTON 
Hvatt  Regency  Beilevue 
WISCONSIN 
Hyatt  Regency  Milwaukee 
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in  town  fast  (17  minutes).  The  train  runs 
on  the  Dutch  rail  network,  so  you  can  go 
directly  from  your  plane  to  the  World 
Trade  and  RAI  Convention  Centers,  as 
well  as  to  Rotterdam,  The  Hague  and 
other  business  centers. 

Frankfurt:  To  get  from  busy 
Frankfurt-Main  Airport  to  "Bankfurt," 
as  wags  like  to  call  it,  take  the  escalator 
to  the  underground  station  where  trains 
depart  every  10  minutes  and  terminate  at 
the  downtown  Hauptbahnhof  (11  min- 
utes). Beware  of  a  stiff  surcharge  if  you 
don't  buy  your  ticket  before  boarding. 

Dusseldorf:  At  the  Ruhr  capital's 
airport,  go  downstairs  and  take  the 
S-Bahn  No.  7  to  the  Hauptbahnhof  in 
the  city's  center  (13  minutes). 

Zurich:  It's  a  snap  to  get  to  the 
Bahnhofstrasse  from  Kloten  Airport  (10 
minutes)  —  with  trains  every  10  to  20 
minutes. 

Barcelona:  Take  the  moving  sidewalks 
from  the  terminal  to  the  RENFE  train, 
which  departs  every  half  hour  for  Sants 
(Central)  Station  (16  minutes). 

Rome:  Europe's  newest  airport-city 
rail  link,  opened  last  November,  is 
at  Leonardo  da  Vinci  (often  called 
Fiumicino  for  the  town  where  it's  locat- 
ed). You  cross  an  enclosed  bridge  and 
ride  the  train  to  Stazione  Termini, 
Rome's  main  station  (30  minutes)  — 
with  departures  every  20  minutes. 
"It's  functioning  well  —  in  the  Italian 
way,"  says  an  Alitalia  manager,  smiling. 
"It  usually  takes  a  few  months,  you 
know,  to  get  things  working  in  our 
country." 

Whether  running  perfectly  or  not, 
the  train  beats  a  Roman  taxi  on  price: 
just  12,000  lire  (or  about  $7.50)  by 
rail  compared  to  around  $60  for  a  cab. 


 AVA  

More  Nonstops  To  Great  Britain  Than  Any  Other 

U.S.  Airline.  The  next  time  business  takes  you  to  Great  Britain,  fly  the  air] 


that's  leading  the  way.  American  Airlines.  Now  with  more  nonstops  to  Great  Britai 
u*   than  any  other  U.S.  airline.  On  every  flight,  you'll  enjoy  our  International  Flags)$ 
Service!  Featuring  a  host  of  amenities,  including  spacious  seating  and  award-winning  food  and  wiri. 


Internal!!  >nal  Flagship  Service  is  a  registered  trademark  i  if  American  Airlines,  Inc. 


t  To  Britaia 


f!  w  Nonstop  Service  To  London  From  Nashville,  Philadelphia  And  Raleigh/ 

\\  rham  Starting  May  26.  This  spring,  we're  expanding  our  European  service  to  include  19 
I  ^  nonstops  to  Great  Britain  from  nine  U.S.  gateways.  And  with  our  other  European  service,  you  can  fly 
■  srican  Airlines  to  nine  countries  across  the  Atlantic.  So  call  your  Travel  Agent  or  American  Airlines  at 

I  )fo-()24-()262.  And  discover  why  we're  the  greatest  to  Britain.  AmericanAirlines 
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TravelUpdate 


Sheraton's  Luxury  Line 

In  a  hid  to  woo  upper-echelon  execu- 
tives ITT  Sheraton  (800/325-3535) 
is  hreaking  out  its  creme  de  la  creme 
hotels  and  resorts  such  as  the  St. 
Regis  in  New  York,  the  Carlton  in 
Washington,  and  the  Royal  Orchid  in 
Bangkok,  as  well  as  its  tony  Towers 
enclaves,  and  calling  them  the  "Luxury 
Collection."  The  worldwide  chain  isn't 
just  adding  glitz  with  its  upscale  blitz:  the 
goal,  its  top  executives  say,  is  to  provide 
the  ultimate  in  personalized  service, 
down  to  a  chocolate  on  your  pillow  — 
after  the  butler  has  changed  your  plane 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  the  highest  standards.  Experience  the  difference:  call  your  travel  planner  or 
44(71)491-3812  (London)  and  ask  for  our  International  Corporate  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 


NORTH  AMERICA  VANCOUVER  ,  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM,  HAWAII .  PACIFIC:  AUC  KLAND.  GOLD  COAST,  VANUATU. 
PALAl I,  ASIA:  HONG  KONG.  SINGAPORE.  KUALA  LUMPUR, JOHOR  BAHRU.  PANGKOR,  JAKARTA . DHAKA.  WUXI.  NARITA 


reservations,  booked  a  table  for  two 
at  a  top  restaurant  and  shined  your 
shoes.  Sheraton  isn't  linking  any  spet 
cial  price  deals  with  its  string  of  luxq 
ry  pearls  —  you  can  get  your  corpo- 1 
rate  rate,  other  discounts  and  fre- 
quent-stay credits,  as  usual  —  but  it 
claims  to  be  providing  more  value  fo 
the  hotel  dollar.  In  any  case,  the 
chain's  "SureSaver  Business  Rates," 
which  apply  to  all  400  or  so 
Sheratons,  are  a  boon  especially  to 
anyone  booking  the  best  hotels.  For 
example,  the  price  of  a  deluxe  doubl 
at  the  St.  Regis,  normally  $395,  dro 
to  $375  at  the  corporate  rate;  to  $35 
with  a  14-day  advance  reservation, 
and  to  a  bargain-basement  $296  if 
you  produce  a  Triple  A  membership 
card  at  the  front  desk.  Not  bad  for 
such  good  living  space. 


Trans  World-Class  Airline 

If  you  like  TWA's  "Comfort  Class" 
version  of  coach  —  with  truly  wider 
spacing  between  seats  —  you'll  love 
what  it's  doing  for  elite  members  of  it 
Frequent  Flight  Bonus  program 
(800/325-4815).  When  you  reach  the 
40, 000-mile  award  level  or  complete 
eight  transatlantic  segments  within  12 
months,  you  can  become  a  member  olj 
its  new  Royal  Ambassador  Class 
(TWA  rez  attendants  call  it  "red 
class"),  which  automatically  gives  yod 
the  right  to  fly  first  or  business  class 
on  TWA  wherever  you  go  and  no  mat 
ter  what  low-priced  ticket  you're  holdj 
ing.  For  instance,  if  you've  booked 
the  "lowest  sale-price  seat"  (designat- 
ed T  or  V  class)  on  a  wide-bodied 


Si 
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1011  or  747,  you'll  get  a  seat  in  first 
;lass.  It's  virtually  the  same  kind  of 
upgrade  for  slightly  higher-priced  tickets 
B,  K,  Q,  Y).  All  of  this  comes  in  the 
vvake  of  the  airline's  recent  radical  expan- 
jion  of  its  frequent-flier  partnerships  — 
^ou  can  now  earn  TWA  miles,  for  exam- 
ple, with  both  Sprint  and  Visa.  The  air- 
ine  is  hardly  Number  Two  in  its  industry, 
iwt  with  former  owner  Carl  Icahn  out  of 
he  picture  and  employees  now  minding 
:he  store,  TWA  might  just  as  well  borrow 
\vis'  old  "We  Try  Harder"  slogan. 

Beepers  That  Talk  Back 

n  telecommunications,  where  gadgetry 
proliferates  faster  than  the  speed  of 
iound,  those  simple  pagers  that  used  to 
3eep  you  can  now  display  short  messages, 
itock  quotes,  sports  scores  and  news  flash- 
is,  as  well  as  phone  numbers.  The  sophis- 


ticated newcomers  such  as  Motorola's 
Advisor  and  NEC's  Courir  cost  anywhere 
from  $  1 99  to  $249,  compared  to  well 
below  $100  for  basic  models.  Not  content 
with  feeding  data  and  information  to  big- 
ger displays,  paging  operators  like  leader 
Skytel  and  runner-up  MobileComm  are 
testing  two-way  exchanges.  Initially, 
you'll  only  be  able  to  send  a  prepro- 
grammed acknowledgement  that  you  got 
the  beeped  phone  number  or  message,  but 
it  won't  be  long  before  back-and-forth 
dialogues  become  commonplace. 

Meanwhile,  with  executives  carrying 
beepers  as  well  as  salespeople,  construc- 
tion workers  and  suburban  plumbers, 
Motorola,  NEC,  Panasonic,  Uniden  and 
other  manufacturers  are  dressing  up  bor- 
ing-looking beepers  in  decorator  colors.  If 
you  can't  keep  those  beeps  quiet  in  corpo- 
rate meetings,  you  might  as  well  flaunt  the 
pagers  themselves. 
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Those  simple 
pagers  that 
used  to  beep 
you  can  now 
display  short 
messages, 
stock  quotes, 
sports  scores 
and  news 
flashes. 


Get  the  most  out  of  your  next  business  trip. 


Getting  the  most  out  of  your  next  business  trip  means 
getting  more  from  your  business  hotel.  That's  why  Radisson 
Business  Class  rewards  you  with  a  wealth  of  amenities: 

Full  American  Breakfast 
USA  Today 
Free  In-Room  Movie 
Complimentary  Coffee  In  Your  Room 
Data  Port  For  Computer/Laptop  Hookup 

Free  Telephone/Computer  Fine  Access  For  Local.  800#  And  Credit  Card 
Immediate  Priority  Fax  Service 

So  if  you're  looking  for  a  hotel  company  that  welcomes  business  travelers 
with  an  extra  measure  of  class,  This  Musi  Be  The  Placer  Just  call  your 
travel  professional  and  ask  for  Radisson  Business  Class 

Radisson  Business  (Miss  is  available  at  participating 
Radisson  holds  worldwide. 


INIROOUCING  CLUB  LEVELS.  There's  a  phone  at 
your  ilesk.  You  can  make  free  loeal  calls.  We 
won't  charge  you  an  access  charge  for  long 
distance,  either.  Enjoy  complimentary  break- 
fast and  evening  hors  d'oeuvres  in  our  Club 
Level  lounge.  And  all  the  little  extras  you'll 

NOW  ITT  SHERATON  HOTELS 
TAKE  OOSINESS  TRAVEL 
TO  A  WHOLE  NEW  LEVEL. 

VEL 

find  in  your  room,  like  morning  newspaper 
delivery,  coffeemakers  and  irons.  All  lor 
around  $15  more  a  night.*  And  remember, 
ITT  Sheraton  Club  International  (.old  Members 
are  automatically  upgraded  to  our  Club  Level 
at  eheek-in  when  available.  We're  also  proud  to 
offer  AT&T  ln-Room  Long  Distance  Service  for 
all  your  AT&T  Calling  Card,  AT&T  Universal 

Card  and  operator  assisted  calls  at  most 
locations.  Find  out  more  about  ITT  Sheraton 
Club  International  Cold  and  our  new  Club 
Levels.  Call  your  travel  professional  or 
ITT  Sheraton  today 
at  800-325-3535. 


c 


Al&l  ) 
In  KiKim 
Long 
Distance 
Service  J 


Helping  you  along  the  ' 


ITT 


Sheraton 


HOTELS 


OUR  WORLD  REVOLVES  AROUND  YOU 


Cuh  ^  are  avaUab.e  a,  the.  and  othe,  ITT  Sheraton  ^J-££}^  KSS£S"0k  ^Z^^^  | 

^^C't™™  r,S:&^rro  ^  .  P«ing  property,  ca,,  *.  ,TT  S.eraton  W*,  Reservations  office. 
©  1994  ITT  Sheraton  Corporation 
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Different 


letro  Hotels 

or  Road  Warriors 

What  American  hotel  was 
practically  home  to  Clark 
Gable?  Which  was  the  first 
lodging  on  Honolulu's 
^aikiki  Beach?  And  what  hotel  used  up  56 
iles  of  millwork  in  its  renovation? 
If  you  know  Historic  Hotels  of  America 
00/678-8946),  a  nationwide  group  of  103 
|  dgings  with  a  distinguished  past,  you  can 
ttle  off  the  answers,  pronto:  the  art  deco- 
de St.  James's  Club  on  Sunset  Boulevard 
Hollywood  (Jean  Harlow  and  Errol 
ynn  liked  it  too),  the  turn-of-the-century 
leraton  Moana  Surfrider  on  the  beach 
•xt  to  a  banyan  tree  (circa  1885)  and 
'ashington's  recently  restored  Stouffer 
layflower,  the  glamorous  grande  dame 
at  opened  during  President  Coolidge's 
figuration. 

n  1989  the  nonprofit  National  Trust  for 
istoric  Preservation  set  out  to  establish  a 
ain  of  fine  hotels,  ranging  from  luxury 
operties  in  major  cities,  suitable  for  busi- 
ss  travelers,  to  small-town  inns,  remote 
untry  retreats  and  polished  resorts,  which 
>u  could  book  for  corporate  meetings  or 
nply  short  getaways. 

Today,  the  hotel  group  spans  the  country, 


from  the  Radisson  Admiral  Semmes  (he  was 
commander  of  the  Confederate  ship, 
Alabama)  in  Mobile  to  San  Francisco's 
Westin  St.  Francis  (a  survivor  of  the  1906 
earthquake).  Just  in  the  past  year,  member- 
ship has  topped  the  hundred  mark  with  the 
"induction"  of  some  20  hotels  into  the  asso- 
ciation. Newcomers  include  hotels  that  are 
already  on  the  frequent  business-traveler  cir- 
cuit: among  them,  the  classy  little  Casa  San 
Jose  in  Puerto  Rico,  the  Victorian-style 
Hotel  del  Coronado  within  minutes  of 
downtown  San  Diego,  Washington's 
Morrison-Clark  Inn  made  up  of  two  town- 
houses  and  known  for  its  superior  southern 
cuisine,  the  palatial  Biltmore  near  corporate 
offices  in  Coral  Gables  and  the  moorish- 
style  Pontchartrain  in  the  Garden  District  of 
New  Orleans.  To  become  members,  hotels 
must  be  at  least  50  years  old  —  a  few,  in 
fact,  like  the  John  Rutledge  House  Inn  in 
Charleston,  SC,  date  back  to  the  mid- 18th 
century.  In  the  historic  mix  are  branches  of 
national  chains,  such  as  the  Hyatt  Regency 
at  Union  Station,  while  others  like  The 
Greenbrier,  Homestead  and  Williamsburg 
Inn  are  independent  hotels  and  resorts. 
Most  room  rates  are  in  the  $75  to  $175 
range,  with  a  portion  of  payment  con- 
tributed to  the  National  Trust. 


If  you  want 
the  full  list 
of  members, 
write  Historic 
Hotels  of 
America,  1785 
Massachusetts 
Ave.,  N.  W., 
Washington, 
DC  20036 
for  a  directory 
($3) —  or  pick 
one  up  at  a 
member 
hotel  you 
may  already 
patronize. 


42  choices.  Not  counting  on  and  off 


Introducing  Club  WorldSMseu;d\  k  entertainment.  First-run  and  classic  films.  Sports. Cultural  and  current 
affairs.  Eight  channels.  Your  ow  n  I  : -definition  video  screen.  The  widest  range  of  programming  to  choose 
from.  Or  not.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


t  ritish  Airways 


The  worlds  favourite  airline 
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Baggage 


Boomlet 


arry-Ons  Are  On  A  Roll 

""^  or  security  and  convenience, 
j  carry-ons  are  still  the  bags  of 
choice  for  most  business  travelers. 
With  the  latest  aircraft  equipped 
ith  larger  overhead  bins,  take-it-with- 
m  luggage  makes  sense,  for  airlines  bent 
i  reducing  the  volume  of  checked  bag- 
ge  as  well  as  passengers  on  a  faster 
ick. 

What's  new  —  and  welcome,  consider- 

1  airport  designers'  continuing  devilish 
light  in  creating  long  walks  to  gates  — 
the  roll-along  bag.  Just  in  time,  it 

:ms,  the  luggage  industry  has  reinvented 
jg  wheel  and  put  it  on  carry-ons.  It's 

2  1990s'  answer  to  the  lower-back  pains 
at  lug-alongs  cause. 

-toll-alongs  first  began  showing  up  three 
ars  ago  with  the  introduction  of  the 
avelpro  Rollaboard,  a  suitcase  invented 
ex-Northwest  Airlines  captain  Robert 
ith.  Now,  with  airline  crews  waltzing 
"ough  terminals  with  Travelpros  or 
ockoffs  rolling  behind  them  as  adver- 
sments,  frequent  travelers  are  following 
I  —  and  rushing  to  buy  the  $  149  (list) 
$99  (private  label)  space-savers, 
that's  so  good  about  this  hard-sided 
xluct,  which  defies  the  trend  toward 


soft,  casual,  sporty  bags? 

In  a  box-like  bag  that  fits  under  your 
seat,  you  can  pack  a  four-day  supply  of 
clothes,  stuff  articles  in  all  sorts  of 
compartments  and  drag  the  skinny  bag 
down  a  narrow  aisle,  thanks  to  a 
retractable  handle  (which  doesn't  get  in 
the  way  when  you  want  to  store  the  bag). 
If  you're  off  to  a  trade  show,  you  can  use 
the  roll-along  as  a  sample  case  as  well  as 
suitcase. 

Besides,  the  whole  rig  looks  small  and 
convenient  —  a  psychological  plus  for  the 
frequent  packhorse  burdened  with 
portable  computers,  printers,  faxes,  cel- 
lular phones  and  beepers. What  women 
business  travelers,  in  particular,  don't 
want  to  fuss  with  —  say  luggage-indus- 
try specialists  —  are  the  extra  luggables 
like  garment  bags  and  luggage  caddies. 

Now,  along  with  TravelPro's 
Rollaboard,  you  can  choose  from 
Samsonite's  Rolling  Flight  Bag,  Tumi's 
Wheel-A-Way,  the  American  Flyer  Sky 
Cap,  Henry  Rosenfeld's  Moveasy  —  and 
more,  with  prices  for  the  swisher  ver- 
sions running  as  high  as  $375.  You  can 
buy  them  in  leather,  ballistic  (durable) 
Nylon  and  other  materials,  with  two  or 
four  wheels. 


Just  in  time, 

it  seems, 

the  luggage 

industry 

has  reinvented 

the  wheel 

and  put  it 

on  carry-ons. 

It's  the 

1990s' 

answer 

to  the 

lower 

back 

pains  that 
lug-alongs 
cause. 
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Flying  to  Vietnam 
On  Business 

Vietnam  may  be  the  "hottest 
emerging  market  in 
Southeast  Asia,"  particu- 
larly since  President 
Clinton  ended  the  U.S.  trade  embar- 
go, but  if  you're  counting  on 
American  airlines  getting  you  there, 
you  probably  will  have  to  wait  a  few 
months  —  or  longer. 

There's  more  red  tape  in  arranging 
reciprocal  air  services  than  there  are 
reds  in  Hanoi.  Continental, 
Northwest  and  United  are  among  the 
U.S.  carriers  that  have  filed  route 
applications,  with  Air  Vietnam  the 
designated  carrier  for  Vietnam.  For 
example,  United  has  an  aging  route 
certificate  to  Ho  Chi  Minh  City 
(formerly  Saigon)  that  it  acquired 
when  it  bought  Pan  Am's  Pacific 
routes  eight  years  ago,  but  the 
mega-carrier  has  to  stand  in  line  to 
win  full  approval  just  like  every 
other  U.S.  carrier. 

Should  you  delay  your  business  trip 
to  Ho  Chi  Minh  City  just  to  earn  a 
big  slug  of  frequent-flier  miles? 
Vietnam  is,  after  all,  a  long  haul 


halfway  round  the  world.  So,  if 
you're  in  no  rush  to  tap  into  the 
Vietnamese  market,  postpone  your 
visit  until  your  favorite  carrier  is  pro- 
viding service.  In  any  case,  with  the 
right  connections  you  can  easily  get 
to  Vietnam  now  on  various  foreign 
carriers.   (Some  have  frequent-flier 
tie-ins  with  U.S.  carriers.)   Service  is 
generally  first-rate,  even  outstand- 


Vietnam,  long  closed  to  Western 
(fP^  commerce,  is  now  "the  hottest  emergin 
market  in  Southeast  Asia". 
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One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
lxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
ad  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
earable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

We're  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 


Schedules  change. 


Meetings  change. 


03:  NEU  CONTACT: 
yOU'R£  PRESENTING 
JEAN  HUGHES. 


StyWord* 


/  c'(  >p/e  change. 


But  when  it  comes  to  keeping  you  informed 
of  what  's  happening  as  it  happens 


^rW.rti'i,rtU,ji«.rii-rriiir\|-Nilrt1--fiiiV  -  Y-tti 

85:  HEARD  IT  ALL  DENT 
GREAT. 

CONGRATULATIONS. 


Jome  thing's  never  change. 


NOW  try SkyTel§ bee  IOr 30 myS.  Call 1-800395-  0859.  With  SkyTel's  satellite-messaging  system,  yos 
can  stay  on  top  o\  late-breaking  news  as  it  happens.  In  thousands  of  cities  and  towns 
across  America.  Because  SkyTel  is  more  than  paging.  It?  information  in  an  instant. 

Available  only  (or  new  subscribers  of  Slcylil  wlw  satisfy  applicable  qualifications.  Some  restrictions  apply.  C  1994  SkyTel 
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ing  on  some  airlines. 

In  planning  your  trip,  note  that 
there  are  a  lot  more  flights  to  Saigon 
(as  most  Americans  choose  to  call 
Ho  Chi  Minh  City)  than  to  Hanoi. 
The  round-trip  airfare  from  the  West 
Coast  in  business  class  is  less  than 
$3,000. 

Here  are  some  of  the  better  deals  on 
foreign  airlines. 

Going  West:  Cathay  Pacific 

(800/233-2742),  based  in  Hong 
Kong  and  rated  one  of  the  world's 
best-run  airlines,  has  seven  Airbus 
300  flights  weekly  from  Hong  Kong 
to  Saigon  and  five  to  Hanoi  jointly 
with  Air  Vietnam.  The  round-trip 
fare  is  $587  economy  class  and 
$675  business  class. 

And  you  can  take  advantage  of 
your  stopover  in  Hong  Kong  to  do 
business  in  the  crown  colony. 

Going  East:  From  the  East  Coast  it's  a 
toss-up  —  in  travel  time  —  whether  to 
fly  west  or  east  to  Vietnam.  But  if  you 
do  go  the  eastward  route,  you  can  stop 
off  at  your  company's  offices  or  meet 
up  with  customers  in  Europe. 

Just  in  the  past  year,  European  air- 
lines have  awakened  to  the  fast-grow- 
ing Vietnam  market  and,  uninhibited 
by  any  U.S. -type  diplomatic  problems, 
have  launched  services  to  Saigon.  You 
can  fly  KLM  (800/374-7747)  via 
Amsterdam,  Air  France  (800/237- 
2747)  through  Paris,  Lufthansa 
(800/645-3880)  by  way  of  Frankfurt 
and  Finnair  (800/950-5000)  via 
Helsinki  and  Singapore  —  with  a 
stopover  in  Moscow  easily  arranged. 

Another  option  —  this  time  a  Pac 
Rim  carrier  —  is  top-rated  Singapore 
Airlines  (800/742-3333),  which  has 
been  pioneering  travel  to  Southeast 
Asia  via  Europe  for  the  past  year.  The 
airline  has  round-trip  flights  out  of 
New  York  to  Amsterdam  and  on  to 


Singapore  (with  a  connection  to 
Saigon)  for  $1,680  economy  and  $3,960 
business  class. 

Like  other  American  companies, 
U.S.  airlines  expects  to  cash  in  on 
the  Vietnamese  market,  carting 
business  travelers,  tourists  and 
Vietnamese  back  and  forth. 
Northwest,  for  instance,  filed  on 
February  4  for  four  flights  a  week 
on  747s  from  Detroit  through 
Tokyo's  Narita  to  Ho  Chi  Minh 
City. 

"We  expect  to  do  well,"  says  Doug 
Killian,  director  of  international  com- 
munications, citing  Northwest's  experi- 
ence during  the  Vietnam  War  and  two 
charters  out  of  Vietnam  it  handled  in 
1991  and  1992.  "For  some  of  the 
Vietnamese  it  will  be  their  first  sight  of 
a  jumbo  jet  and  indoor  toilets.  We 
even  have  a  video  we've  made  to  show 
them  what  our  planes  are  all  about." 

Says  Joe  Hopkins,  United's  chief 
spokesman,  "We  got  a  letter  from  a 
woman  who  had  been  a  cabin  attendant 
on  the  last  Pan  Am  flight  out  of  Saigon. 
She  wants  to  be  on  our  first  flight  back 
in.  I  don't  know  whether  she's  still  a 
flight  attendant,  but  we'll  give  it  our 
best  shot  and  try  to  arrange  it". 

Along  with  the  war  stories,  at  least 
one  thing  is  certain  in  peacetime 
Saigon:  you'll  be  able  to  use  your 
American  Express  card  in  hotels, 
restaurants  and  shops.  The  company 
breasted  the  tape  ahead  of  Visa  and 
Mastercard  and  signed  an  agreement 
with  Vietcombank  in  early  February 
that  will  "facilitate  the  acceptance  of 
the  American  Express  card".  Don't 
leave  your  home  without  it.  * 


This  text  was  written  by 
Paul  Burnham  Finney 
of  F 'inly n  Communications,  Inc. 
Mr.  Finney  is  a  well-known  journal- 
ist with  expertise  in  worldwide 
business  travel. 
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We  offer  a  number 
of  business  degrees. 

United  Airlines  and  United  Express® can  take  you  wherever 
your  business  does.  From  the  U.S.,  we  offer  convenient  schedules 
to  15  cities  in  Latin  America  and  the  Caribbean.  And  when  travel- 
ing to  the  states,  we  can  connect  you  to  over  270  destinations 
through  our  eight  U.S.  gateway  cities. 

With  our  world-renowned  service,  you'll  travel  throughout 
the  Americas  in  an  elevated  degree  of  comfort.  And,  whenever  you 
fly  United,  you'll  earn  your  way  toward  free  travel  as  a  member  of 
our  Mileage  Plus®  frequent  flyer  program. 

Come  fly  the  airline  that's  uniting  the  world.  Come  fly  the 
friendly  skies. 


fffj  United  Airlines 


Sports  Business 
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(EATING  SWORDS  INTO 
-GOLF  CLUBS? 


>ace-age  military  materials  find  new  uses  on  the  playing  fields 


lenn  Martin  was  facing  his  own 
■■missile  crisis.  The  manager  of 
Kaiser  Aerospace  &  Electronics 
rp.'s  rocket-parts  plant  in  Pueblo, 
lo.,  watched  as  demand  dwindled  for 
Delta  and  Titan  rocket-motor  nozzles 
team  made.  "The  defense  market 
rted  to  become  so  small,  and 
particular  programs  were  fac- 
extinction,"  says  Martin.  "We 
to  find  a  way  to  survive." 
Employees  chimed  in  with  sug- 
itions,  many  of  which  went 
vhere.  Then,  some  cycling  en- 
siasts  at  Kaiser  developed  a 
e  frame  made  from  a  thermo- 
stic  reinforced  with  carbon  fiber, 
irototype  went  on  display  at  the 
erbike  show,   the  industry's 
?est,  last  summer.  Now,  says  a 
'P.v  Martin:  "We  are  working 
d  to  put  it  into  production"  for 
eral  bikemakers. 
'PES  to  links.  Everyone  has 
rd  how  Teflon  migrated  from 
space  program  to  the  kitchen, 
new  materials  from  fiberglass 
japhite  have  long  had  big  nich- 
n  the  world  of  sports.  But  con- 
dons  of  military  and  aerospace 
i ducts  have  been  rare.  Now,  a 
e  array  of  new  composite  mate- 
s—tougher graphites,  carbon 
rs,  and  boron  filaments  among 
n— are  popping  up  on  all  kinds 
laying  fields.  The  properties  for 
:h  boron  is  prized  by  makers 
-15  tail  fins— strength,  lightness, 
flexibility— are  in  demand  by 
kend  golfers,  tennis  players,  and 
mtain  bikers.  Composites  are 
ing  their  way  into  ski  poles, 
tey  sticks,  and  yacht  masts, 
owhere  are  they  hotter  than 
olf  gear.  Sales  at  Aldila  Inc., 
San  Diego  maker  of  graphite 
club  shafts  used  by  top  club- 
bers such  as  Callaway  Golf  Co.,  shot 
31%   last  year,   to   $63  million, 
ohite  shafts  were  used  in  45%  of  all 
woods  made  in  1993,  says  Aldila,  up 
i  21%  the  year  before.  "It  wasn't  re- 
until  the  mid-1980s  that  graphite 
ts  caught  on,"  says  Kim  D.  Carpen- 


ter, a  former  golf  pro  who  is  Aldila's 
marketing  vice-president.  "It  has  grown 
dramatically  since  then.  Now,  every- 
body's replacing  their  clubs." 

Advanced  materials  such  as  boron 
and  carbon  fiber  offer  flexibility  in  ad- 
dition to  lightness  and  strength.  Ad- 


BOBBY  RAHAL'S  INDY  CAR  IS  MADE  FROM  COMPOSITES 

AN  EXPLOSION  OF  NEWFANGLED  GEAR 

The  world  of  sports  is  getting  a  share  of  the 
"peace  dividend"  in  a  barrage  of  new  equipment 
made  from  space-age  materials. 

AUTO  RACING  Indy  driver  Bobby  Rahal's  design- 
ers have  built  an  entire  Indy  car  body  out  of  car- 
bon-fiber composites  and  are  working  on  an 
advanced  wing  that  uses  boron  as  a  reinforcer. 

FISHING  Fenwick  is  now  using  three  different 
graphite  composites  to  make  fly  rods.  The  compa- 
ny is  researching  such  exotic  composites  as  silicon 
carbide  and  ceramic-metal  matrixes. 

GOLf  Aldila  uses  graphite  fibers  with  an  epoxy 
resin  matrix  for  its  high-end  golf-club  shafts.  It 
also  makes  shafts  using  boron. 

CYCLING  EDO  Sports,  a  division  of  defense  con- 
tractor EDO  Corp.,  makes  bicycle  spokes  out  of  a 
graphite  and  resin  matrix.  Testing  of  a  composite 
crankshaft  prototype  will  begin  later  this  year. 

DATA:  BUSINESS  WEEK 


vances  in  manufacturing  technology  now 
allow  designers  to  tailor  equipment  to 
specific  needs.  Women  and  older  golfers 
can  buy  graphite  shafts  with  greater 
torsion,  or  flex,  than  the  pros  need,  for 
example.  And  whether  their  handicaps 
drop  or  not,  they  may  feel  their  game  is 


improved.  Moreover,  composites  can  be 
made  in  a  gaudy  palette  of  colors  and 
patterns,  so  now  golf  shafts  can  look  as 
flashy  as  Payne  Stewart's  socks. 

In  the  post-cold-war  era,  even  such 
major  military  contractors  as  Textron 
Inc.  are  fixing  their  sights  on  the  $12  bil- 
lion sporting  goods  industry.  "We've  un- 
dergone a  metamorphosis  the  last  five 
years,"  says  Michael  Dorf,  director  of 
boron  products  at  Textron.  The  Provi- 
dence-based company's  $100  million  Spe- 
cialty Materials  Div.  formerly  counted 
on  the  Pentagon  for  75%  of  its  work. 
Now,  it  relies  on  commercial  customers, 
including  sports-gear  manufacturers,  for 
the  bulk  of  its  business.  While  it's  only  a 
drop  in  the  bucket  of  the  $8  billion  con- 
glomerate's total  revenues,  sales  at  Tex- 
tron's  sports  unit  grew  40%  in 
1993,  to  about  $20  million. 
BIG  GAINS.  For  years,  the  cost  of 
composites  was  prohibitive.  But 
with  depressed  military  demand 
and  overcapacity,  costs  have  fall- 
en to  the  point  where  they're  com- 
petitive. "We  used  to  buy  graphite 
in  the  $24-  to  $27-a-pound  range," 
says  Vic  Cutter,  marketing  director 
for  Fenwick,  which  makes  graphite 
and  boron  fly-fishing  gear.  "Now, 
it's  half  that."  A  rod  that  sold  in 
the  mid-1970s  for  $150  fetches  $59 
today. 

Falling  prices  have  led  equip- 
ment makers  to  branch  out.  EDO 
Sports,  a  two-year-old  division  of 
EDO  Corp.,  a  specialist  in  sonar  de- 
vices, last  year  introduced  a  set  of 
bicycle  spokes  made  of  carbon- 
based  composites.  The  spokes, 
which  sell  for  about  $125  a  set,  can 
reduce  the  weight  of  a  high-per- 
formance bike  by  about  half  a 
pound— a  significant  factor  for  se- 
rious racing. 

Materials  research  continues  to 
drive  new  applications.  Clay  Fil- 
son,  program  manager  for  the  Ra- 
hal/Hogan  racing  team,  will  use  a 
composite  of  boron  and  graphite 
fibers  in  a  new  "wing"  for  driver 
Bobby  Rahal's  1994  Indianapolis 
car.  "By  using  one  layer  in  place  of 
two  layers  of  carbon  fiber,  we  can 
get  very  substantial  gains,"  says 
Filson. 

Such  fine-tuning  is  well  beyond 
the  needs  of  the  weekend  duffer, 
dirt  biker,  or  angler.  But  as  more  re- 
search and  energy  go  into  using  com- 
posites to  make  better  sports  gear  in- 
stead of  bigger  bombs,  amateur  athletes 
should  reap  a  growing  peace  dividend- 
even  if  they  don't  win  more  trophies. 

By  Tim  Smart  in  New  Haven 
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CAN  NIKE 
JUST  DO  IT? 

CEO  PHIL  KNIGHT  HAS  A  RACE  TO  RUN 


1968 
TIGER  CORTEZ 


Philip  H.  Knight 
doesn't  go  in  much 
for  meetings.  So 
it's  something  of 
surprise  that 
the  chairman  and 
founder  of  Nike  Inc. 
would  be  standing 
at  the  back  of  this  one.  It's  8:30  a.m., 
and  Nike's  president-elect,  Thomas  E. 
Clarke,  is  addressing  about  60  middle 
managers  on  the  value  of  "a  collabora- 
tive management  style."  To  go  forward, 
Clarke  says,  Nike  has  to  do  a  better 
job  of  "stressing  lines  of  communication" 
and  "facilitating  decision-making."  "Col- 
laboration is  in  our  genes,"  he  concludes. 
"But  the  days  when  a  few  decision-mak- 
ers can  get  together  in  the  hall  are 
over." 

Knight  listens  patiently  until  Clarke 
calls  his  "surprise"  guest  to  the  stage. 
Looking  tousled  in  a  double-breasted 
suit  and  shabby  loafers,  the  chairman 
amities  down  the  aisle  and  squints  his 
pale  eyes  in  the  track  lighting.  "The 
other  day."  he  begins,  "Shawn  Eckardt 
walked  into  a  bar  with  a  frog 
on  his  head.  The  bartender 
says,  'What's  that?'  and 
the  frog  says,  'I  don't 
know.  It  started  out  as  a 
wart  on  my  butt.' " 
FEISTY  AND  COOL.  There's 
more  than  one  way  to  stress 
lines  of  communication.  And 
for  Phil  Knight,  a  joke  has 
worked  about  as  well  as  any- 
thing else  over  the  years.  Shawn  Eckardt 
is  Olympic  figure-skater  Tonya  Harding's 
former  bodyguard,  the  one  who  allegedly 
arranged  the  attack  on  rival  Nancy  Ker- 
rigan. The  joke  behind  the  joke  is  that 
Knight  gave  Harding  $25,000  to  defend 
herself  before  the  U.  S.  Olympic  Com- 
mittee. The  move  was  pure  Nike— con- 
troversial, iconoclastic,  filled  with  the 
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spirit  of  such  renegade  Nike  athletes  as 
Steve  Prefontaine,  John  McEnroe,  and 
Charles  Barkley.  Knight's  message  to  his 
managers:  We've  had  to  grow  up  to  suc- 
ceed, but  let's  not  lose  our  sense  of  hu- 
mor—or our  rebel  culture. 

Knight  is  one  of  a  small  class  of  U.  S. 
CEOs  who  can  motivate  his  employees 
merely  by  appearing  in  front  of  them. 
His  legend  is  such  that  his  smallest  ges- 
ture can  recall  entire  chunks  of  Nike's 
colorful  history.  Knight  built  Nike  from 
scratch  and  beat  giant  Adidas  at  its  own 
game.  He  did  it  by  loving  sports  first 
and  throwing  business  convention  to  the 
wind.  Knight  still  wears  wraparound 
Oakley  shades  and  doesn't  shy  from  an 
off-color  joke.  He's  feisty  and  cool,  and 
his  employees  want  nothing  more  than 
to  be  a  part  of  his  myth. 

For  all  that,  however,  Knight  is  first 
and  foremost  a  savvy  businessman.  He 
knows  full  well  that  over  the  past  year, 
Nike  has  hit  the  wall  in  its  marathon  ef- 
fort to  outrun  the  competition.  After  six 
years  of  breakneck  growth,  the  company 
has  emerged  as  the  most  powerful  force 
in  the  world  of  sports.  But 
annual  sales  have  stalled 
at  nearly  $4  billion,  and 
Knight  is  searching  for  a 
road  off  the  plateau. 

True,  one  out  of  every 
three  pairs  of  sneakers 
sold  in  the  U.  S.  still  bears 
Nike's  trademark  swoosh  (in- 
cluding nearly  60%  of  all 
basketball  shoes).  But  ana- 
lysts are  projecting  that  Nike's  revenues 
will  fall  6%  in  the  fiscal  year  ending 
May  31,  to  about  $3.7  billion,  while  prof- 
its plunge  an  estimated  22%,  to  $283 
million.  Sales  in  its  biggest  division- 
basketball— have  dropped  off  precipi- 
tously. And  the  economies  of  Europe 
and  Japan,  key  growth  markets  for 
Nike,  have  tanked  (charts,  page  88). 


The  heart  of  the  problem  is  t 
many  of  the  teenagers  and  twen 
somethings  who  have  driven  Nike's 
credible  growth  over  the  past  few  ye 
have  turned  away  from  sneakers 
droves.  Jaded  by  shoe  ads  featur 
overmarketed  athletes,  they're  look  stGi 
for  something  fresh  and  less  eomrc 
cial— mostly  rugged  boots.  That 
helped  drive  Nike's  stock  price  do 
41%  from  its  peak  of  00  in  N>veml '< 
1992.  Knight's  35%  stake,  valued  at  t 
billion  then,  is  worth  $1.3  billion  tod 

Most  analysts  think  Nike  has  toucl 
bottom,  and  the  consensus  estimate 
that  earnings  will  jump  12%  next  y( 
to  about  $316  million.  While  that  wo 
still  trail  profits  from  fiscal  1992,  th: 
quarter  results,  released  Mar.  15,  c 
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id  the  inkling  of  good  news  Wall 
et  was  looking  for.  Nike  showed  a 
1  upturn  in  future  orders  for  the 
tner  months.  New  models— includ- 
i  restyled  set  of  basketball  shoes— 
1  to  be  catching  on  with  retailers. 
ngaging."  But  Nike's  56-year-old 
"man  is  still  concerned.  Knight 
fs  the  mature  U.  S.  market  will  no 
?r  provide  the  kind  of  growth  he  is 

to.  So  over  the  past  year,  he  has 
t  most  of  his  time  pondering  two 
js:  How  can  he  jump-start  Nike's 

entum  at  home  and  abroad,  and 
can  he  do  it  without  losing  the  cre- 
,  entrepreneurial  zeal  that  has  been 
ssential  to  the  company's  success? 
•nigmatic,  private  man,  Knight  has 

known  to  retreat  from  Nike's  day- 


to-day  activities  for  months  at  a  stretch, 
only  to  reappear  when  the  company  is 
drifting.  That  being  the  case  today, 
"Knight  is  reengaging,"  says  Chris  Van 
Dyke,  head  of  Nike's  Outdoor  Div. 

In  mid-February,  the  chairman  called 
together  his  top  31  managers— including 
8  from  overseas— at  an  Oregon  coast  re- 
treat. There,  he  announced  that  in  June, 
Clarke,  42,  would  take  over  for  Nike's 
66-year-old  president,  Richard  K.  Don- 
ahue. The  move,  applauded  widely  with- 
in the  company,  is  an  endorsement  of 
Clarke's  ability  to  draw  good  ideas  from 
the  organization  by  stressing  those  lines 
of  communication.  And  it  set  the  stage 
for  the  retreat's  real  business:  a  new 
set  of  strategies  that  will  require  all  the 
collaboration  Nike  can  muster. 


To  battle  saturation  in  the  U.  S.,  Nike 
has  rejiggered  its  "air"  technology  to 
present  a  new  line  of  running,  basket- 
ball, and  cross-training  shoes.  And  it  is 
pushing  mightily  to  expand  Van  Dyke's 
$200  million  Outdoor  Div.  Selling  hik- 
ing boots  and  other  rugged  footwear, 
Outdoor  competes  with  Timberland  Co. 
and  other  upstarts  in  the  industry's  only 
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hot-growth  category.  Having  doubled 
the  number  of  products  it  offers,  the 
unit  is  posting  double-digit  growth,  and 
Knight  is  confident  that  by  1996  it  will 
be  Nike's  top  division,  with  $500  mil- 
lion in  sales. 

NEW  SHOES.  But  to  get  there,  the  com- 
pany will  have  to  revamp  the  way  it 
sells  shoes.  The  yuppies  and  Generation 
Xers  the  Outdoor  Div.  is  targeting  are 
too  skeptical  to  respond  well  to  Nike's 
athlete  endorsements  and  TV  ads,  so  it  is 
rolling  out  the  biggest  print  campaign  in 
its  history  to  lure  them  in.  Indeed,  Nike 
has  adjusted  its  advertising  generally 
this  spring  to  battle  public  cynicism. 
Sure,  when  retired  basketball  star 
Michael  Jordan  turned  up  in  a  Chicago 
White  Sox  uniform  on  Major  League 
Baseball's  spring-training  circuit,  Nike 
turned  it  into  a  traveling  merchandise 
show— much  to  the  chagrin  of  baseball 
purists.  But  TV  dollars  are  being  spent 
on  moody  ads  featuring  Jordan  and 
track  star  Jackie  Joyner-Kersee  talking 
directly  to  kids  and  adults  about  the 
value  of  supporting  and  participating  in 
youth  sports  programs. 

At  the  center  of  Knight's  strategy, 
though,  is  Nike's  international  push.  And 
that  will  be  the  most  difficult  element. 
"There's  a  pretty  strong  recognition  that 
we'll  be  bigger  in  a  couple  of  years  out- 
side the  U.  S.  than  inside,"  Knight  says. 
The  problem  is,  while  international  sales 
currently  make  up  one-third  of  Nike's 
total,  the  business  is  a  pale  imitation  of 
Nike's  U.  S.  machine. 

The  company  has  yet  to  build  a  big 
market  in  soccer  and  many  other  inter- 
national sports.  And  Knight  worries  that 
overseas,  the  brand  itself  is  losing  its  im- 
age as  an  authentic,  technically  superior 
sports  shoe.  That's  the  result  of  unfo- 
cused marketing  and  loose  distribution. 
Foreign  retailers,  meantime,  complain 
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loudly  that  Xike  is  high-handed  in  forc- 
ing them  to  order  shoes  long  in  advance, 
the  way  retailers  do  in  the  U.  S. 

To  right  matters.  Xike  has  bought 
out  many  of  its  distribution  operations 
worldwide,  aiming  for  greater  control. 
Knight  has  focused  his  team  on  building 
business  in  the  key  markets  of  China. 
Germany.  Mexico,  and  Japan.  There. 
Xike  will  work  hard  to  convince  re- 
tailers that  ordering  in  advance  isn't 
so  painful.  Advertising  efforts  will 
be  more  tightly  focused  on  sports, 
and  Xike  will  launch  such  market- 
specific  sneakers  as  badminton 
shoes  for  Asia  and  handball  shoes 
for  Scandinavia. 

rowdy  runners.  The  real  chal- 
lenge, however,  will  be  the  ardu- 
ous process  of  finding  the  right 
managers  and  indoctrinating  them 
in  the  ways  Xike  does  business.  In 
the  U.  S..  Knight  trusts  his  man- 
agers to  "just  do  it"  because  he 
knows  they  understand  intuitively 
what  the  Xike  brand  stands  for: 
sports,  performance,  and  the  free- 
flowing  spirit  of  the  athlete.  It's  all 
part  of  the  rich  corporate  culture 
that  the  legendary  chairman  has 
come  to  represent.  Xow.  Knight  wants 
to  trust  a  group  of  foreign  managers  to 
act  creatively  in  their  home  markets 
without  diluting  the  brand's  integrity. 
The  question  is.  will  Xike's  culture 
translate? 

The  reason  Knight  is  so  intent  on  ex- 
porting his  culture  along  with  his  shoes 
is  simple:  Around  Xike's  corporate  cam- 
pus in  Beaverton.  Ore.,  the  relentless 
spotlight  on  sports  and  performance  re- 
sults in  the  design  of  shoes  athletes  re- 
ally wear.  That's  what  drives  people  to 
buy  its  sneakers,  even  though  it  may 
be  true  that  70%  of  all  athletic  shoes 
sold— Xikes  included— never  see  the  in- 
side of  a  gym.  "They  have  tremendous 
focus  and  consistency."  says  Angel  Mar- 
tinez. Reebok  International  Ltd.'s  exec- 
utive vice-president  for  global  marketing. 


"That  discipline  is  very  important." 

Ironically,  the  discipline  sprang  from 
utter  chaos.  Xike  was  launched  as  Blue 
Ribbon  Sports— a  company  modeled  after 
a  paper  Knight  wrote  at  Stanford  Uni- 
versity's Graduate  School  of  Business. 
It  was  a  rowdy  collection  of  former  run- 
ners and  sports  fanatics  who  had  one 
goal  in  mind:  unseating  market  leader 
Adidas  by  fitting  as  many  athletes  as  it 
could  with  Tigers— high-quality,  low- 
priced  track  shoes  made  in  Japan. 

Knight's  own  passion  for  sports  was 
honed  as  a  journeyman  middle-distance 
runner  for  the  University  of  Oregon's 
track  team.  His  business  sense  came 
from  five  years  spent  as  a  Price  \\  ater- 
house  accountant  in  Portland.  Oregon's 
legendary  track  coach.  Bill  Bowerman. 
who  custom-made  shoes  for  his  star  ath- 


letes, taught  Knight  that  a  track  tea 
a  group  of  individuals,  each  one  tr 
endlessly  to  improve  his  or  her 
time.  While  the  runner's  credo 
"There  is  no  finish  line."  Price  Wi 
house  gave  Knight  another  mess 
There  is  a  bottom  line. 
booze  and  sports.  Xike's  history 
dialogue  between  the  two.  an  effoi 
balance  a  team  of  indhidualists  with 
constraints  of  business.  Blue  Ribbor 
came  Xike  in  1972  so  it  could  desig 
own  branded  shoes  for  productio 
Asia.  When  it  caught  hold  of  the  jog 
boom  and  sales  rocketed,  "just  doin 
became  a  way  of  life.  Jeff  Johnson, 
Ribbon's  first  employee,  still  marve 
the  things  Knight  threw  at  his 
agers.  When  a  young  Oregon  nn 
named  Jim  Gorman  was  sent  to  r 
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production  in  a  Korean  factory, 
ght's  only  instructions  were:  "Don't 
■  up."  Johnson  was  sent  to  New 
ipshire  to  start  a  research  plant  with 

same  mandate.  "It  was  just  such 
rmous  trust,"  Johnson  says.  "I 
Idn't  betray  that  until  I  drew  my 

breath." 

t  was  like  working  at  a  fraternity, 
i  Tom  Carmody,  a  longtime  Nike  ex- 
ive  who  now  heads  Reebok's  sports- 
keting  unit.  The  group  members 
lk  plenty,  talked  sports  constantly, 
fancied  themselves  brash  and  icon- 
stic.  Every  six  months,  Knight's 
n  would  gather  for  a  strategy 
test  that  became  known  as  the 
;tface"  meeting.  Knight  quietly  en- 
aged  confrontation— he  egged  it  on. 
he  allowed  himself  to  be  yelled 
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at    as    loudly    as    anybody  else. 

Management  was  random,  but  the 
compulsion  with  toppling  Adidas  gave 
the  team  focus.  "We  knew  instinctively 
what  was  a  Nike  thing  to  do  and  what 
wasn't  a  Nike  thing  to  do,"  says  Car- 
mody. And  since  Adidas  was  the  Estab- 
lishment, that  usually  centered  around 
endorsing  anti-Establishment  athletes: 
Steve  Prefontaine— the  James  Dean  of 
the  track  world— thumbed  his  nose  at 
the  Amateur  Athletic  Union;  Hie  "Nasty" 
Nastase  was  the  terror  of  the 
tennis  world. 

Nike  eventually  ran  past 
Adidas  in  the  U.  S.,  but 
when  Reebok  emerged  in 
the  early  1980s  as  a  prime 
competitor,  Nike's  male-cen- 
tered culture  proved  short- 
sighted. Nike  just  couldn't  see 
the  value  in  the  soft-leather  aer- 
obics shoes  that  so  appealed  to  women. 
Reebok  passed  Nike  as  the  industry  lead 
in  1986,  and  Knight  got  religion:  He 
sought  to  add  management  discipline  to 
buttress  the  company's  brand  focus. 

In  1987,  he  set  about  reinventing  the 
company.  He  speeded  up  the  product- 
development  process  by  splitting  the 
monolithic  Footwear  Div.  into  smaller 
units  based  on  individual  sports.  And 
he  linked  it  through  a  team  system  to 
production,  sales,  and  advertising.  The 
result  was  a  unified  approach  to  devel- 
oping shoes  and  creating  powerful,  me- 
dia-driven images  for  them  through  ad- 
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vertising.  The  original  Nike  ethos  of 
pure,  brash  performance  was  captured 
in  the  soaring  figure  of  Jordan,  the 
world's  greatest  basketball  player. 
profit  push.  As  important  as  Nike's 
image-building  prowess,  however,  was 
the  company's  often-overlooked  inven- 
tory-control system.  Called  "Futures,"  it 
is  at  the  core  of  Nike's  consistent  prof- 
itability. Nike  forces  retailers  to  order 
up  to  80%  of  their  purchases  six  to  eight 
months  in  advance  in  return  for  guar- 
anteed delivery  times  and  a  discount  of 
up  to  10%.  The  result:  Nike  knows  ex- 
actly what  its  orders  are  early  enough 
to  plan  production  accordingly.  That 
avoids  excess  inventory  and  assures  bet- 
ter prices  from  its  Asian  plants. 

Retailers  hate  it  because  if  they  guess 
wrong  about  the  market,  they  get  stuck 
with  the  shoes.  But  Nike's  market  pull 
lets  it  call  the  shots.  While  its  rivals  do 
the  same  thing,  Nike  is  a  mile  ahead 
when  it  comes  to  delivering  on  its  end  of 
the  deal.  Says  Reebok's  Carmody:  "They 
have  a  much  stronger  logistical  system 
than  ours." 

For  Knight,  however,  the  con- 
stant challenge  is  trying  to  keep 
Nike  from  becoming  what 
^  the  chairman  despises 
most— an  Establishment 
figure.  The  African-Ameri- 
can community  has  assailed  the 
company  for  its  hiring  prac- 
tices. Labor  groups  claim  it  ex- 
ploits Asian  workers.  In  the  market- 
place, Nike  is  often  viewed  as  a 
monolith— its  wide-ranging  sponsorships 
lead  to  frequent  charges  that  it  is  abet- 
ting the  rampant  commercialization  of 
sports. 

Nike  has  beefed  up  its  affirmative-ac- 
tion policies  and  claims  it  has  little  con- 
trol over  its  Asian  subcontractors.  As 
for  the  commercialization  of  sports. 
Knight's  view  has  always  been  that  ath- 
letes at  any  level  should  be  able  to  share 
in  the  moneymaking  opportunities  team 
owners  and  athletic  organizations  enjoy. 

What  Knight  worries  about  is  keeping 
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Nike  entrepreneurial  and  in  touch  with 
the  prevalent  tastes  of  its  markets. 
These  days,  his  most  delicate  task  is 
lighting  off  a  sense  of  creeping  bureau- 
cracy at  home  while  figuring  out  how  to 
teach  employees  abroad  enough  of  Nike's 
culture  so  they  can  be  trusted  to  work 
on  their  own. 

"Too  many  layers."  Insiders  speculate 
that's  part  of  the  reason  he  made  a 
change  at  the  top.  Many  complain  that 
Donahue's  four-year  reign  served  to  add 
management  procedures  that  were  be- 
ginning to  stifle  creativity  and  reaction 
time.  Says  one  departed  middle  manag- 
er: "In  terms  of  getting  your  ideas 
heard,  there  were  too  many  layers." 
Clarke,  by  contrast,  involves  middle 
managers  in  most  important  decisions 
from  the  beginning.  A  PhD  in  biome- 
chanics and  a  sub-three-hour  marathoner, 
he  has  a  deep  feel  for  Nike's  products 
and  culture.  And  in  his  own  professorial 
way,  "he's  a  master  consensus  builder," 
says  Helen  Rockey,  who  left  Nike  this 
winter  to  run  Brooks  Sports  Inc. 

Fresh  ideas— the  kind  that  have  been 
Nike's  hallmark  in  the  past— will  be  es- 
sential as  the  company  wrestles  with 
its  future.  In  a  saturated  U.  S.  market, 
growth  will  come  to  those  who  inno- 
vate. Joey  Delovino,  a  12th-grader  at 
Ingraham  High  in  Seattle  sums  up  a 
certain  cynicism  with  the  status  quo 
when  he  says:  "More  people  are  looking 


ON  TRACK 

TOM  CLARKE  WAS 
A  POPULAR  CHOICE 
TO  SUCCEED  NIKE 
PRESIDENT  DONAHUE 

for  better  buys  and 
cheaper  prices.  Nike 
needs  to  stop  pay- 
ing for  expensive 
commercials  and 
start  paying  atten- 
tion to  their  buyers' 
needs."  The  Outdoor 
Div.  shows  Nike  can 
still  respond  quick- 
ly. But  with  compa- 
nies such  as 
Reebok,  Converse, 
Adidas,  and  Fila  hot 
on  its  heels,  the 
U.  S.  will  remain 
slow  going. 

That's  why 
Knight's  dream  of 
teaching  a  world  hill 
of  non-American 
managers  how  Nike 
sells  its  sneakers  is 
so  important.  So  far, 
Nike  has  built  a  cus- 
tomer base  overseas  on  love  of  things 
American.  But  he  admits:  "We've  moved 
away  from  our  real  heritage  and  more 
toward  fashion."  The  Nike  system— from 
Futures  to  advertising— is  losing  some- 
thing in  the  translation. 

A  big  step  toward  fixing  that  has 
been  the  program— led  by  Donahue— of 
buying  up  Nike's  distributorships  world- 
wide so  that  the  company  could  exercise 
more  control.  But  in  Knight's  mind,  con- 
trol can't  mean  dictatorship.  Nike  has 
to  both  let  ideas  bubble  up  from  its  for- 
eign markets  and  implement  strategies 
based  on  those  ideas  in  a 
way  that  preserves  th 
brand. 

Nike's  experience  in 
Japan  provides  a  good 
example  of  how  difficult 
the  process  is.  A  year 
ago,  Knight  knew  the 
Japanese  affiliate  was 
selling  a  lot  of  shoes.  But 
it  wasn't  building  sports  and 
performance  into  the  brand 
image.  So  Nike  bought  the 
unit  and  started  fresh.  To  head  the  op- 
eration, Knight  picked  an  outsider 
named  Yukihiro  Akimoto,  who  had  built 
up  Kentucky  Fried  Chicken's  Japanese 
business. 

A  smoker  whose  idea  of  athletics  was 
such  mild  recreation  as  golf,  Akimoto 
was  brought  to  Beaverton  for  a  four- 
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month  immersion  class  in  Nike  cultu 
and  operations.  He  threw  away  h 
cigarettes  and  started  running.  Whi 
he  returned  to  Tokyo  in  December, 
banned  smoking  at  Nike  Japan  Corp. 
big  deal  in  the  heavy-puffing  countrj 
and  pushed  Nike's  Japanese  employe 
to  train  for  this  year's  Hawaii  marathc 
Nike's  improved  communication  with  i 
affiliate  paid  some  early  dividends: 
led   to   the   creation   of   a  specj 
lightweight  running  shoe  designed  spe 
ically  for  Asian  feet. 

But  in  many  important  respects, 
moto  just  didn't  get  it  when  it  came  ] 
the  Nike  brand.  As  he  was  preparij 
to  leave  for  Tokyo,  Knight  says,  he 
gan  presenting  Nike  executives  wl 
possible  Japanese  translations  for  "Ji 
Do  It."  The  Nike  people  were  horrifii 
"We  said,  'No!  Don't  translate  it| 
Knight  recalls.  "  'We're  not  hiding 
fact  we're  an  American  brand.' " 
GLOBAL  GOALS.  Akimoto  admits  he 
plenty  to  do.  His  biggest  challenge 
be  instituting  Futures,  which  is  a  wl 
ly  foreign  concept  among  Japanese 
tailers.  If  Europe  is  any  guide,  it  woj 
be  an  easy  sell.  Knight  insists  that 
Futures  system  must  be  applied  wor 
wide,  but  many  European  retailers  i\ 
the  practice  is  a  form  of  Americ 
strong-arming.  They're  used  to  ovd\ 
ing  whatever  they  want,  whenever  thf 
want  from  the  Adidas  warehouse, 
causes  us  enormous  problems,"  assei 
buyer  Jean-Edouard  Bourgois  of 
cathlon,  a  big  French  sports  retaill 
"We  often  can't  predict  what  the  marlj 
will  be  like  in  eight  months'  time." 

Knight's  answer:  "It's  fundament;!' 
And  Nike  is  slowly  building  the  kind*! 
operation— both  logistically  and  in  ter 
of  management— it  will  need  to  doi| 
nate  worldwide  as  it  does  in  the  U| 
While  sales  in  Germany  and  France  ! 
main  troublesome,  orders  fr| 
u'n,  Britain,  and  Italy  are 
.nd  if  Nike  can  build  enot 
consumer  demand,  the  Futuk 
system  will  likely  follow. 
But  Nike  still  ha^ 
ong  way  to  go. 
each  country,"  si 
McKinsey  Jajj 
management 
Kenichi  Ohmae,  who  is  an  | 
viser  to  Nike's  board, 
ployees  still  listen  to  wl] 
ever  comes  out  of  Beaverton.  It's 
Olympus."  Nothing  could  be  farther  fin 
the  freewheeling  ethic  born  of  Blue  fi>rl 
bon  Sports.  Then  again,  Knight  kn<  I 
how  to  run  a  long,  long  way. 

Bii  Don  Jones  Yoihj  and  Michael  0)it 
in  Beaverton,  Ore.,  with  Charles  H(m 
in  Paris  and  Robert  Neff  in  Tokyo 
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THE  NEW  BONNEVILLE 


Driver  &  Passenger  Airbags 


Anti-Lock  Brakes 


Traction  Control* 


Variable  Effort  Power  Steering 


Leather  Seating  Areas* 


Theft-Deterrent  Key  System 


Remote  Keyless  Entry* 


*Avarlable  Equipment 


You  could 

spend  thousands  mon 
on  a  luxury  import. 
But  why? 


iPONTIAC. 

WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty  (see  your  dealer  for  details), 
plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762-4900  for  more  product  information 
and  deafer  locations.  Bonneville*  ®,  Always  wear  safety  belts,  even  with  airbags.  ©  1993  GM  Corp.  All  Rights  Reserved. 


Imagine  what  it  wi 


The  Pentium™  processor  will 
have  an  amazing  effect  on  your 
favorite  applications. 

For  starters,  you'll  be  able 
to  access  them  much  faster.  And 
even  your  most  demanding  soft- 
ware will  respond  quickly  to  your 
points  and  clicks.  Pentium  processor  performance 
also  means  no  waiting  for  graphics,  charts  and 
pictures  to  appear  on  screen.  They'll  just  be  there. 


All  the  leading  manufacturers  have  introducec 
designs  based  on  the  Pentium  processor,  and  these 
are  not  your  average  PCs.  In  addition  to  enhance 
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The  Intel  iC  '< IMP''  Index  of  Relative  Processor  Performance 

Processor  0     100     200     300     400     500  600 

Pentium™  i  HxiMH/i  mn«MMMnH*nMaaaii 

Pentium  "KIMH/I  iirHHITTTlMlilH  ■!!  ■IIWnfMIMil— 

Pentium  (Mi  MH/i  '  n milium  ii'iiminii  wi  "fwrrr-n —  ! 

Pentium  (Ml  MH/I  jnanii 

lnielDX4'"(l()0MHz)  tmmi^m^mm 

IntelDX4  (75  MHz)  MaMm^a 

[meiDX2™(66MH2)  'mtmmmmm 

lntelDX2(50MHz) 

lntelSX2™(50MHz)  wmmmmm*  \ 


For  best  Koftwurv  [iiT/oniinni  <  t  tiutiw  a 
pnnewnr  with  a  higher  i(  /M//"  M  index 


pinno 
p  like 


©1994  Intel  Corporation  'Source  it'OMP  A  Simplified  Measure  ol  Relative  Intel  Microprocessor  Performance,  Intel  Corp.,  mi. 


b  for  your  software. 


:nts  such  as  more  RAM  and  larger  hard  drives, 
my  feature  important  design  improvements  like 
:  PCI  local  bus.  That  means  they  can  handle  the 
>st  innovative  technologies,  including  applica- 
ns  like  Intel's  new  ProShare™ document  and  video 
lferencing  software. 

And  the  best  news  is  that  these  systems  are 
lilable  today,  at  surprisingly  affordable  prices. 

Finally,  because  it's  an  Intel  Inside® processor, 
1  can  be  assured  the  Pentium  processor  is  com- 


patible with  all  the  software  written  for  the  PC. 
Whether  it's  everyday  word  processing  software, 
or  CD-ROM  multimedia  applications. 

So  don't  leave  it  to  your  imagination.  See  for 
yourself  how  your  software  responds  to  the  power 
of  the  Pentium  processor.  For  more  information, 
call  1-800-395-7009,  Ext.  114. 
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COMPUTERS  I 


A  HANDHELD  COMPUTER 
THAT'S  COMBAT-HARDENED 


This  stomp-proof  device  may  have  what  it  takes  to  digitize  Chicago's  wild  futures  pits 

Murk  S   KniVhton  hecran      suit  nf  an  FRI  stirrer  oner 


When  Mark  S.  Knighton  began 
designing  a  handheld  comput- 
er for  Chicago's  futures  ex- 
changes, he  failed  to  account  for  a  com- 
mon trading  hazard— the  200-pound 
stomp.  Traders  using  his  device  in  the 
frantic  pits  were  dropping  the  pen-like 
electronic  stylus,  then  squashing  it  flat 
underfoot.  "It  was  excru- 
ciating to  watch,"  moans 
Knighton,  who  heads  the 
Santa  Monica  (Calif.)  design 
firm  Synerdyne  Corp.  His 
solution?  Encase  the  pen  in 
steel  tubing,  and  let  the 
traders  stomp  away. 

That's  just  one  way 
Knighton  has  made  comput- 
ers operate  in  a  work  en- 
vironment so  rough-and- 
tumble  that  paramedics  are 
on  call  to  treat  injuries.  Not 
only  did  he  have  to  design 
a  product  small  enough  to 
fit  in  a  hand  and  easy 
enough  for  frenzied  traders 
to  use,  but  it  also  had  to 
be  combat-hardened. 

Three  years  after  the  ex- 
changes decided  to  hold  a 
contest  to  replace  their  pa- 
per trading-card  system, 
Knighton's  Synerdyne  aced 
out  more  than  100  other  bid- 
ders, including  Texas  Instru- 
ments Inc.,  for  the  right  to 
move  Chicago  trading  pits 
into  the  digital  world. 
false  ENTRIES.  Audit  is  part 
of  a  new  wave  of  personal 
data  communicators.  Simi- 
lar devices  could  replace  a 
hospital  patient's  bedside 
chart  or  a  warehouse  work- 
er's inventory  book.  Think 
of  the  restaurant  business, 
where  orders  are  taken  on  paper  and 
delivered  on  foot  to  the  cooks.  If  these 
orders  automatically  registered  in  the 
kitchen,  one  study  suggests,  a  third 
fewer  waiters  could  cover  twice  the 
number  of  tables. 

The  Chicago  exchanges  were  reluctant 
technology  pioneers.  Audit  is  a  direct  re- 


sult of  an  FBI  sting  operation,  in  which 
agents  discovered  crooked  traders  were 
cheating  customers  by  writing  false  en- 
tries on  paper  cards.  After  dozens  of 
their  members  were  indicted  in  1989,  the 
Chicago  Board  of  Trade  and  the  Chicago 
Mercantile  Exchange  pledged  an  initial 
$5  million  to  finance  a  project  to  replace 


the  cards.  Then,  Congress  imposed  new 
audit-trail  standards  for  all  futures  trad- 
ing, effective  next  year,  that  only  a  com- 
puter can  satisfy.  "We  have  to  meet  the 
law,  and  this  is  the  only  way  we  can  do 
it,"  says  grain  trader  Dale  E.  Lorenzen, 
who  heads  the  CBOT  committee  in  charge 
of  moving  to  an  electronic  system. 


In  designing  Audit,  Knighton  had 
work  cut  out  for  him.  Chicago  futur 
traders  are  a  hidebound  lot.  For  ove 
century,  they  have  used  slips  of  paper 
cards  to  record  buys  and  sells.  Fr< 
the  pits,  they  pass  100,000  cards  a  d 
to  an  army  of  keypunchers  who  wc 
through  the  night,  entering  data  ii 
computers  that  match  t 
trades. 

While  paper  cards  an 
holdover  from  horse-ar 
buggy  days,  they  do  ha 
advantages.  They're  lig 
weight,  and  any  idiot  c 
figure  them  out.  Knight 
wanted  to  make  his  el 
tronic  handheld  device  ji 
that  simple,  while  still  p 
viding  instant  trade-mat 
ing  and  an  audit  trail  tl 
deters  fraud. 
ARM-WAVERS.  For  starte 
traders  had  to  be  able 
hang  on  to  it.  Synerdj* 
already  had  models  tl 
were  thin  and  wide,  off 
ing  a  large  writing  spa 
Unfortunately,  this  she 
made  it  virtually  imp 
sible  to  cradle  in  the  ha: 
Traders  wanted  sometfr 
different. 

Working  with  his  ma: 
facturing  partner,  Seiko 
struments  Inc.,  Knighl 
made  Audit  thicker  and  r 
rower,  sacrificing  writ 
space  for  "holdability." 
the  plastic  case,  he  carv 
rounded  contour  for 
palm  plus  cutouts  for 
fingers.  Since  traders  r; 
their  arms  to  bid  and  o: 
Knighton  attached  a  Ve 
strap  that  secures  the 
vice  to  the  back  of  the  hand.  For  ' 
craziest  arm-wavers,  he  even  designe 
fingerless  leather  glove  with  a  mechanJ 
fastener  that  locks  the  machine  in  pit 
Because  Audit  will  be  held  for  hojj 
at  a  time,  the  exchanges  wanted  it  toH 
light,  one  pound  at  the  most.  Knighii 
kept  the  number  of  parts  low  by  specy 
 ■ — r 
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The  new  HP  DeskJet  printers  let  you 


show  off. 


X 


I 


Black  &  white  and  color. 
Starting  at  under 


485: 


It's  hard  to  be  modest  when  you  have 
one  of  the  new  DeskJet  printers  from 
Hewlett-Packard.  That's  because  the 
HP  DeskJets  now  print  600  x  300 
dots  per  inch  and  use  Resolution 
Enhancement  technology  for  even 
clearer,  sharper  black  &  white  print- 
ing. For  better  looking  color,  the 
DeskJet  560C  has  a  new  technology 
called  ColorSmart.  By  automatically 
adjusting  the  printer  settings  for 
you,  ColorSmart  makes  printing 
impressive  colors  easier  than  ever. 
A  ColorSmart  upgrade  disk  is  also 
included  with  the  HP  DeskJet  500C. 

So  if  you  want  your  documents  to 
look  as  good  as  the  output  sample 
shown  here,  get  a  new  HP  DeskJet 
printer  and  start  printing  things  you 
can  really  be  proud  of.  Look  in  your 
local  Yellow  Pages  for  the  name  of  the 
HP  authorized  dealer  nearest  you: 


DeskJet  Printers 
Make  it  happen. 


EWLETT 
PACKARD 


LARGE  GLASS 
SCREEN  FOR 
EASY  WRITING 


ing  a  custom  microchip  and  circuitry. 
But  he  ran  up  against  the  one  obstacle 
that  drives  portable  electronics  makers 
nuts:  batteries.  Traders  refused  to  wear 
a  1  lattery  belt,  and  a  power  cord  could 
lead  to  strangulation,  so  Knighton  had  to 
build  in  a  long-life  (eight-hour)  battery 
cartridge.  It  accounts  for  more  than  one- 
third  of  Audit's  weight  and  tips  it  slight- 
ly over  the  one-pound  mark. 

Traders  had  lots  of  other  demands. 
Every  Audit  has  a  radio  transmitter  that 
broadcasts  data  on  each  trade  directly 
from  the  pits  to  exchange  computers. 
The  traders  feared  getting  their  eyes 
gouged  by  antennas  and  in- 
sisted that  they  be  contained 
inside  the  hand- 
helds.  They  also 
wanted  an  alarm  to 
sound  if,  for  some 
reason,  a  trade 
hadn't  matched  elec- 
tronically. Realizing 
the  roar  of  the  pits  would 
drown  out  all  but  the  louc 
est  Klaxon,  Knighton  in 
stalled  a  vibrating  pager  un 
der  the  fingertip  grip. 
"LUCKY  TERMINALS."  One  ( 
Knighton's  niftiest  design 
teats  comes  into  play  when 
trading  ends  and  the  units 
are  turned  in.  Each  trader 
opens  an  electronic  safe-de- 
posit box  with  a  key  card 
and  plugs  in  the  Audit  and 
stylus.  The  exchange  com- 
puters automatical- 
ly check  the  hard- 
ware and  software 
and  recharge  the 
batteries.  The  sys- 
tem allows  the 
superstitious  to  hang  on  to 
their  individual  "lucky  ter- 
minals." And  it  keeps  al 
the  handhelds  in  a  secure 
area,  which  protects  against 
tampering  by  any  would-be  cheats. 

The  traders  also  laid  on  the  most  dif- 
ficult design  goal:  Instead  of  using  a 
proven  electronic  interface,  such  as  a 
keyboard  or  touch-screen,  they  insisted 
on  being  able  to  write  by  hand  on  the 
screen.  But  handwriting  recognition  has 
been  one  of  the  toughest  technologies 
to  perfect,  as  Apple  Computer  Inc's 
Newton  MessaKfPad  has  demonstrated. 

Fortunately,  Knighton's  team  didn't 
have  to  attempt  what  Newton's  design- 
ers had  tried  for:  software  that  would 
recognize  anything  you  might  jot  down 
in  a  memo  or  electronic-mail  message. 
Because  Audit  need  only  recognize  num- 
bers and  a  limited  vocabulary,  100%  ac- 
curacy is  far  easier  to  approach.  "You're 


not  asking  this  device  to  work  for  the 
average  person  on  the  street,"  says  ana- 
lyst William  M.  Bluestein  of  Forrester 
Research  Inc.  "It  just  has  to  do  a  few 
things  well." 

To  use  Audit,  traders  fill  in  boxes  on  a 
screen  that  resembles  the  old  paper  card. 
Since  no  one  agrees  on  which  card  is 
best— a  single  custom  printer  in  Chicago 
makes  532  varieties— Audit  accommodates 
hundreds  of  virtual  style  sheets.  To  break 
in  their  machines,  traders  train  them  to 
recognize  their  handwriting  by  scribbling 
each  letter  and  number  a  few  times.  The 
machine  also  can  read  characters  written 


WHAT  MADE 
DIT  A  WINNER 


PLASTIC  STRIP  ALLOWS 
TRADERS  TO  QUICKLY  SCROLL 
THROUGH  TRANSACTIONS 


While  most  handwriting  units  hd 
pressure-sensitive  screens  that  respc1 
to  contact,  Knighton's  system  u 
sound.  Its  cordless  pen  makes  a  fa 
buzzing  noise  when  it  touches 
screen.  Tiny  sensors  pick  up  the  b 
and  trace  the  letters  on  the  sere 
"These  guys  [write]  in  a  frenzy.  Tl 
can't  be  thinking,  Am  I  pressing  h 
enough?' "  notes  Knighton.  Another 
vantage:  The  screen  responds  only} 
the  battery-operated  stylus,  so  flying 
bows  can't  accidentally  enter  data, 
there's  at  least  one  trade-off.  "I  gi? 
antee  you  they're  going  to  lose  a  lotB 
pens,"  says  Bruce  S.  MT 
del,  director  of  marketjg 
at  Casio  Inc.,  a  manufactjfr 
er  of  PDAs. 

Equally  important  is  1 
handwriting  sjg 
ware,  written! 
Synerdyne's  ft 
member  softwaj 
engineering  te^ 
So  far,  speed  m 


over  the  edge  of  a 
the  heat  of  trading. 

The  36-year-old  Knigh- 
ton has  a  lot  of  experience 
with  handwriting  recognition.  He  formed 
Synerdyne  in  1982,  following  a  stint  de- 
signing electronic  chess  computers  for  a 
company  that  lured  him  away  from  his 
engineering  studies  at  the  University  of 
California  at  Los  Angeles.  Synerdyne 
stalled  out  making  early  versions  of  note- 
book computers  and  developed  its  first 
handwriting-recognition  system  in  the 
late  1980s  for  Citizen  Watch  Co.  Since 
then,  Knighton  and  his  25-member  staff 
have  tackled  projects  ranging  from  seat- 
back  computers  for  airliners  to  handhelds 
for  industrial  use. 


"PANIC  BUTTON"  BRINGS  UP 
NEW  SCREEN  IMMEDIATELY 
FOR  QUICK  TRADES 


accuracy  haven't  bee 
problem,  according  to 
exchanges.  In  one  rec 
test,  Joyce  Selander,  a 
soned  trader  now  wort 
on  the  Merc's  effort  to 
electronic,  made 


CORDLESS  STYLUS, 
ENCASED  IN  STEEL 
FOR  STRENGTH 


simulated  trades  in 
hour— typical  of  active  fa 
ing— with  no  trouble 
Knighton  is  set  to  d( 
er  the  first  200  Audit  handhelds 
er  this  month.  Equipping  all  futi 
traders  with  the  devices  and  mo\ 
the  trading  pits  into  the  electn 
era  could  eventually  cost  the  exchar 
$40  million. 

Knighton  maintains  that  the 
handheld  computers  will  be  wc 
every  penny  to  the  commodities 
changes  by  reducing  errors,  cut! 
back-office  costs,  and  introducing  ol 
efficiencies.  As  the  CBOT's  Loren 
says:  "We  can  do  things  with  this 
chine  we  can't  do  with  paper  and  ] 
cil."  And,  should  the  machines  el 
nate  fraud,  they'll  be  notable  for  v 
traders  can't  do,  too. 

By  Greg  Burns  in  Chi 


t 


i 
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Mita  copiers  can  help  any  office 
get  out  of  the  stone  age. 


Still  working  with  prehistoric  office  equipment?  Get  a  Mita.  Every  Mita  copier  Buyers  Lab  tested  earned 
heir  highest  rating  for  uptime.  For  personal  to  high-speed  copiers,  call  1-800-ABC-MITA.  The  times  demand 


994  MITA  COPYSTAR  AMERICA,  INC 


Li 


SOFT  DRINKS  i 


GATORADE  IS 
STARTING  TO  PANT 


It's  sprinting  to  stay  ahead  of  sports  drinks  from  Pepsi  and  Coke 


At  the  7-Eleven  on  South  Federal 
Highway  in  Fort  Lauderdale, 
Fla.,  manager  Chris  R.  Bhoolai  is 
pushing  Pepsi-Cola  Co.'s  All  Sport  these 
days  at  25%  less  than  Gatorade.  And 
who  can  blame  him?  Pepsi  is  giving 
Bhoolai  20  free  cases  of  the  sports  drink 
for  every  20  cases  he  buys. 

That  spells  trouble  for 
Gatorade.  The  soft-drink 
giants  are  finally  chasing 
the  Quaker  Oats  Co. 
brand,  which  dominates 
the  market  for  "isotonic" 
beverages,  drinks  that 
promise  to  replace  salts 
and  fluid  lost  during  exer- 
cise. After  a  period  of 
testing  the  waters,  Pepsi 
and  Coca-Cola  Co.  are 
putting  their  massive  dis- 
tribution muscle  behind 
the  national  rollout  of  their 
two  entries  this  spring- 
Pepsi's  All  Sport  and 
Coke's  PowerAde. 
top  jocks.  That  alone 
would  be  enough  to  make 
Quaker  sweat.  But  Pepsi 
and  Coke  are  elbowing 
onto  Gatorade's  marketing 
turf  as  well.  They  have  enlisted  top 
jocks  to  appear  in  their  ads— pro  bas- 
ketball's Shaquille  O'Neal  for  All  Sport 
and  baseball-football  star  Deion  Sanders 
for  PowerAde.  They're  sponsoring  spoils 
events  Gatorade  has  had  to  itself:  All 
Sport  with  National  Collegiate  Athletic 
Assn.  basketball,  and  PowerAde  with 
World  Cup  soccer  and  the  1096 
Olympics.  They're  even  using  sweeter 
formulations  to  challenge  Gatorade's 
taste— a  bland,  salty  mix  known  in  the 
industry  as  "sweaty  sock."  "We  think 
this  has  been  a  slumbering  category," 
says  William  C.  Cobb,  vice-president  of 
new  business  at  Pepsi.  "They've  under- 
leveraged  the  brand." 

You  would  hardly  know  it.  Since  pick- 
ing up  the  brand  a  decade  ago  when  it 
bought  Stokely-Van  Camp,  Quaker  has 
built  Gatorade  into  a  franchise  with  $1 
billion  in  sales  in  the  U.  S.  and  abroad. 
Gatorade  accounted  for  an  estimated 


22%  of  Quaker's  $575  million  in  operat- 
ing earnings  in  fiscal  1993. 

Still,  with  86.5%  of  the  market, 
Gatorade's  share  has  nowhere  to  go 
but  down.  Analyst  Michael  J. 
Mauboussin  at  CS  First  Boston  Group 
Inc.  expects  Gatorade's  sales  in  the  key 
U.  S.  and  Canadian  market  to  rise 


LOSING  GROUND 


UZZI:  THE  FORMER 
PEPSI  EXEC  IS  OUT  TO 
BEEF  UP  GATORADE'S 
DISTRIBUTION  SYSTEM 

6%  this  year,  as  the 
Coke  and  Pepsi  en- 
tries expand  the  cat- 
egory, sales  rose 
3.2%  to  $750  million 
in  the  market  in 
1993.  Still,  Maubous- 
sin figures  the  com- 
petition will  push 
Gatorade's  market 
share  down  sharply, 
to  70%.  Gatorade  Worldwide  President 
James  F.  Doyle  vows  he  won't 
let  Gatorade  fall  behind:  "We  have  in- 
vested monstrous  amounts  of  money 
creating  this  franchise,  and  we  will 
continue." 

To  fight  back,  Gatorade  plans  to  be- 
come a  more  streetwise  beverage  mar- 


Share 

Percent 

Change 

Points 

GATORADE 

Quaker 

86.5% 

-3.6 

10-K 

Suntory 

3.6 

-0.1 

POWERADE 

Coca-Cola 

2.8 

+2.5 

ALL  SPORT 

Pepsi 

17 

+0.5 

keter,  like  Coke  and  Pepsi.  It's  an  ir 
ic  turn  of  events:  Two  years  ago,  Qu 
er  tried  to  negotiate  a  distribution  d 
with  Coke  for  Gatorade,  but  noth 
came  of  it.  There  has  been  talk  t 
Pepsi  might  drop  All  Sport  to  distrib 
Gatorade,  but  both  sides  deny  a  dea 
in  the  works.  As  a  result,  Quak 
which  has  reached  the  limits  of 
wholesale  delivery  system,  must 
work  its  distribution  strategy. 
point  of  sweat.  To  do  so,  it  has 
stalled  former  Pepsi  executive  Don 
R.  Uzzi  as  president  of  Gatorade  in 
U.  S.  and  Canada.  Uzzi's  mission:  to 
panel  Gatorade's  distribution  beyond 
traditional  grocery  channel,  moving  i 
direct-store  deliveries,  vending  machir 
and  fountain  service.  Uzzi,  until 
month  senior  vice-president  and  cl 
customer  officer  at  Pepsi-Cola  No 
America,  is  still  laying  plans.  But  he 
pects  to  go  after  food  outlets  and  po 
of-sweat  locations  such  as  golf  cours< 
Quaker  is  digging  in  on  other  fronts 
well.  It  has  doubled  its  ad  budget 
more  than  $50  million.  New  ads  p 
down  longtime  star  spokesman  Mich 
Jordan  in  favor  of  product-benefit  claii 
Quaker  has  also  expanded  Gatorade 
eight  flavors,  compared  with  four  for 
Sport  and  PowerAde.  It  is  introduc 
a  clear  "Lemon  Ice"  version.  And  it's  t 
ing  to  boost  the  product  overseas,  wh 
results  have  been  mixed  so  far.  Its  g< 
increasing  sales  in  Europe,  Latin  Am 
ca,  and  Asia  to  $1  billion  by  the  y 
Analysts  expect  the  additio 
spending  to  put  pi 
sure  on  earnings, 
going  to  be  toug 
says  Ellen  G.  Baraf 
Chicago's  Duff 
Phelps.  Baras  is  sk  || 
tical   about  retu  to- 
overseas— and  warj 


2000. 


Supermarket  sales  for  the  52  weeks  ended  Mar.  5, 
1994,  vs.  the  52-week  period  ended  Mar.  6,  1993 

DATA:  AX  NIELSEN  CO. 
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a  domestic  price  w 
Competitive  jui 
are  flowing:  The  si 
drink  giants  hi 
tripled  their  "hot- 
capacity,  which 
used  to  bottle  spc 
drinks  as  well  as  i 
teas.  "It's  going  to 
bloody  out  thei 
says  David  Rf 
nowitz  of  Kidd 
Peabody  &  Co.  Quaker  maintains 
tomers  will  return  to  Gatorade  when 
soft-drink  companies'  promotional  gi 
aways  end.  Meantime,  while  the  Gator 
executives  sweat  it  out,  at  least  tl 
have  a  thirst  quencher  close  at  hand. 

By  Greg  Bums  in  Chicago  with  Mc 
Mullory  in  Atlanta 
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Toshiba  discovers  the  stxret  to  longer 
life:  The  ultra-lightweight  Li-Ion  battery, 
with  up  to  8  hours  of  battery  life,  is 
the  ultimate  in  power-per-ounce. 


THE  SHAPE  OF  THINGS  TO  GO." 


The  new  AccuPoint™ 
isometric  pointing  device 
works  in  conjunction  with 

dick  and  drag  buttons  locatec 
comfortably  beneath  the  thumbs 


PORTEGE 

400 

.4"  STN  monochrome  display 

.9"  x  9.9"  x  1.7" 

.libs. 

400CT 

.8"  color  TFT-LCD  active 
latrix  display— 256  color  SVGA 
.9"x9.9"x  1.8" 
.4  lbs. 
ith  Models 

3MHzSL  Enhanced  i486™SX 
20MB  HD 

MB  RAM  (expandable  to  20MB) 
ithium-lon  battery 
ypell  (5mm)  PCMCIA  2.01  slot 
ccuPoint™  integrated 
ointing  device 


I  BitBLT  graphics 
xelerator 
L  local-bus  video 
orts:  serial,  parallel,  FDD, 
Drt  Replicator,  and 
GA  adapter 
/indows™, 
OS™, 

ommWorks' 
ir  Windows 


limited! 
wjrmntyi 


INTRODUCING  THE 
NEW  ULTRAPORTABLE 
PORTEGE. 

Toshiba  engineers  ,v 
have  just  re- 
invented 
the  portable 
computer.  The 
Portege "  T3400  Series 
perfectly  balances  mass  and  speed. 
Now  you  can  travel  with  a  system  smaller  than  a 
notebook,  yet  graced  with  the  feel  of  a  full-size  system;  driven 
by  the  full  force  of  an  i486' 'SX/33  processor.  And  come  home  to  the  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  complete  desktop  environment. 
See  how  far  Toshiba  has  taken  every  aspect  of  portable  computing.  And  think  where  it  can 
take  you.  Call  1  -800-457-7777  for  the  dealer  nearest  you. 


In  Touch  with  Tomorrow 


TOSHIBA 


944  Toshiba  America  Inlnrm.itiim  Svstpms.  In.  All  nrnrlnrts  \nt\imtpA  U\ 


e  Corporation 


INDIAI 


INDIA'S 

MR.  BUSINESS 


Can  Ratan  Tata  turn  his  empire  into  a  modern  global  force? 


F 


or  83  years,  the  city  of  Jamshedpur 
in  eastern  India  has  been  an  eco- 
nomic Utopia.  The  garden-filled 
town  is  home  of  Tata  Iron  &  Steel  Co., 
whose  78,000  workers  enjoy  lifelong  em- 
ployment, free  housing,  education,  and 
medical  care.  To  keep  Jamshedpur  from 
becoming  "an  island  of  prosperity  in  a 
sea  of  poverty,"  as  Managing  Director 
Jamshed  Irani  puts  it,  Tata  even  helps 
supply  wells,  medical  care,  and  power 
plants  to  nearby  villages.  All  this  ex- 
plains why  Tata  Steel  hasn't  had  to 
weather  a  strike  in  six  decades. 

But  Tata's  beneficence  is  being  sorely 
tried  by  India's  new  era  of  economic  re- 
form. As  the  country  opens  to  greater 
foreign  investment,  the  standards  of  suc- 
cess are  shifting.  During  a  recent  road 
show  in  Hong  Kong  to  promote  Tata 
Steel's  $100  million  Eurobond  offering, 
analysts  asked  executives  how  they 
would  improve  their  paltry  3.7%  profit 
margin.  "The  emphasis  so  far  has  been 
on  creating  jobs,  not  wealth,"  concedes 
Irani.  "We  will  now  be  forced  to  bal- 
ance loyalty  against  productivity." 

At  stake  is  whether  Tata,  India's  larg- 
est business  group,  can  transform  itself 
fast  enough  to  survive  at  the  top.  The 
$5  billion  Tata  empire  is  made  up  of  46 
companies  that  churn  out  everything 
from  tea  and  trucks  to  cosmetics  and 
computer  software.  But  there  is  no  sin- 
gle management  structure,  and  profits 
are  scarce  (table). 

grab  bag.  To  remain  No.  1,  Tata  realiz- 
es that  it  can't  afford  old-school  paternal- 
ism or  other  antiquated  management 
practices.  Like  many  family-run  busi- 
ness empires  in  India,  the  group  is  a 
grab  bag  of  companies,  some  privately 
held,  some  publici,  traded.  All  of  which 
means  Tata  will  ha\  'to  streamline,  add- 
ing to  huge  tensions  in  a  country  with- 
out a  safety  net  for  th  unemployed. 

Watching  Tata's  struggle  carefully  are 
U.  S.  and  European  mult  nationals:  Tata 
companies  have  formed  joint  ventures 
or  alliances  with  a  virtual  who's  who  of 
foreign  business  partners,  including 
AT&T,  Mercedes-Benz,  IBM,  Silicon  Graph- 


ics, and  Cummins  Engine,  among  others. 

The  task  of  leading  Tata  through  its 
perilous  transition  falls  to  56-year-old 
Ratan  Tata.  A  Cornell  University  archi- 
tecture graduate,  he  became  chairman  in 
1991  but  gained  full  control  only  late 
last  year  with  the  death  of  his  distant 
uncle,  former  Chairman  J.  R.  D.  Tata. 

Reflecting  his  U.  S.  training,  Ratan 
wants  to  make  his  group  a  leader  in  a 
few  key  industries— trucks  and  autos, 
computer  services,  steel,  and  construc- 
tion engineering— as  well  as  a  domestic- 
pioneer  in  such  advanced  fields  as  multi- 
media and  telecommunications.  "Our  crit- 
ical task  is  to  refocus,"  he  says  in  his 
Bombay  office,  where  abstract  paintings 
and  modern  Scandinavian  furniture 
sharply  contrast  with  the  brownstone 
facade  of  Tata's  colonial-era  headquar- 
ters. "Over  the  long  term,  we  must  re- 
structure and  divest  noncore  businesses." 

His  foreign  partners  believe  Tata  has 
the  right  approach.  "Ratan  has  vision," 
says  Bala  T.  Kuchinad,  New  Delhi-based 
president  of  AT&T  India  Ltd.,  which  last 
year  forged  a  $35  million  joint  venture 
with  Tata  to  make  phone  lines  and 
switching  systems.  Over  the  next  five 
years,  the  group  plans  to  plow  nearly  $3 
billion  into  expansion  and  boost  sales  to 
$8  billion,  including  $1  billion  in  exports. 

Ratan  Tata  won't  have  a  free  hand 
in  remaking  Tata,  however,  because 
many  of  its  senior  executives  run  their 
companies  like  fiefdoms.  Laws  passed 
in  the  1970s  limiting  cross-holdings  have 
left  the  family  with  less  than  4%  of  hold- 
ing company  Tata  Sons.  What's  more, 
Tata  Sons'  interest  in  its  key  subsidiar- 
ies ranges  from  9%  down  to  just  2%. 


CHAIRMAN  TATA'S  TASK  IS  TO  PULl 
TOGETHER  46  COMPANIES  THAT  MAKE 
EVERYTHING  FROM  STEEL  TO  TEA 


"The  major  challenge  for  Ratan  i: 
hold  everyone  together,"  says  Nim  |» 
N.  Kampani,  a  Bombay  consultant,    aty  1 

After  returning  in  1962  from  ei 
years  in  the  U.  S.,  Ratan  Tata  wor 
his  way  up  through  several  group  c§stm 
panies.  Unlike  the  family  elders, 
adopted  an  unpretentious  litest; 
Raised  in  a  mansion  and  chauffeurec 
school  in  a  Rolls-Royce,  Ratan  now  li 
in  a  simple  South  Bombay  apartm 
and  drives  a  Buick.  By  1982,  he  and  i 
er  young  executives  had  drawn  u 
master  plan  for  restructuring  the  grc 
The  plan  was  ignored  until  Ratan 
herited  the  throne  in  1991. 

With  India's  economy  now  grow 
at  5%,  the  prospects  are  bright  t 
Tata  can  finally  start  implementing 
plan.  Optimism  is  especially  high  at  1 
Engineering  &  Locomotive  (Telco),  wl 
controls  70%  of  India's  truck  market 
product's  i  he  popular  Sierra  minivai 


HOW  TATA  IS 
GEARING  UP  TO 
COMPETE 

1993  sales   $5  billion 

Operating  profits  $255  million 


HIGHTECH 

ventures  with  IBM,  Silii 
s,  AT&T,  and  Honeywell  ifl 
is  working  with  Singapore  inves;  ^ 
on  a  $150  million  high-tech  par|£ 
southern  India  . 
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ike  Tata  Steel,  the  automotive  oper- 
I  set  in  lush  rolling  hills  in  the  west- 
city  of  Pune,  is  a  workers'  show- 
!.   The   company's  spic-and-span 
jries  are  so  self-sufficient  that  they 
luce  more  than  half  of  the  parts  that 
ito  the  80,000  Tata  trucks  and  vans 
luced  annually.  Drivers  like  its 
ks  because  they  hold  up  on  India's 
oled  highways  and  are  easy  to  re- 
pith  its  $14,240  Sierra,  Tata  has  pi- 
sred  the  recreation-vehicle  market, 
in  light  commercial  vehicles,  it  has 
n  on  the  Japanese  by  grabbing  a 
share  of  the  market, 
atan  Tata's  dream,  however,  is  to 
•me  a  major  player  in  passenger 
With  fewer  than  four  cars  for  eve- 
,000  citizens  and  a  middle  class  of 
million,   India  offers  enormous 
rth  potential.  Currently,  73%  of  the 
cet  belongs  to  Maruti  Udyog  Ltd.,  a 
-  venture  between  Suzuki  Motor 


Corp.  and  the  Indian  government  that 
produces  the  popular  $7,260  Maruti  800 
subcompact.  General  Motors,  Ford,  and 
Volkswagen  also  are  looking  to  begin 
assembly  in  India.  Moreover,  Telco  in 
early  March  signed  a  $150  million  joint 
venture  with  Mercedes-Benz  to  produce 
20,000  Mercedes  220  series  luxury  cars 
annually  by  next  year. 

In  technology,  Tata  wants  to  become  a 
force  in  software  and  service  niches. 
That's  a  shift  from  the  game  plan  Ratan 
Tata  first  mapped  out  a  decade  ago 
when  the  competition  in  hardware  was 
limited.  So  Tata's  joint  venture  with  IBM, 
formed  in  1992,  has  shelved  plans  to 
produce  the  Personal  System/2  and  will 
instead  concentrate  on  sales  support. 
Still,  with  computer  sales  in  India  fore- 
cast to  grow  from  160,000  to  1  million 
annually  over  the  next  five  years,  IBM 
expects  its  business  to  mushroom. 

Tata  believes  that  the  more  challeng- 


ing niches  of  software  and  design  play  to 
India's  strength:  a  large  pool  of  highly 
talented  mathematicians  and  engineers. 
Tata  has  struck  a  raft  of  alliances  with 
software  companies.  At  a  joint  venture 
with  Silicon  Graphics  Inc.,  for  example, 
engineers  are  working  on  cutting-edge 
programs  that  produce  three-dimension- 
al images  based  on  data  from  magnetic- 
resonance  scans.  These  allow  doctors  to 
examine  a  human  brain. 

Tata  Honeywell,  with  an  all-Indian 
staff  of  300,  is  doing  a  fast-growing  $20 
million  business  programming  huge  auto- 
mated control  systems  used  in  petro- 
chemical, power,  and  heavy  industrial 
plants  worldwide.  "The  Tata  name  draws 
the  highest-caliber  talent  in  the  coun- 
try," says  Martin  B.  K.  Mueller,  Asia  di- 
rector of  Honeywell's  industrial  unit. 
"They  can  become  a  global  center  of  ex- 
cellence in  applications  software." 

Or  take  Tata  Consultancy  Services, 
headed  by  70-year-old  F.  C.  Kohli,  the 
doyen  of  India's  thriving  computer-soft- 
ware industry.  With  3,900  engineers  de- 
veloping applications  for  clients  ranging 
from  Citibank  and  Northern  Telecom  to 
Fireman's  Fund  Insurance,  Tata  Consul- 
tancy accounts  for  nearly  one-third  of 
India's  software  exports  of  $220  million. 
Sales  are  growing  by  25%  annually. 
big  risks.  Overall,  analysts  have  hailed 
Ratan  Tata's  efforts  to  bring  his  group 
into  the  new  era,  but  wonder  if  he  will 
succeed  in  stitching  the  group  together 
through  bigger  cross-investments.  That 
would  require  immense  capital  and  risk 
putting  subsidiaries  in  play  as  takeover 
targets.  Tata  would  be  better  off  divest- 
ing all  but  a  handful  of  businesses,  they 
argue,  and  using  the  money  to  build 
world-class  companies. 

Still,  Tata  seems  to  have  sold  most  of 
the  brain  trust  at  his  Bombay  headquar- 
ters on  his  mission.  Nobody  pretends 
the  challenge  is  easy.  "We  are  rigid  and 
are  in  way  too  many  products,"  concedes 
Tata  Sons  Director  Freddie  A.  Mehta. 
"But  there's  no  use  asking  the  govern- 
ment to  reform  if  we  don't  do  it  our- 
selves." Just  as  Tata  represented  India's 
corporate  ideals  for  decades,  it  will  be 
the  company  to  watch  for  those  who 
are  wondering  if  India  can  make  a  suc- 
cessful passage  into  the  world  economy. 

By  Pete  Engardio  in  Bombay  and  Shek- 
har  Hattangadi  in  Jamshedpur 
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fes  market  in  trucks  and  now 
develop  car  business, 
3  a  new  joint  venture  with 
3s-  Benz  to  produce  20,000 
ars  annually 

Hopes  to  move  into  high-end  products 
and  boost  output  more  than  75%  this 
year,  allowing  Tata  to  increase  efficien- 
cy and  avoid  laying  off  workers 

Has  pared  back  operations,  selling 
soap  division  to  Unilever  and 
withdrawing  from  partnership  with  / 
PepsiCo 
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BY  GENE  G.  MARCIAL 


HIGH-TECH  WIHNERS 
THAT  WEATHERED 
THE  STORM 


■  t  takes  a  lot  of  nerve  for  a  money 
I  manager  to  stay  cool  when  the 
H  stock  market  is  tumbling.  And 
Bankers  Trust's  Mary  Lisanti  showed  a 
lot  of  nerve:  She  stayed  calm  and  con- 
fident about  the  stocks  she  manages 
for  the  bank's  $600  million  Capital  Ap- 
preciation Fund  and  $200  million  Small 
Capitalization  Fund.  Lisanti  saw  no 
point  in  bailing  out,  since  most  of  her 
holdings  held  up  well  during  the  steep 
decline. 

She  likes  technology  companies  and 
says  her  top  picks— Microchip  Technol- 
ogy, Nellcor,  and  Millipore— withstood 
the  recent  beating  with  flying  colors. 

The  key  to  picking  winners  in  a 
group  is  "dissecting"  management,  says 
Lisanti.  "I  spend  a  lot  of  time  talking 
with  company  managers.  Once  you  get 
a  handle  on  a  company's  five-year  plan, 
along  with  its  important  problems, 
you've  got  a  pretty  good  grasp  of  its 
potential." 

Microchip's  management  is  "first- 
class,"  says  Lisanti,  and  it's  determined 
to  achieve  its  goals  as  a  fast-growing 
maker  of  leading-edge  programmable  8- 
bit  microcontrollers.  These  are  small, 
low-voltage,  low-cost  chips  used  in  such 
applications  as  garage-door  openers, 
cordless  tools,  credit-card  readers, 
home  appliances,  and  the  personal  com- 
puter mouse.  "Microchip  is  filling  a 
void  in  a  low-risk  niche,"  says  Lisanti. 
Her  estimates  are  higher  than  many 
analysts'  projections.  She  figures  Micro- 
chip earned  75<f  to  80C  a  share  in  the 
year  ended  Mar.  31,  1994,  and  should 
net  $1.20  to  $1.25  in  1995,  vs.  13<t  in 
1993.  Microchip  has  declared  a  three- 
for-two  stock  split,  effective  Apr.  5. 
Lisanti  expects  the  shares,  now  selling 
at  27,  to  hit  60  in  two  years. 
lifeblood.  Nellcor's  management  has 
been  getting  better,  notes  Lisanti,  since 
its  management  team  was  strength- 
ened recently.  It  is  a  pioneer  in  pulse- 
oximetry  technology,  used  to  monitor  a 
patient's  blood-oxygen  level  in  critical 
situations.  Lisanti  notes  Nellcor  has 
several  "exciting  new  products"  in  the 
pipeline,  including  a  fetal  oximeter  for 
monitoring  a  baby's  oxygen  level  dur- 
ing the  mother's  labor.  She  expects 
Nellcor  to  net  $1.70  in  1994  and  $2  in 
1995,  vs.  $1.56  in  1993.  Now  at  26,  the 


FOR  LISANTI,  THE  KEY  TO  PICKING  STOCKS 
IS  "DISSECTING"  THE  MANAGEMENT  TEAM 


stock  will  hit  50  in  two  years,  she  says. 

Management  at  Millipore,  a  global 
leader  in  products  used  in  analyzing 
and  purifying  fluids,  is  focused  on  en- 
hancing shareholder  value,  says  Lisan- 
ti. On  Apr.  5,  it  announced  the  sale  of 
its  water-chromatography  unit  for  $360 
million.  Millipore,  which  has  been  buy- 
ing back  its  shares,  will  use  the  pro- 
ceeds to  buy  even  more,  says  Lisanti. 
Now  at  46,  the  stock  is  undervalued, 
says  Lisanti.  She  sees  the  stock  hit- 
ting 90  in  1996,  and  earnings  jumping 
from  1993's  $1.75  to  $2.60  in  1994  and 
$3  in  1995. 


A  'PREPOSTEROUSLY 
CHEAP'  IHSURER 


espite  doing  all  the  right  things, 
Statesman  Group  gets  no  re- 
spect on  Wall  Street.  Last  year, 
the  annuity  and  life  insurance  company 
posted  record  revenues  and  earnings. 
So  why  has  its  stock  been  such  a  los- 
er? Trading  at  15  five  months  ago,  it's 
now  10. 

"The  stock  is  a  victim  of  anonym- 
ity—it doesn't  have  any  meaningful  fol- 
lowing on  Wall  Street,  and  everybody 
thinks  the  insurance  business  is  fac- 
ing difficulties  because  of  rising  inter- 
est rates,"  argues  Glickenhaus  &  Co.'s 
managing  partner,  Seth  Glickenhaus. 
Says  the  80-year-old  maverick  value 
investor:  "The  stock  is  preposterously 
cheap."  He  says  the  stock  is  likely  to 
be  snapped  up  by  a  major  financial- 
services  company.  He  puts  the  buyout 
value  at  $20  a  share. 

Another  investor  says  a  large  finan- 
cial house  has  approached  Statesman 


with  an  $18-a-share  offer.  "The  frienci 
offer  was  rejected.  Management  waij 
ed  $22,"  says  this  pro. 

The  company  hit  its  targets  h 
year:  It  raised  the  value  of  its  asse 
book  value,  and  earnings  by  20%. 
hiked  annuity-premium  collection 
120%,  to  $1.02  billion,  up  from  $4 
million  in  1992.  Glickenhaus  recko 
Statesman  will  earn  $1.65  to  $L70  tl 
year— up  from  last  year's  $1.39— a 
$2  next  year.  He  thinks  even  witha 
the  takeover  angle,  Statesman 
undervalued.  He  says  the  stock  v, 
climb  to  20  in  two  years,  based  on  ft 
damentals  alone.  Calls  to  the  compa 
were  not  returned. 


IT  ATTRACTS  SOME- 
BUT  REPELS  OTHERS 


Short-sellers  are  getting  pulled 
v/ard  Intermagnetics  General 
major  producer  of  supercondu 
ing  magnet  systems  and  cable,  us 
in  magnetic  resonance  imaging  (M^ 
About  1.2  million  of  the  company's 
million  shares  have  been  shorted.  E 
the  shorts  may  be  in  for  a  shock. 

The  bears  are  betting  that  Int« 
magnetics  will  fall  on  its  face  wi 
its  FRIGC,  a  new  refrigerant  design 
to  replace  freon  in  car  air  conditic 
ers.  By  law,  freon  will  have  to 
phased  out  to  prevent  ozone  dep 
tion  of  the  atmosphere.  Intermagnet 
claims  that  FRIGC,  which  the  Envirc 
mental  Protection  Agency  has  agre 
to  evaluate,  is  less  expensive  than  ft  ^ 


on  and  environmentally  acceptab 
The  shorts  argue,  however,  that  FRI 
is  all  "hot  smoke"  and  won't  get  E 
approval. 

On  the  other  hand,  analyst  Th( 
dore  O'Neill  of  H.  C.  Wainwright 
Boston  argues  that  FRIGC  works  a 
that  it  will  bolster  the  magnet  syst( 
used  in  MRI.  So  he  expects  the  comf 
ny  to  post  earnings  of  24<t  for  the  y< 
ending  May  31,  1994,  and  61<t  for  19! 
He  says  Intermagnetics'  core  magr 
business  is  "doing  very  well,  with 
huge  order  backlog."  The  company  a 
owns  19%  of  Ultralite  Batteries,  ci 
rently  trading  at  11. 

Analyst  James  Winchester  of  Laza 
Freres  says  that  Intermagnetics  is  t 
"lowest-risk,  highest-reward  play  in  t 
field  of  superconductive  technolog; 
Furthermore,  he  says  the  market  v 
ues  the  stock,  now  at  16,  without  t£ 
ing  account  of  FRIGC.  But  the  sto< 
he  says,  could  hit  30  if  FRIGC  wins  E 
approval. 
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The  New  and  Improved  / 
Big  Bertha  Metal  Woods 
with  the  War  Bird  Soleplate. 


The 


leWar  Bird  Soleplate  on  the  Big  Bertha  #7 
HeavenWood'"  is  primarily  responsible  for  this  unique 
club's  world  wide  appeal  to  golfers  of  all  skill  levels. 

Therefore,  we  decided  to  experiment  by  adapting  this 
War  Bird  Soleplate  to  the  Big  Bertha  Metal  Wood  line. 
The  Result  is  that  each  Big  Bertha  War  Bird  Metal  Wood 
is  now  even  easier  to  get  the  ball  properly  airborne  from 
almost  any  he  -  in  the  fairway  or  the  rough.  The  Big 
Bertha  Fairway  Woods  #2, 3, 4,  and  5  now  have  the 
incomparable  versatihty  most  all  golfers  find  when  using 
their  Big  Bertha  HeavenWood 'M  and  Divine  Nine.™ 
For  the  reasons  why,  please  read  the  imaginary 
interview  between  a  Callaway  Customer  and  Richard 
Helmstetter,  Senior  Executive  Vice  President  and  Chief  of 
New  Products  for  Callaway  Golf  Company. 

Callaway  Customer:  Why  a  new  Big 

Bertha  Metal  Wood? 
Helmstetter:  Because  we  found  a  way 
to  make  a  better  one. 

Callaway  Customer:  Simply  by  adding 
the  War  Bird  soleplate  to  each  club? 
Helmstetter:  No  -  not  simply.  First,  we  redesigned 
some  parts  of  the  interior  and  then  we  carefully  adapted 
the  War  Bird  soleplate  concept  precisely  to  each  of  the 
other  club  heads.  This  called  for  a  major  new  tooling  job. 
Callaway  Customer:  What  did  this  do  for  most  golfers? 
Helmstetter:  Each  Big  Bertha  Driver  and  Fairway  Wood 
now  becomes  easier  to  use  successfully 
off  of  fairway  lies  and  out  of 
the  rough  ...  just  like 


the  original  Big  Bertha  #7  HeavenWood. 
Callaway  Customer:  Why? 

Helmstetter:  Because  this  new  War  Bird  soleplate  shdes 
through  the  turf.  First,  notice  the  flowing  design  on  the  War 
Bird  soleplate.  It  has  no  cut  outs  or  harsh  ridges  that  can 
catch  the  ground  and  result  in  lost  force.  This  is  especially 
true  on  theWai  Bird's  rounded  leading  edge,  which  is 
shaped  and  acts  much  like  a  flat  keel  on  a  boat,  which 
instead  of  cutting  through  the  water,  ghdes  over  the  top  of 
it.  Second,  the  concave  facets  on  the  trailing  side  of  the 
War  Bird  soleplate  actually  uses  the  "rough"  grass  to  lift 
the  club  back  out  of  the  turf  and  keeps  it  from  digging  in. 
So  you  can  make  a  confident,  aggressive  swing. 
Callaway  Customer:  But  why  does  the  driver  need  the 
War  Bird  soleplate.  Isn't  it  just  for  the  rough? 
Helmstetter:  No  actually,  with  the  War  Bird  soleplate, 
the  Big  Bertha  Driver  becomes  hke  a  1 5  th  club  in  your 
bag.  For  the  first  time  many  golfers  will  be  able  to  hit 
their  driver  directly  off  the  fairway. 
Callaway  Customer:  When  can  I  find  the  new 
Big  Bertha  War  Bird  in  my  golf  shop? 
Helmstetter:  Beginning  around  i4pril  15th  in  many 
aim  of  the  country. 
Callaway  Customer:  If  I  can't  find 
one,  may  I  caW  CaHaway  for  help. 


Helmstetter:  Yes.  Phone  toll 
free:  (800)  228-2767 


GOLF 


YOU  CAN'T  ARGUE  WITH  PHYSICS ! 
2285  Rutherford  Road.  Carlsbad.  CA  92008 
(800)  228-2767 
In  California,  call  (619)  931-1771 
In  Canada,  call  (800)  36I-S678 
Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 


SMALL  BUSINESS 


WOMEN 
ENTREPRENEURS 

THEY'RE  FORMING  SMALL  BUSINESSES  AT  TWICE  THE  RATE  OF  MEN 


Five  years  ago,  Fran  Greene 
was  "female  and  facing  50, 
which  is  death  in  Corporate 
America,"  she  recalls.  So  after 
25  years  with  a  big  electron- 
ics-components supplier,  Greene  struck 
out  on  her  own  and  started  Sun  State 
Electronics,  a  Winter  Springs  (Fla.)  dis- 
tribution company  that  sells  high-tech 
gear  to  the  aerospace  and  defense  indus- 
tries. Today,  it's  a  $2.5  million  business 
that  employs  10  people.  At  52,  Greene, 
a  former  sales  representative,  has 
branched  out  into  a  second  venture: 
Cakes  Across  America,  which  contracts 
with  bakeries  nationwide  to  deliver 
cakes  for  all  occasions. 


Gianna  "Gigi"  Dekko  Goldman  gave 
in  to  her  entrepreneurial  longings  in 
1990,  quitting  her  marketing  job  at  Min- 
netonka  Inc.'s  Claire  Burke  fragrances  to 
start  a  business  selling  picture  frames. 
Today,  Gianna  International  in  Roway- 
ton,  Conn.,  has  more  than  $1  million  in 
sales.  A  big  plus  to  being  her  own  boss 
is  having  a  flexible  lifestyle,  reflects 
Goldman,  34.  "I  wanted  to  continue  my 
career  in  an  aggressive  way,  but  I  also 
wanted  to  be  a  mom." 

Economic  necessity  drove  Nancy  No- 
vinc,  42,  and  Hillary  Sterba,  49,  to  start 
their  tool-engineering  company 
two 


years  ago.  They  had  just  been  laid 
from  Cleveland  Twist  Drill  Co.,  a  ma 
facturer  of  cutting  tools,  when  they 
cided  to  start  s&N  Engineering  Servi 
Corp.  "We  decided  if  we  were  going 
put  in  these  long  hours  and  work 
hard,  we  would  do  it  for  ourselves, 
serves  Sterba. 

Different  women,  different  drea 
and  very  different  businesses 
they're  all  part  of  a  wave  of  women 
trepreneurs  who  are  reshaping 
American  small-business  landsc 
While  women  have  long  owned  bi 
nesses  or  toiled  behind 
scenes  in  family  compan 
their  numbers  are  reaching 
ant  proportions  in  the  sm 
business  sector— one  of 
most  dynamic  parts  of 
U.  S.  economy.  There 
roughly  6.5  million  enterp 
es  with  fewer  than  500 
ployees  that  are  owned 


Gigi  Goldman 

HEAD  CF  GIANNA 
INTERNATIONAL 


Seeing  few  women 
executives  in  Corporal 
America  and  worried 
that  becoming  a  moth 
might  lower  chances  ( 
advancement,  she  left 
her  job  in  marketing 
to  found  Gianna, 
which  sells  picture 
frames  to  Dayton 
Hudson  and  Saks 
Fifth  Avenue 
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Hillary  Sterba  & 
Nancy  Novinc 

OWNERS  OF 
S&N  ENGINEERING 


ither  than  lamenting 
eir  layoff  at 
eveland  Twist  Drill, 
e  duo  founded  their 
m  tool-engineering 
mpany.  A  combined 
'  years  of  experience 
ve  them  lots  of 
ntacts  that  they 
uld  use  in  the 
ile-dominated  field 


.rolled  by  women  in  the  U.  S.  That's 
jst  a  third  of  the  total,  according  to 
nates  by  the  National  Foundation 
Women  Business  Owners  (nfwbo). 
sady,  1  in  10  American  workers  is 
loyed  by  a  woman-owned  company, 
nd  the  ranks  of  such  companies  are 
zing:  Women  are  forming  small  busi- 
es at  nearly  twice  the  rate  of  their 
;  counterparts.  "It's  a  combination 
omen  being  more  educated,  feeling 
I  entitled,  wanting  to  combine  lives 
careers,  and  seeing  that  [business 
srshipj  is  where  most  growth  and 
>rtunities    are,"  says 
ia  L.  Moore,  professor 
anagement  at  Simmons 
ige  in  Boston. 
NT  POOt.  And  the  phe- 
enon  isn't  limited  to 
ices  and  neighborhood 
1  shops— the  tradition- 
eserves  of  women  who 
;ed  to  be  their  own 
2s.  True,  most  women 
jpreneurs  are  drawn  to 
retail    and  services 
3s  in  part  because  of 
startup  costs.  But  the 
nces  of  female  execu- 
throughout  Corporate 
rica  have  produced  a 
pool  of  talent  with  ex- 
nce  in  many  industries. 
.  as  they  leave  large 
■anies  to  strike  out  on 
own,  women  are  often 
ing  businesses  in  such 
ime  male  bastions  as 
facturing  and  construc- 
!  chart,  page  107).  For 
pie,  Novinc,  former  di- 


EPORT 


rector  of  new  products  at  Cleveland 
Twist  Drill,  and  Sterba,  once  the  manag- 
er of  national  account  services,  together 
had  26  years  of  experience  in  the  in- 
dustrial-tool business  when  they  began 
their  company. 

The  impact  of  women's  entrepreneur- 
ship  is  also  resonating  far  beyond  the 
confines  of  small  business.  Many  experts 
believe  that  women  business  owners  of- 
ten seem  to  emphasize  employee  train- 
ing, teamwork,  reduced  hierarchy,  and 
quality  far  more  than  their  male  coun- 
terparts. As  a  result,  they  may  offer 


distinctive  lessons  in  management  styles 
that  are  now  being  embraced  by  Corpo- 
rate America  as  it  strives  to  improve 
its  global  competitiveness.  "Women  tend 
to  be  more  cooperative,  informal,  consen- 
sus-building in  their  behavior,"  says  Can- 
dida G.  Brush,  assistant  professor  of 
management  policy  at  Boston  Univer- 
sity, who  recently  reviewed  200  studies 
on  male  and  female  management  styles. 
Men,  in  contrast,  "tend  to  approach 
things  in  a  more  competitive,  formal,  or 
systematic  way,"  adds  Brush.  Goldman 
puts  it  more  simply:  "Women  have  been 


Fran  Greene 

FOUNDER  OF  CAKES 
ACROSS  AMERICA 


Success  at  $2.5  million 
Sun  State  Electronics, 
which  sells  high-tech 
equipment  to 
aerospace  and  defense 
companies,  led  her  to 
cook  up  a  second 
venture-Cakes  Across 
America,  which 
contracts  with  bakeries 
to  deliver  cakes 
across  the  country 
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taught  all  their  lives  to  nur- 
ture and  support  others.  As 
entrepreneurs,  we  are  real- 
ly able  to  use  our  natural 
abilities  to  empower  others 
in  our  own  companies." 

What's  more,  women  tend 
to  measure  success  differ- 
ently. While  they  care  about 
profits,  they  believe  their  ul- 
timate success  rests  on  the 
development  of  their  em- 
ployees and  on  exceeding 
customer  expectations,  says 
Nancy  C.  Pechloff,  director 
of  the  Enterprise  Group  at 
Arthur  Andersen  &  Co. 
"Women  are  likely  to  spend 
more  money  on  training  and 
developing  their  people  be- 
cause they  think  that's  going 
to  give  them  a  competitive 
advantage,"  she  explains. 

Marilyn  Burns's  business 
sums  up  the  female  style  of 
management.  Burns  has 
stressed  employee  development  almost 
from  the  day  she  founded  Marilyn  Burns 
Education  Associates  in  1984  to  help 
teachers  teach  math  better.  To  share 
ideas  with  her  17  employees  and  65  inde- 
pendent consultants.  Burns  installed  an 
electronic  bulletin  board.  Her  office  staff- 
ers in  Sausalito,  Calif.,  attend  two  day- 
long retreats  each  year  and  are  encour- 
aged to  take  seminars  and  classes  to 
improve  everything  from  writing  to  com- 
puter skills.  A  "staff  development  com- 
mittee" creates  in-house  training  pro- 
grams, and  a  "barometer  committee" 
handles  gripes  and  suggestions  at  the 
$2.4  million  company.  "It  has  to  be  a 
learning  environment,"  says  Burns. 
SENSITIVE.  The  female  management  ap- 
proach is  being  felt  by  the  employees  of 
women-owned  businesses.  Economists 
have  long  debated  the  quality  of  jobs 
created  by  small  businesses,  which  often 
offer  lower  pay  and  fewer  benefits  than 
big  corporations.  But  a  study  soon  to 
be  released  by  the  NFWBO  finds  that 
women-owned  companies,  while  likely 
to  provide  the  same  basic  benefits  as 
all  small  companies,  are  more  likely  to 
offer  tuition  reimbursement  and  flex- 
time.  Moreover,  women  business  owners 
are  more  likely  to  offer  profit-sharing 
for  employees  at  an  earlier  stage  in  the 
life  of  the  company  (chart,  page  108). 

Gun  Denhart,  for  one,  says  she's  sen- 
sitive to  her  workers'  needs.  The  CEO  of 
Hanna  Andersson  in  Portland,  Ore.,  a 
$43  million  cataloger  that  sells  children's 
clothing,  pays  for  half  of  her  employ- 
ees' child-care  costs,  up  to  $3,000  a  year. 
"We  definitely  have  other  goals  than 
just  the  bottom  line,"  says  Denhart. 


In  addition  to  a  more  worker-friendly 
environment,  companies  run  by  women 
entrepreneurs  may  offer  a  more  secure 
job  than  the  typical  small  business.  Par- 
adoxically, that  may  be  because  women's 
businesses  don't  grow  as  fast  as  men's 
do.  Some  blame  outright  discrimination 
or  a  lack  of  access  to  capital  for  the 
slower  expansion.  But  small-business 
consultant  David  L.  Birch,  president  of 
Cognetics  Inc.,  speculates  that  many 
women  are  reining  in  growth  because  of 
concerns  about  quality,  customer  ser- 
vice, and  employees.  In  a  study  of  wom- 
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en-owned  companies  that  Birch  comj 
ed  in  1992  for  the  NFWBO,  he  found 
women's  companies  were  twice  as  lil 
as  all  companies  to  be  stable  or  si 
growing.  And  that,  in  turn,  may  m  ts 
that  it's  safer  to  work  for  a  won 
owned  company:  About  15%  of  the  w  I  mi 
en-owned  businesses  showed  job  los 
compared  with  23%  of  all  busines 
says  Birch. 

Consider  Sue  Carroll,  owner  of  C<  '% 
try  Garden  Inc.,  which  produces 
accessories  and  bridal  pieces.  Her 
year-old  company  employs  20  peopl 


A  LANDMARK 
IN  WOMEN'S  NETWORKING 


When  the  Women  &  Children 
First  bookstore  has  guest 
speakers  in  the  evenings,  co- 
owner  Ann  Christophersen  will  often  sug- 
gest that  customers  grab  dinner  at  near- 
by Ann  Sathers,  a  Swedish  restaurant 
co-owned  by  Debbie  Tunney.  And  on 
some  mornings,  Tunney  will  send  over  a 
dozen  of  Sathers'  Chicago-famous  cinna- 
mon rolls  for  the  bookstore's  early  shop- 
pers. Looking  for  clothes?  Either  woman 
will  direct  folks  to  woman-owned  Pret  or 
Studio  90,  a  short  stroll  away. 

Meanwhile,  up  the  street  at  the  Land- 
mark, a  two-story  Victorian  structure  on 
Clark  Street,  17  shop  owners,  mostly 
women,  have  banded  together  in  a  unique 
cooperative  to  become  better  business- 
women. Shopkeepers  rent  space  at  the 


(ol  1 

B  - 


their 


Landmark.  In  exchange,  co-ow  Si 
Baxter  and  manager  Dinah  Pedr 
advice  on  everything  from  orderi 
to  operating  a  cash  register.  "Vv  : 
an  incubator,"  says  Baxter. 
mutual  aid. Welcome  to  Andei 
For  women  entrepreneurs  as  1  irs 
networking  can  be  a  crucial  ek 
success.  And  here  in  this  bustling 
neighborhood  20  minutes  north 
town,  the  benefits  of  such  mutua  I 
clear.  One  of  Chicago's  safer  n  fc?  aft 
hoods,  the  area  has  long  attract© 
shop  owners.  And  that  in  turn 
tracted  more  women  shoppers  i 
more  woman-owned  businesses 
more,  the  surge  in  local  entre 
ship  has  given  women  some  politi 
The  district's  current  alderwomar 
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26.4% 

Of  TOTAL 


kland.  Wash.,  and 

about  $1  million  in 
!S.  Carroll  is  not 
inst  making  money. 

she  believes  the  de- 
ids  of  a  bigger  com- 
y  wouldn't  allow  her 
:hange  her  product 
5  quickly  enough  to 

her  customers.  "We 

Id  lose  some  of  the 
dom  we  have  now 
e  grow  much  more," 
i  Carroll. 

dles.  As  their  com- 
es multiply,  women 
epreneurs  are  gain- 
more  clout.  Often 
uded  from  the  old 
networks,  women 
forming  their  own 
ps  to  swap  manage- 
t  ideas  and  custom- 
;ads.  Since  1991,  the 
onal  Association  of 
len  Business  Own- 
has  seen  its  mem- 
hip  rise  38%,  to 
3.  And  grass-roots  efforts  are  blos- 
ing,  too  (box). 

espite  their  gains,  women  entrepren- 
still  face  huge  obstacles.  Although 
e  has  been  some  progress  on  the 
icing  front,  they  still  have  problems 
ng  money.  Lacking  access  to  many 
tional  credit  sources,  52%  of  women 
aess  owners  used  credit  cards  for 
t-term  financing  during  1992,  ac- 
ing  to  a  survey  by  the  nfwbo.  That 
>ares  with  only  18%  for  all  small- 
idsize  companies.  And  women  have 
d  in  grabbing  their  share  of  busi- 
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ness.  Data  from  1987,  the  latest  avail- 
able, show  women-owned  businesses, 
which  then  accounted  for  27%  of  all  com- 
panies, with  only  4.5%  of  all  business 
receipts.  Women  also  get  only  1.5%  of 
the  $200  billion  spent  by  Washington  to 
purchase  goods  and  services. 

Whatever  the  hurdles,  there's  plenty 
of  fuel  to  keep  this  entrepreneurial  fire 
burning.  The  downsizing  of  Corporate 
America,  the  so-called  glass  ceiling  that 
blocks  women  from  top  jobs,  and  a  de- 
sire to  balance  work  and  family  are 
among  the  driving  forces.  "Women  are 


finding  it's  time  to  own 
the  system  and  not  just 
ask  permission  to  join 
it,"  says  Joline  Godfrey, 
founder  of  An  Income 
of  Her  Own,  a  national 
program  that  introduces 
teenage  girls  to  entre- 
preneurship. 

Goldman  came  to  a 
similar  conclusion  when 
she  started  Gianna 
International.  She  had 
spent  three  years  as  a 
product  manager  at 
General  Mills  Inc.  but 
felt  her  career  prospects 
were  limited.  When  she 
saw  no  women  on  the 
executive  roster,  she 
says:  "I  knew  that  could 
hurt  me."  Goldman  also 
wanted  to  start  a  family 
eventually,  but  she 
feared  kids  would  land 
her  on  the  Mommy 
Track,  stunting  her  ca- 
reer prospects  further. 
Those  concerns  persisted  when  she  later 
went  to  work  for  Minnetonka.  "My  feel- 
ing is  that  a  boss  and  a  baby  don't  mix," 
she  says.  Today,  Goldman  sells  stylish 
photograph  frames  to  such  powerhouse 
retailers  as  Dayton  Hudson  Corp.  and 
Saks  Fifth  Avenue.  She's  hoping  that 
her  business  will  soon  have  enough  mo- 
mentum to  allow  her  to  start  planning  a 
family. 

Some  women  are  drawn  to  small  busi- 
ness because  they  believe  they  can  ac- 
complish far  more  professionally  by  run- 
ning their  own  enterprise.  "In  the 


,h,  who  is  backed  by  local  shop 
'You  definitely  feel  a  woman's 
und  here,"  says  Tunney. 
>uch  manifests  itself  in  the  way 
m  of  Andersonville  try  to  help 
ler  survive  the  daily  rigors  of 
.  small  business.  Baxter,  a  one- 
esaler  of  American  crafts  and  a 
hood  resident  for  29 
lped  launch  the  Land- 
986  to  reduce  the  costs 
I  retail  businesses.  The 
ers  at  the  Landmark 

toil  away  at  full-time 

their  businesses  take 
is  required  to  work  at 
nark  at  least  one  day  a 
dng  after  her  own  shop 
is  those  of  neighbors 
t  on  duty. 

ndmark  doesn't  discrim- 
nst  men,  but  historical- 

of  the  cooperative's 
have  been  women  who 

chance  to  start  their 
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own  business.  Lauralee  Reese,  33,  is  typ- 
ical of  the  Landmark's  tenants.  A  full- 
time  advertising  executive,  she  owns  a 
gift  shop  that  sells  everything  from  can- 
dles to  coffee  mugs.  And  she  has  found 
life  in  the  Landmark  supportive.  Pedroza 
gives  her  feedback  on  what  customers 
are  asking  for.  Reese  has  also  learned 


how  to  display  goods  attractively.  So  far, 
four  local  shops,  including  two  owned  by 
men,  have  graduated  from  the  Landmark 
to  storefronts  of  their  own. 

It  isn't  just  the  women  of  Anderson- 
ville who  feel  the  spirit  of  cooperation. 
After  Julie  Ansell  opened  her  restau- 
rant, Zasu,  last  year,  Andie  Tamras,  the 
male  owner  of  Andie's  Restau- 
rant, which  serves  Greek  and 
Lebanese  food,  came  by  and  of- 
fered counsel,  including  tips  on 
hiring  waiters.  "If  there  ai*e  more 
successful  businesses  in  the 
neighborhood,  it's  better  for  me," 
says  Tamras.  No  doubt.  The 
night  1,000  people  showed  up  to 
hear  Gloria  Steinem  at  Women 
&  Children  First  two  years  ago, 
his  receipts  went  up  20%.  Net- 
working does  have  a  payoff. 

By  Kevin  Kelly  in  Chicago 

WOMEN  SHOP  OWNERS  RUN  A 
UNIQUE  COOPERATIVE  AT 
CHICAGO'S  LANDMARK  BUILDING 
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corporate  environment,  there  are  so 
many  limitations  placed  on  you,"  says 
Deborah  L.  Hueppeler,  a  Wharton 
School  MBA  who  left  Merrill  Lynch  Pri- 
vate Capital  in  Dallas  and  bought  a 
chain  of  28  brake-repair  shops  in  1990 
with  a  local  investor's  aid.  She  plans  to 
expand  the  $10  million  Just  Brakes 
Corp.  to  200  shops  within  five  years. 

Still,  entrepreneurship  can  be  an  espe- 
cially risky  and  daunting  effort  for  wom- 
en. Women  entrepreneurs  typically  start 
out  with  far  less  capital  than  their  male 
counterparts.  A  recent  Marquette  Uni- 
versity study  of  Wisconsin  entrepren- 
eurs found  that  women  had  a  median 
startup  amount  of  $15,000  for  a  one- 
woman  company,  compared  with  $36,000 
for  male  entrepreneurs.  That  may  be 
because  women  often  start  service  busi- 
nesses that  need  less  capital  or  because 
they  have  fewer  assets  for  collateral. 
And  their  personal  networks  may  fall 
short.  "Men  still  tend  to  belong  to  organ- 
izations where  a  handshake  and  a  re- 
ferral will  get  them  the  money  they 
need  to  get  started,"  says  Wendy  Reid- 
Crisp,  national  director  of  the  National 
Association  for  Female  Executives. 
customer  chase.  Some  experts  also  be- 
lieve that  many  women  are  simply  more 
cautious  in  their  borrowing,  more  easily 
intimidated  by  lenders,  and  less  informed 
about  financing  sources.  Cynthia  L.  lan- 
narelli,  director  of  the  National  Education 
Center  for  Women  in  Business  at  Seton 
Hill  College  in  Greensburg,  Pa.,  also  says 
that  it  doesn't  help  that  most  bankers 
and  accountants  are  men,  many  of  whom 
"still  have  these  stereotypical  ideas  about 
what  women  can  do." 

Rochelle  Zabarkes  certainly  wishes 
she  had  started  out  with  more  capital 
when  she  opened  a  specialty  food  store 
on  Manhattan's  trendy  Upper  West  Side 
in  1991  after  20  years  as  a  video  produc- 
er. At  first,  she  scraped  together  funds 
from  friends,  family, 
and  business  contacts. 
With  $50,000  in  hand, 
she  then  turned  to  the 
Manhattan  Borough 
Development  Corp.  and 
the  National  Associa- 
tion for  Female  Exec- 
utives, raising  an  addi- 
tional $210,000.  Still, 
the  financial  cushion 
proved  too  thin  when 
customer  traffic  fell 
off  during  the  recent 
recession.  "If  I  had  to 
do  it  over  again,  I 
would  ask  for  $1  mil- 
lion," says  Zabarkes, 
who  has  kept  Adriana's 
Bazaar  afloat  only  af- 
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Although  her  compam 
had  a  nine-year  recor 
of  success,  she  was 
refused  expansion 
funds  by  a  half-dozen 
venture-capital  firms. 
Tompkins  managed 
anyway,  but  she 
figures  that  a  lack  of 
resources  meant  a 
year's  delay  in 
introducing  an 
interactive  marketing 
software  package 
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ter  losing  her  home,  filing  for  personal 
bankruptcy,  and  placing  her  company  in 
Chapter  11.  She  expects  she  will  finally 
break  even  this  year— just  as  the  land- 
lord is  threatening  to  evict  her  over 
$50,000  in  unpaid  rent. 

Even  women  who  own  thriving  busi- 
nesses often  have  a  hard  time  obtaining 
capital  to  grow.  When  she  needed  $3 
million  for  expansion  last  year,  Paula 
George  Tompkins  didn't  go  to  any  bank. 
Instead,  she  sought  funding  from  a  half- 
dozen  venture-capital  firms  so  her  com- 
pany, SoftAd  Group,  could  introduce 
new  interactive-marketing  software  and 
services.  Even  with  a 
nine-year  record  and 
sales  of  about  $5  mil- 
lion for  her  Mill  Valley 
(Calif.)  company,  Tomp- 
kins was  turned  down. 

It  didn't  help  that 
her  business  was  a  la- 
bor-intensive service 
company,  she  admits. 
But  she  also  believes 
the  refusals  had  a  lot 
to  do  with  her  gender. 
"I'm  young.  I'm  a  wom- 
an. I  just  don't  think 
they  took  me  very  seri- 
ously," she  says.  So 
Tompkins,  41,  "boot- 
strapped" the  expan- 
sion with  internal  funds 


PERCENT  OF 
SMALL  BUSINESSES 
OFFERING  BENEFITS' 
I  WOMEN  OWNED  O  ALL 


and  overtime  from  her  employees, 
she  says  she  lost  a  year  in  the  ma 
place  with  her  new  products. 

Drumming  up  customers  can  be 
as  challenging  as  chasing  capital.  M 
women  still  find  themselves  on  the 
when  it  comes  to  male-dominated  I 
ness  networks,  a  convenient  metho 
scoping  out  prospective  clients.  No 
and  Sterba,  for  instance,  say  they  v 
denied  membership  in  a  local  Cleve 
trade  association  because  they  suppc 
ly  didn't  fit  the  criteria  in  the  byl 
"No  one  ever  showed  us  the  byla 
says  Sterba.  That  hasn't  stopped 
pair.  They  have  called  on  customers 
colleagues  they  had  dealt  with  at  t 
previous  jobs,  who  offered  advice 
everything  from  products  to  lead; 
customers.  "We're  both  very  aggres 
individuals,"  says  Sterba. 

Minority  women  can  feel  even  r 
frozen  out.  Just  ask  Ella  D.  William; 
African-American  and  owner  of  A 
Systems  Inc.  in  Oxnard,  Calif.,  an  ( 
neering  and  consulting  company.  De: 
13  years  with  Hughes  Electronics 
systems  analyst,  Williams  had  a  t( 
time  landing  her  first  contract  when 
struck  out  on  her  own  in  1981.  "Th< 
a  general  negativity  about  doing  1 
ness  with  minorities,  as  if  we  d, 
know  anything,"  she  says.  "Prejudi 
part  of  business.  You  have  to  deal 
it  and  can't  dwell  on  it,  or  it  overwh 
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you."  To  reach  potential  clients,  she  says, 
she  followed  her  mother's  advice  about 
getting  to  a  man's  heart.  "I  started  mak- 
ing cheesecakes,  breads,  and  muffins 
and  took  them  on  sales  calls.  I  still  do 
that  today,"  says  Williams,  53. 

Perhaps  the  one  dream  women  en- 
trepreneurs relinquish  is  the  notion  that 
they'll  have  more  time  for  themselves 
and  their  families.  Wendy  Wilson  left 
her  job  as  head  of  investor  relations  at 
AMR  Corp.,  parent  of  American  Airlines 


Inc.,  after  five  years  of  working  14-hour 
days  and  weekends  because  "I  wanted  to 
have  a  life."  Now,  she's  working  even 
longer  hours  at  her  own  investor-rela- 
tions company.  And  she  often  has  trou- 
ble sleeping.  But,  she  says,  "I'm  much 
happier  because  I'm  in  control  of  it." 

As  more  women  take  control  of  their 
economic  destinies,  Wilson  isn't  the  only 
one  staying  awake  nights.  And  with 
their  growing  visibility  and  clout,  Wilson 
and  other  women  entrepreneurs  may 


soon  feel  comfortable  ignoring  tlj 
mothers  when  they  ask:  "Have 
thought  about  getting  a  real  job?" 

By  Wendy  Zellner  in  Dallas,  with  I 
W.  King  in  Rowayton,  Conn.,  Veroi\ 
N.  Byrd  in  New  York,  Gail  DeGeorg 
Miami,  Jane  Birnbaum  in  Lou  Angt\ 
and  bureau  report* 


For  information  on  reprints  of  this  Special  Report 
Business  Week  Reprints  at  609  426-5494,  or 
Business  Week  Reprints,  P.O    Box  457,  Hights 
N.J.  08520. 


CLOSING  THE  GENDER  GAP— WITH  CAPITAL 


When  Michele  Goss  wanted  to 
start  a  Houston  bakery  for 
people  on  sugar-restricted  di- 
ets in  1992,  local  banks  wouldn't  give 
her  any  dough.  Her  collateral  was  mea- 
ger, and  if  she  failed,  her  inventory 
was  too  perishable  to  seize.  Unde- 
terred, Goss  borrowed  $15,000  on 
four  credit  cards  and  cashed  in 
her  $45,000  individ-  t 
ual  retirement  ac-  ^  ' 
count.  "No  one  was 
willing  to  take  the 
risk.  It  was  real 
scary,"  she  says. 

True,   many  small 
businesses  have  a  har 
time  raising  money,  but 
women  entrepreneurs  seem 
to  have  it  even  tougher. 
How  come?  Women  often 
start  businesses  in  the  ser- 
vice sector,  where  startup 
costs  are  low,  so  they  typi- 
cally seek  small  loans  that 
are   less   profitable  for 
banks.  And  they  often  lack 
collateral.  More  important, 
women  complain  about  dis- 
crimination against  female 
borrowers.  That's  especial- 
ly true,  they  say,  among 
venture  capitalists,  where 
the  old  boy  network 
creates  a  gender  gap 
when  it  comes  to  those 
all-important  contacts. 

Still,  as  the  number 
of  women  entrepren- 
eurs soars,  lenders  are 
slowly  loosening  their 
purse  strings.  Begin- 
ning this  summer,  for 
example,  the  Small 
Business  Administra- 
tion is  launching  a  pilot 
program  in  10  cities  to 
guarantee  loans  before 


women  entrepreneurs  approach  lend- 
ers. This  precertification  should  give 
additional  comfort  to  lenders  and  speed 
up  loan  approvals.  Applicants  must 
submit  a  detailed  business  plan, 
along  with  a  statement  of  their 
finances.  The  program  will  roll 
out  first  in  Chicago,  Columbus, 
Ohio,  and  Albuquerque,  where 
interested  borrowers  can  contact 
local  sba  offices. 

(      Bankers,  too,  are  be- 
coming more  accommodat- 
ing. Indeed,  many  banks 
see  the  growing  number 
of  women-owned  businesses 
as  a  potentially  lucrative  mar- 
ket. San  Francisco-based  Bank  of 
America,  for  one,  has  a  special 
loan  program  aimed  at  women 
and  minorities  with  existing 
businesses.  Borrowers  don't  need 
collateral,  but  they  have  to  have  a 
two-year  track  record,  and  they 
must  be  profitable. 

Of  course,  most  banks  still  de- 
mand collateral.  For  those  borrow- 
ers with  little  or  no  assets,  the 
first  step  in  obtaining  financing 
may  be  to  find  someone  willing  to 
guarantee  their  loan.  The  SBA 
isn't  the  only  such  guarantor. 
Women's  Business  Development 
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WHERE  WOMEN  CAN  FIND  STARTUP  FUNDS 

BANKS  Surprise:  Your  local  lender  may  be  a  good  place  to  start. 
Many  big  banks,  including  Bank  of  America  and  Harris  Trust,  have  be 
gun  special  loan  programs  aimed  at  minorities  and  women. 

ftfllCROLEHDERS  Sometimes  a  loan  of  $1 ,000  or  less  is  all  that's  need- 
ed. To  obtain  small  credits,  contact  Accion  International,  a  Cambridge 
(Mass.)-based  nonprofit  group.  Local  programs,  such  as  Chicago's 
Women's  Self-Employment  Project,  also  offer  small  loans. 


GUARAHTEES  Some  state  and  municipal  agencies  offer  loan  guaran- 
tees, sometimes  through  local  nonprofit  groups.  The  Small  Business  Ad- 
ministration also  plans  to  launch  a  special  loan-guarantee  program  for 
women  entrepreneurs  this  summer. 


Center,  a  nonprofit  Chicago  organi 
tion  that  offers  workshops  and  set 
nars  on  women's  entrepreneurship,  v 
pledge  a  maximum  of  $15,000  or  5( 
of  the  loan,  whichever  is  less,  for  lo 
entrepreneurs.  There  is  a  $75  applii 
tion  fee. 

impact.  Women  entrepreneurs  w 
need  just  a  small  amount  of  capital 
get  started  might  consider  Acci 
International.  For  20  years,  the  n< 
profit  Cambridge  (Mass.)-based  Acci 
has  been  offering  microloans  to  worn 
throughout  Latin  America.  Now, 
expanding  its  U.  S.  presence.  With 
fices  in  Brooklyn,  N.Y.,  and  All 
querque,  it  plans  to  open  up  shop 
San  Antonio  by  May  and  in  Chica 
and  San  Diego  by  yearend.  Accion 
fers  three-  to  six-month  loans,  rai 
ing  in  size  from  $500  to  $1,000.  In  t 
past,  the  loans  have  been  used  to  b 
computers  or  pay  for  advertising 
interest  rates  are  steep— close  to  16 
But  the  group  says  the  rate  refle> 
the  cost  of  making  lots  of  small  loai 
There  are  even  signs  that  ventt 
capitalists  are  warming  to  worm 
owned  businesses.  Goss,  for  one,  is 
ready  feeling  the  impact  of  worm 
friendlier  venture  capitalists.  Alliai 
Capital  of  Houston,  a  venture-capi 
firm  aimed  at  women  and  minoriti 
has  agreed  to  invt 
$35,000    in  Gem 
vieve's,    which  h 
$180,000  in  sales 
year,  in  exchange 
an  equity  stake.  G 
will  use  the  mor 
partly  to  pay  down 
credit-card  debt, 
success  may  be  sug 
free.  But  it's  just 
sweet. 

By  Susan  Chand 
in  Chicago,  with  K 
Murphy  in  Houston 


SPECIAL 


Lease  A  Leader. 


$ 


269 


Per  Month 

For  24  Months       Chrysler  Concorde.  "1993  Automobile  of  the  Year."  -Automobile  Magazh 


For  24  Months       Chrysler  New  Yorker.  "Best  in  Class."  -Kiplinger's  Personal  Finance  Maga;i 


For  24  Months       Chrysler  LHS.  "A  Great  Luxury  Sedan  Value."  -Car  &  Driver  Magazi 


i  hrysler  See  Your  Chrysler-Plymouth  Dealer. 


Vlymoutfi 


For  more  information  call  1-800-4  A-CHRYSLER,  24  hours  a  day,  seven  days  a  week. 

*For  qualified  lessees  through  Gold  Key  Lease,  Inc.  on  new  '94's.  Based  on  MSRPs  of  $21,027  (Concorde  w/22B  pkg.),  $27,474  (NY  w/26B  pkg.)  and  $30,876  (LHS 
w/26J  pkg.)  minus  dealer  participation  of  $1,000  (Concorde),  $2,050  (NY)  or  $2,485  (LHS).  Title,  tax,  lie.  &  insur.  extra.  Up  front:  down  payment  of  $2,680 
(Concorde),  $5,600  (NY),  $3,700  (LHS).  1st  mos.  pymt.,  refundable  deposit  of  $300  (Concorde),  $325  (NY),  $375  (LHS).  Total  of  pymts.:  $6,456  (Concorde), 
$7,056  (NY),  $7,896  (LHS).  Pay  for  excess  wear  &  tear,  15tf/mi.  over  24,000  +  $275  disposition  fee  (if  vehicle  returned  at  end  of  term).  Offer  ends  5/31/94.  Dealer 
prices  vary.  Option  to  buy  at  lease  end  at  pre-set  price.  Concorde  wheels  shown,  optional. 
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INFORMATION  MANAGEMENT  I 


TRUCK  LANES 

FOR  THE  INFO  HIGHWAY 


CommerceNet,  a  bazaar  for  Silicon  Valley,  may  help  shape  a  far  larger  business  infrastructure 


Ah,  the  Information  Superhigh- 
way. Sit  hack,  zapper  in  hand, 
and  net-surf  through  hundreds 
of  specialized  television  shows,  vast  data 
hanks,  and  limitless  electronic  shopping 
malls.  That's  the  picture  that  telephone, 
cable-TV,  and  computer  companies  have 
been  tirelessly  conjuring  up  for  the  past 
year.  But  as  the  number  of  deflated 
megadeals  and  delayed  trials  adds  up, 
it's  becoming  clear  that  the  electronic- 
market  and  interactive  playground  for 
consumers  is  years  away. 

Still,  what  could  be  a  much  more  im- 
portant part  of  the  Info  Highway  is  rap- 
idly taking  shape:  the  truck  lanes  that 
will  help  companies  conduct  business 
electronically.  Businesses  are  recogniz- 
ing that  a  high-speed  information  infra- 
structure can  play  a  big  part  in  speeding 
the  pace  of  operations  and  cutting  costs. 
They  see  the  potential  to  save  costs  and 
boost  responsiveness  every  time  they 
can  move  a  transaction  from  paper  to 
electronic  form.  They're  well  steeped  in 
computers  and  networking,  too.  And 
they're  under  constant  pressure  to  dis- 
mantle outdated  vertical  organizations 
and  intensify  their  partnerships  with 
other  companies.  "Business  is  much  more 
ready  for  this  type  of  thing,"  says  Benn 
Konsynski,  professor  at  Emory  Univer- 
sity's business  school.  "It  knows  what 
it  wants." 

That's  why.  on  Apr.  12,  a  group  of 
about  20  big  Silicon  Valley  companies,  in- 
cluding Intel,  Sun  Microsystems,  Hew- 
lett-Packard, Pacific  Bell,  and  Apple 
Computer,  plan  to  jump-start  the  most 
ambitious  elec- 
tronic market- 
place yet.  Called 


CommerceNet 
and  backed  by 
$12  million  in 
federal,  state, 
and  private 
funds  for  devel- 
oping software, 
it's  designed  not 


only  to  get  purchase  orders  moving 
around  the  Valley  at  warp  speed  but 
also  to  serve  as  a  technological  hothouse 
in  which  to  test  all  sorts  of  ideas  for 
conducting  commerce  over  the  far-flung 
Internet  and  other  data  networks.  It 
may  inspire  other  industries  to  build 
similar  electronic  marketplaces.  More 
important  to  the  initial  backers,  though, 
is  that  the  network  may  spawn  new 
technologies  and  companies  and  give  the 
high-tech  companies  that  are  creating 
CommerceNet  a  major  role  in  shaping 
the  nation's  electronic  infrastructure. 
money  ferrets.  Electronic  commerce  is 
hardly  a  new  idea.  In  the  30  years  since 
the  first  computerized  reservation  sys- 
tems appeared,  the  travel  industry  has 
become  an  electronic  bazaar  where 
agents— and  increasingly  consumers, 
too— can  purchase  anything  from  tick- 
ets for  camel  rides  in  Egypt  to  pack- 
age tours  of  Disneyland.  And  there  are 
similar  networks  for  hospital  supplies, 
auto  parts,  and  insurance.  Also,  an  esti- 
mated 40,000  U.  S.  companies  routinely 
exchange  electronic  invoices  and  other 
business  forms  directly  from  one  com- 
puter to  another— a  scheme  called  elec- 
tronic data  interchange  (EDI). 

CommerceNet's  backers  have  some- 
thing more  ambitious  in  mind.  If  it 
works  as  planned,  this  collection  of  inde- 
pendent but  tightly  interconnected  com- 
puters will  evolve  to  support  a  variety 
of  intimate  electronic  links  between  busi- 
nesses and  thus  squeeze  out  inefficien- 
cies and  lower  costs  for  all  participants. 
The  goal  is  to  "help  different  companies 


VIRTUAL 
ASPHALT 

Some  building  blocks 
for  CommerceNet, 
Silicon  Valley's  ex- 
perimental Informa- 
tion Superhighway 
for  business 


MULTIMEDIA  CATALOGS 


will  advertise  and  describe 
electronic  parts  and  servic- 
es using  text,  drawings, 
sound,  and  video  clips.  They 
can  be  updated  daily  to  keep 
abreast  of  changing 
markets. 


HYPERTEXT 


software  will  make  it  pos- 
sible to  sort  through  prod- 
uct data  or  bid  specifications 
and  combine  information 
from  many  computers  on 
the  network. 


HiMJJIJItgTiT 


are  programs  that  v 
matically  search  for 
price  and  availabilit 
specified  item.  Thej 
"know"  their  owner 
ences  and  budget 
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k  together  as  closely  as  if  they  were 
ally  departments  within  the  same 
pany,"  says  Jay  Marty  Tenenbaum, 
of  CommerceNet's  project  manager 
main  software  builder,  called  En- 
rise  Integration  Technologies  Corp. 
Tiat  will  that  mean?  At  first,  just  a 
ile  of  bulletin  boards  to  exchange 
•mation,  an  on-line  library  of  soft- 
1  that  members  will  need  to  partici- 
,  and  methods  for  handling  tradi- 
d  EDI  traffic  over  the  Internet.  Also, 
ambers-only  computer  store  will  be 
he  net— with  some  20,000  hardware 
software  items  offered  at  prices  be- 
those  at  mail-order  outlets,  a  store 
al  promises.  As  the  year  progresses, 
ibers  will  be  able  to  order  up  many 
s  of  electronic  components,  comput- 


ers, and  services— or  offer  their  own. 
Software  is  in  the  works  at  Stanford 
University  and  elsewhere  to  help  engi- 
neers at  different  CommerceNet  com- 
panies collaborate  on  joint  projects  with- 
out leaving  their  desks.  Also  planned 
for  delivery  in  a  year  or  so  are  intelli- 
gent "agent"  programs  that  would  ferret 
out  the  best  deals  in  microchips  and  oth- 
er parts  in  the  electronic  market. 

The  first  big  payoff  will  be  in  more  ef- 
ficient methods  for  companies  to  distrib- 
ute product  information.  Take  something 
as  simple  as  sales  brochures  and  de- 
tailed spec  sheets.  Randall  Whiting,  cor- 
porate manager  for  electronic  sales  pro- 
motion at  Hewlett-Packard  Co.,  reckons 
that  his  company  currently  keeps  from 
30,000  to  40,000  printed  items  on  hand 
to  describe  its  20,000 
different  offerings. 
Over  CommerceNet, 
buyers  will  be  able  to 
pore  over  much  of 
that  information  elec- 
tronically, viewing 
multimedia  catalogs 
that  will  add  voice, 
animations,  and  even- 
tually video  clips  to 
the  usual  text  and 
graphics.  One  idea  for 
the  future,  Tenen- 
baum adds,  is  for  cat- 
alogs to  automatically 
establish  videophone 
links  to  a  supplier's 
help  desk  when  the 
customer  needs  infor- 
mation not  on  the 
network. 

What  makes  it  pos- 
sible for  Commerce- 
Net  members  to  even 
dream  of  such  ad- 
vanced tools  is  the 
project's  roots  in  the 
unique  culture  of  the 
Internet.  That's  the 
amorphous,  volunteer- 
operated,  and  very 
public  collection  of 
university  and  corpo- 
rate computer  net- 
works that  now  con- 
nects upwards  of 
10,000  computers  and 
20    million  people 


ER  SIMULATIONS      I  COLLABORATION  SOFTWARE 


:ustomers  take  re- 
t  drives"  of  micro- 
nputers,  and 
iponents  that  may 
lone  into  produc- 


will  help  engineers  in  dif- 
ferent companies  work  to- 
gether, even  across  long 
distances.  They'll  include 
videophone  services  and 
computer-aided  design. 


CONTRACTING  SYSTEMS 


use  advanced  cryptograph- 
ic techniques  to  help  busi- 
nesses sign  deals  that  have 
legal  standing  and  move 
money  securely  through 
cyberspace. 


worldwide.  The  Internet  community  has 
developed  a  strong  ethic  of  always  using 
standards  when  building  new  software 
and  sharing  that  software  as  widely  as 
possible— a  good  way  of  drawing  on  a 
multitude  of  good  minds. 
PIZZA  POWER.  By  connecting  its  mem- 
bers' computers  over  the  Internet,  Com- 
merceNet gains  immediate  access  to 
much  advanced  programming  and  think- 
ing about  networks,  not  to  mention  a 
national  and  even  global  presence.  Singa- 
pore, a  nation  determined  to  make  itself 
an  Information  Age  powerhouse,  is  al- 
ready involved,  and  by  yearend,  Tenen- 
baum says,  several  hundred  U.  S.  compa- 
nies will  be  participating. 

"Tremendous  creativity  is  going  to 
be  unleashed  by  CommerceNet,"  says 
Eric  Schmidt,  chief  technical  officer  at 
Sun  Microsystems.  Like  many  computer 
companies,  Sun  relies  on  networks 
throughout  its  business,  from  helping 
late-night  programmers  automatically 
order  pizza  deliveries  to  using  comput- 
ers on  the  Internet  to  post  software 
updates  that  customers  can  copy  into 
their  Sun  computers. 

Today,  after  two  decades  of  use  by 
engineers,  scientists,  and,  lately,  by  ad- 
venturous PC  owners,  the  Internet  is  at 
a  turning  point.  Although  some  old- 
timers  object,  the  network  is  going 
commercial— if  only  because  it's  there, 
it  works,  and  it's  essentially  free  for 
businesses  to  use.  And  all  those  years  of 
free-form  experimentation  should  pay 
off.  Internet,  says  Jerry  Michalski,  com- 
munications analyst  at  publisher  EDven- 
ture  Holdings  Inc.,  is  "an  immense,  fer- 
tile Petri  dish  for  communications 
concepts."  The  net,  as  its  devotees  call 
it,  is  where  many  of  the  thorniest  prob- 
lems of  successfully  conducting  business 
in  public  cyberspace  are  actually  get- 
ting solved. 

One  such  problem  is  how  to  help  cus- 
tomers find  what  they're  looking  for  in  a 
large  network— especially  when  the  infor- 
mation is  constantly  changing  as  suppli- 
ers and  products  come  and  go.  Com- 
merceNet's founders  envision  their 
system  eventually  connecting  all  play- 
ers in  the  electronics  business,  even  one- 
person  consulting  shops.  Each  one  of 
those,  though,  will  be  responsible  for 
its  presence  on  the  net— created  either 
by  plugging  in  its  own  computer  to  the 
system  or  by  renting  time  on  someone 
else's  Internet  "node." 

CommerceNet  will  rely  heavily  on 
Internet  programs  called  World  Wide 
Web  and  Mosaic,  which  will  hide  from 
buyers  and  sellers  the  Internet's  mind- 
numbing  minutiae  and  complexity.  All 
information  will  be  presented  to  buyers 
in  a  series  of  eye-pleasing  pages,  using 
color,  graphics,  and  imaginative  typogra- 
phy. These  pages,  although  stored  on 
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many  different  computers  on  the  net, 
will  be  linked  together  by  software  to 
create  what  appears  to  the  viewer  as  a 
unified  web,  or  "hypertext." 

With  Mosaic,  a  buyer  can  browse  eas- 
ily from  page  to  page.  Each  page  will 
contain  visual  clues— a  map  of  imaginary 
rooms,  say,  or  highlighted  words— to 
show  where  the  click  of  a  computer 
mouse  will  jump  him  to  some  new  page 
in  the  web.  Tenenbaum's  EIT  will  main- 
tain CommerceNet's  "home"  pages,  which 
will  be  the  starting  points  for  entering 
the  web  and  viewing  directories  about 
what's  available  there. 

Tenenbaum  reckons  that  suppliers  can 
spend  as  little  as  $15,000 
for  the  first  year  on  Com- 
mereeNet,  which  includes 
buying  a  dedicated  com- 
puter. By  yearend,  he 
hopes  to  have  software 
starter  kits  available  in 
local  stores.  And  once  at- 
tached, he  says,  even  the 
smallest  startup  may 
compete  with  the  Valley 
giants— at  least  in  terms 
of  being  visible  to  cus- 
tomers and  exchanging 
data  at  virtually  no  cost. 
"We  expect  to  see  busi- 
nesses created  that  no 
one  has  ever  conceived  of 
before,"  Tenenbaum  says. 
One  category:  specialized 
information  services  that, 
using  paper,  would  not 
be  viable. 

HANDS  OFF.  No  business 
will  get  done  on  the  net- 
work, however,  unless 
there's  reasonable  secur- 
ity against  hackers  and 
imposters.  To  help  make 
sure  that  credit-card  numbers,  digital 
signatures,  price  quotes,  and  even  pay- 
ments can  be  moved  safely  over  the  In- 
ternet's notoriously  insecure  channels, 
EIT  has  added  to  Mosaic  encryption  soft- 
ware from  RSA  Inc.  that  codes  messages 
in  a  way  that's  flexible  enough  for  com- 
mercial use  yet  virtually  uncrackable. 
Such  security  was  necessary  to  get  Citi- 
corp and  Bank  of  America  involved  in 
CommerceNet. 

Beefed  up  security  will  be  essential  as 
more  business  is  done  on  the  net.  The 
Internet  already  handles  a  growing  di- 
versity of  commercial  activity  including 
more  than  100  electronic  stores,  selling 
everything  from  books  to  adult  toys  to 
flowers  via  credit  card.  Computer  mak- 
ers such  as  Sun  and  HP  regularly  contact 
customers  over  the  net.  Digital  Equip- 
ment Corp.,  another  CommerceNet  spon- 
:i  r  even  lets  techies  load  up  their-  own 


software  and  test  drive  Alpha  computers 
across  the  net. 

The  Internet  model  for  the  Informa- 
tion Superhighway— a  wide-open,  toll- 
free  interstate— isn't  the  only  path  t6 
electronic  commerce.  Many  of  the  first 
business  networks  were  the  equivalent 
of  private  toll  roads,  such  as  American 
Airlines  Inc.'s  Sabre  reservations  net- 
work. It  cost  American  hundreds  of  mil- 
lions of  dollars  to  build  and  gave  the 
carrier  a  competitive  advantage.  Now, 
with  cheaper  equipment,  lots  of  private 
networks  are  sprouting— even  the  In- 
ternational Association  of  Firechiefs  can 
afford  its  own  network. 


SUPPLIER 
TENENBAUM 
BELIEVES  THE 
NETWORK 
WILL  CUT  BILLS 
FOR  ALL  USERS 


Indeed,  lots  of  people  are  getting  into 
the  act.  Take  Electronic  Marketplace 
Systems,  a  new  joint  venture  between 
computer  magazine  publisher  Interna- 
tional Data  Group  and  network  operator 
Connect  Inc.  It's  planning  by  yearend 
to  open  a  network  over  which  corpo- 
rate purchasing  agents  will  be  able  to 
buy  computer  gear  and  software  direct- 
ly from  hundreds  of  manufacturers  and 
value-added  resellers.  None  has  actually 
signed  up  yet. 


The  project  has 
deep  roots  in  the 
adventurous  culture 
of  the  Internet 


The  network  is  being  designed  to 
die  the  complete  buying  process.  F 
using  his  PC,  a  prospective  buyer  wii 
able  to  scan  product  reviews  and  o 
information  prepared  by  IDG's  var 
publications.  When  it's  time  to  buy, 
buyer  will  send  a  bid  request  to 
net's  central  computer,  which  will 
tribute  it  to  all  the  suppliers  who  1 
identified  themselves  as  interestei 
that  kind  of  business.  Then,  1 
through  the  network,  they'll  send 
buyer  their  bids.  After  some  negi 
tions,  perhaps,  the  buyer  can  plac< 
order  via  the  net.  Both  buyers  and 
ers  will  save,  says  Mark  S.  Belin 
president  and  CE( 
Electronic  Marketpk 
even  after  member 
and  transaction  fees 
factored  in. 
TOO  EFFICIENT?  But 

electronic  market 
comes    too  effici 
won't  it  scare  off  pc 
tial  players?  That 
worry  for  Belinsky 
the  backers  of  C 
merceNet.  Belinsky 
that  suppliers  he  is 
ing  to  fret  that  j 
works  like  his  wl 
foster  "a  pricing  aucl 
in  computer  gear-| 
ducing  computer  g 
to  commodities  like 
beans.  Indeed,  Te 
baum  says  earlier 
tronic  marketplace  p 
have  shown  that  th 
creased  efficiencie 
electronic  bidding 
quickly  drop  price: 
some  goods  by  as  n 
as  10%. 

That's  why  it's  so  significant 
CommerceNet  has  such  heavywei 
behind  it.  Usually,  says  James  E.  SI 
assistant  professor  of  information  l 
agement  at  the  London  Business  Sc 
"market  leaders  don't  want  to  do 
sort  of  thing."  Certainly  the  Apples 
the  Intels  who  are  joining  Comm< 
Net— and  whose  participation  is  cri 
for  attracting  other  players— are  au 
of  their  gamble.  Not  only  do  they  << 
i  hemselvos        to  more  price  com 
tion,  they  risk  losing  competitive  adks 
tages,  such  as  proprietary  relations 
with  customers,  that  have  been  zea 
ly  built  up  over  the  years.  On  the  c| 
hand,  they  face  all  the  same  press 
to  cut  costs  and  boost  efficiency 
other  U.  S.  corporations  feel.  And  tin  i 
looking  for  solutions  on  the  Inform; 
Superhighway,  too. 

By  John  W.  Verity  in  New 
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Annually,  AAA  receives  22  million  calls  for  emergency  help.  When  members  are  away  from  home,  they  want  to  get 
through  fast.  AAA  wanted  to  speed  things  up  even  more.  Wr  suggested  they  go  direct. 

Using  our  own  ORIGIN*  software,  we  integrated  their  new  computer-  system  and  the  latest  telecommunications 


^^^M^^^^^^^^^^^^B^^^^^M^^H  Now,  when  members  call  the  AAA  SI  'PERN!  \UU  k  from  any- 
where in  the  U.S.  or  Canada,  their  calls  are  automatically  routed  to  the  nearest  AAA  service  center.  And  AAA  has  reduced 
average  call  durations  by  almost  a  third,  handles  35%  more  calls  with  no  added  staff  and  provides  faster,  simple}-  service. 

AAA  selected  BellSouth  because  we're  a  family  of  communications  companies.  From  paging,  cellular,  mobile  data 
and  information  services  to  systems  integration  and  sophisticated  telecommunications  networks,  BellSouth  has  the  depth  of 
resources  to  meet  your  communications  challenges  today.  And  tomorrow. 

for  more  information,  call  your  BellSouth  represmtative  or  1-800-726-BELL. 


technology.  And  gave  than  a  call  management  system  that  simulta- 
neously accommodates  data  transmission,  voice  response  and  call 
routing  all  on  the  same  line. 


AAA  is  a  registered  trademark  <>/  the  American  Automobik  Assot  iiiliori  ©  I 99*4  BdlSouth  Corporation 
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SYBASE  STEPS  OUT 
OF  THE  SHADOWS 


Could  the  database  pioneer  thrive  without  Microsoft  as  a  partner: 


Sybase  Inc.  has  lived  its  life  in  the 
shadow  of  giants.  The  software 
maker  left  the  limelight  to  its  bet- 
ter-known partner,  Microsoft  Corp., 
which  helped  put  Sybase  on  the  map 
by  agreeing  to  co-develop  and  sell  ver- 
sions of  Sybase's  database  products  for 
its  operating  systems.  And  in  the  rela- 
tional-database business  where  Sybase 
competes,  market  leader  Oracle  Corp. 
and  its  ebullient  chairman,  Lawrence  J. 
Ellison,  have  captured  most 
of  the  attention.  Sybase 
plugs  away  in  the  back- 
ground—acting as  a  con- 
stant barb  in  the  bigger 
company's  side.  "I  enjoy  it," 
says  Executive  Vice-Presi- 
dent Robert  S.  Epstein,  a 
co-founder  and  the  techni- 
cal wizard  behind  the  com- 
pany. "It's  what  I  do  for  a 
living." 

And  a  nice  living  it  is. 
Sybase  saw  revenues  grow 
61%  last  year,  to  $427  mil- 
lion, while  profits  zoomed 
86%,  to  $44  million.  That's 
nearly  twice  Oracle's 
growth  rate— and  has  made 
Sybase  a  favorite  on  Wall 
Street.  But  the  company's 
life  out  of  the  spotlight  may 
be  over.  For  one  thing,  its 
seven-year  relationship  with 
Microsoft  is  expected  to  end 
soon,  leaving  Sybase  with 
the  prospect  of  competing 
against,  rather  than  collabo- 
rating with,  the  world's 
largest  software  maker.  At 
the  same  time,  Sybase  next 
month  plans  to  launch  an 
initiative  to  outmaneuver 


the  University  of  California  at  Berke- 
ley, helped  created  Ingres,  an  early  rela- 
tional program. 

Sybase  spent  big  on  research  and  de- 
velopment—15%  of  revenues,  vs.  10%  at 
Oracle— and  claimed  important  firsts.  Its 
SQL  Server  retrieved  information  faster 
and  was  the  first  to  update  all  databas- 
es on  a  network  instantly  when  the  cen- 
tral database  changed.  "When  you're  go- 
ing up  against  a  bigger  competitor, 


'90 

MILLIONS  OF  DOLLARS 


'92  '93 
DATA:  SALOMON  BROTHERS  INC.,  COMPANY 


Oracle  on  the  Information  Highway. 
keeping  MUM.  Until  now,  Sybase  had  a 
simple  formula:  Stay  a  step  ahead  in 
relational-database  technology.  Such  pro- 
grams are  needed  to  organize  informa- 
tion and  make  it  accessible  to  many  com- 
puters across  a  network.  The  company 
was  founded  in  1984  by  Mark  B.  Hoff- 
man, an  executive  from  pioneering  data- 
base computer  maker  Britton  Lee,  and 
by  Epstein,  who,  as  a  PhD  candidate  at 


you've  got  to  have  the  best  technolo- 
gy," says  Chief  Executive  Hoffman. 

Sybase  may  be  up  against  an  even 
liiggi-r  competitor  if  it  loses  the  Micro- 
soft connection.  Neither  company  is  talk- 
ing, but  analysts  figure  the  two  may 
part  company  and  wind  up  selling  com- 
peting versions  of  SQL  Server.  That  split 
may  not  hurt  Sybase  immediately— since 
it  gets  less  than  5%  of  its  revenues  from 
Microsoft  royalties.  But  Sybase,  which  is 


big  in  minicomputers,  would  lose  a  pc 
erful  ally  in  desktop  computers. 

At  the  same  time,  Sybase  is  prep 
ing  to  meet  Oracle  on  the  Informal 
Superhighway.  Its  main  thrust  will 
business-to-business  links— helping  cor 
rations  connect  with  their  custom 
and  partners  by  extending  internal  r 
works  over  high-speed  phone  lines, 
stein  says  this  "extended  enterprise" 
up  should  allow  companies 
communicate  and  transact  busin 
more  effectively. 

"get  killed"?  But  Sybase  also  plan 
make  some  high-profile  moves,  similaii 
Oracle's  alliances  with  cable-TV 
phone  giants.  Sources  close  to  the  c 
pany  say  that  in  May,  when  Sybase 
out  plans  for  multimedia  and  inter 
tive-TV  technology,  it  will  also  name 
partners.  "We'll  be  unfolding  our  tech] 
ogy  and  partnerships  and  vision,"  sj 
Stewart  A.  Schuster,  executive  v] 
president  for  marketing, 
tential  partners  could 
elude  Tele-Communicati: 
Inc.,  which  was  set  to 
nounce  plans  on  Apr.  7! 
create  an  extended  en1| 
prise  system. 

Competitors  say  the  hiB* 
way  fight  could  distract  V 
base  from  its  core  databi 
market,  just  as  the  busira 
is  getting  tougher.  Indusi 
analysts  say  Oracle 
No.  3  database  maker  In 
mix   Corp.   already  h; 
matched  many  of  Syba;1'' 
innovations.  And  those  o 
petitors  say  that  Sybasi 
behind  in  its  ability  to 
programs  on  parallel  e 
puters  using  dozens,  or  e 
hundreds,  of  micropro 
sors.  Such  systems,  t\ 
say,  will  be  necessary 
large  databases,  inclu 
those  that  store  video  d 
"If  they  think  they  can  tn 
their  database  and  comw 
it  to  multimedia,  they  lH 
get  killed,"  says  Rayml 
J.  Lane,  president,  wo» 
wide  uperal  ions,  al  <  )ra< 
Epstein  says  he  has  I 
answers.  Sybase  will  address  the  ljr- 
allel-processing  problem  later  this  y» 
with  a  product  called  the  Navigator  Sm 
er.  And  the  May  technology  annomj 
ments  should  prove  that  the  compan  is 
paving  a  prudent  path  to  the  Superhh- 
way,  he  says.  But  no  matter  what  g- 
name  partners  share  the  stage  now,™ 
base  will  be  the  one  in  the  spotlight. 

Bii  Richard  Brandt  in  Emery vm 
( 'a/if. 
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Sprint,  your  primary  business  resource,  is  pleased  to  help  bring  you  Managing  with  Lou  Dobbs, 
a  half-hour  weekly  program  dedicated  to  helping  small  and  mid-sized  businesses  explore  management 
options,  navigate  tax  and  regulatory  developments,  and  seize  business  opportunities. 
Business  intelligence  not  to  be  missed. 

And  don't  miss  Managing  with  Lou  Dobbs  on  CNN  Saturday,  April  16,  at  6:30  p.m.  EST, 
when  Business  Week  brings  its  unique  brand  of  business  intelligence  to  Lou  Dobbs'  discussion 
of  the  secrets  behind  America's  most  enterprising  companies. 

Sprint.  Providing  More  Ways  to  Help  Your  Business  Grow. 


BusinessWeek 


Beyond  news.  Intelligence. 


Sprint 


PHYSICS  I 


MAGNETIC 
FIELD  OF  DREAMS 


Giant  magnetoresistance  may  transform  sensors  and  disk  drives 


Albert  Fert  had  an  inkling  that 
he  was  on  to  something  big.  The 
University  of  Paris  physicist 
knew  that  many  metals  exhibit  a  phe- 
nomenon called  magnetoresistance  (MR)— 
they  show  slight  changes  in  electrical 
resistance  when  placed  in  a  magnetic 
field.  An  expert  in  magnetism,  Fert 
thought  he  could  amplify  the 
effect  by  designing  materials 
made  up  of  very  thin  layers 
of  metals.  In  1988,  he  tried— 
and  the  results  were  astonish- 
ing. The  magnetoresistance  in 
the  material  he  used— chromi- 
um sandwiched  between  iron- 
was  10  times  that  of  standard 
metals. 

Along  with  similar  results 
from  Germany,  Fert's  find  was 
dubbed  "giant"  magnetoresis- 
tance (OMR).  Instantly,  it  be- 
came "the  hot  thing  in  phys- 
ics," says  Mark  H.  Kryder, 
director  of  the  Data  Storage 
Systems  Center  at  Carnegie 
Mellon  University.  Many  phys- 
icists put  it  on  a  par  with  high- 
temperature  superconductivity, 
except  for  one  thing:  While 
the  latter  is  still  struggling  to 
get  out  of  the  lab,  in  just  six 
years,  gmr  has  begun  to  have 
"a  big  impact  on  technology," 
says  James  Brug,  manager 
for  recording-head  technol- 
ogy at  Hewlett-Packard 
Co.  Adds  Kryder:  "It's 
turning  out  to  be  use- 
ful much  faster  than 
I  expected." 

BRAKE  KEYS.  GMR  has 

great  commercial  ap- 
peal, because  if  the  , 
right  metal  sandwiches 
are  used,  it  can  make  them 
more  sensitive  (diagram).  That  lets  them 
detect  tiny  external  magnetic  fields,  an 
ability  that's  critical  to  lots  of  products. 
Each  bit  on  a  computer  disk,  for  in- 
stance, is  represented  by  a  tiny  mag- 
netic field  that  is  "read"  by  a  magnetic 
sensor.  Similar  sensors  are  used  to  tell 
when  car  wheels  stop  turning  and  start 


skidding— the  key  to  antilock  brakes.  In 
France,  in  fact,  researchers  at  Thom- 
son are  testing  GMR  sensors  in  such 
brakes  and  to  measure  engine  crank- 
shaft speeds  to  help  lower  emissions  or 
raise  fuel  economy.  Startup  Nonvolatile 
Electronics  Inc.  (NVE)  in  Eden  Prairie, 
Minn.,  has  even  begun  selling  the  first 


THE  ATTRACTION  OF  GIANT 
MAGNETORESISTANCE 

Discovered  only  six  years  ago,  GMR  is  rapidly  moving  from  lab 
to  product  development. 

■  When  no  external  magnetic 
field  is  present,  the  magnetic  j-v 
fields  in  a  metal  composed  of  ^ 
copper  (A)  sandwiched 

between  an  iron-nickel  alloy  (B)  face  opposite  directions.  As 
a  result,  the  metal's  resistance  to  current  (C)  is  high. 


© 


...» 


&  Applying  an  external 
magnetic  field  (D)  causes 
the  magnetic  fields  in  all 
layers  to  line  up  in  the 
same  direction,  so  electri- 
cal resistance  drops 
dramatically 


The  lower  resistance  makes  possible  detection  of  very  small 
external  magnetic  fields.  That  opens  the  door  for  use  of  the  metal 
in  designing: 


1.  Automobile  sensors  that 
help  better  control  engines, 
suspensions,  brakes, 
and  so  on. 


2.  Computer  disk  drives  that 
can  hold  1  7  times  the 
information 
of  current  ones. 


GMR  product,  a  sensor  aimed  at  every- 
thing from  autos  to  hearing  aids. 

IBM  and  other  disk-drive  makers, 
meanwhile,  are  building  GMR  prototypes 
that  promise  leaps  of  up  to  seventeen- 
fold  in  the  amount  of  information  that 
can  be  crammed  onto  drives.  GMR  also 
may  enable  memory  chips  to  "remem- 


ber" even  after  a  computer's  powe;J 
cut  off.  In  short,  GMR  "may  affect  sej 
al  billion-dollar  businesses,"  says  Jaij 
M.  Daughton,  president  of  NVE. 

Magnetoresistance  was  discoverec 
British  physicist  William  Thomson, 
Kelvin  in  1856.  But  scientists  couH 
explain  it  until  the  development  of 
turn  mechanics  in  the  1920s.  It  turns  | 
that  holding  a  magnet  near  certain 
als  causes  their  atoms  to  "tilt"— and 
tilted  atoms  are  larger  obstacles 
untilted  ones  to  electrons  zipping  b^ 
electric  current.  The  result  is  higher 
sistance.  The  "giant"  phenomenon 
from  the  additional  fact  that  there  ] 
two  types  of  electrons— those  that 
"up"  or  "down."  The  trick  in  changing 
sistance  is  constructing  a  material 
which  one  of  these  electron  types  b 
get  through  more  easily— ai  j 
by  the  external  magnetic  fi 
That's  what  Fert  wanted  U  > 
with  his  miniature  sandwk  t> 

Today,  the  "bread"  typic  3 
is  an  iron-nickel  alloy,  the  ' 
ing"  nonmagnetic  copper.  C 
bined  that  way,  each  sue 
sive  layer  of  iron-nickejL 
naturally  magnetized  in  W 
opposite  direction,  much  as 
poles  of  bar  magnets  will  & 
ways  line  up  in  opposite  di  ' 
tions  when  one  is  held  ab  ' 
the  other.  When  electrii 
runs  through  such  a  sandv 
both  up  and  down  electror 
the  current  encounter  ml 
obstacles.  Adding  the  extei 
magnetic  field  changes  thff 
dramatically.  It  forces  all  f 
magnetism  in  the  "bread" 
ers  to  line  up  in  the  same 
rection.  Suddenly,  the  "dol 
electrons  in  the  current  s| 
the  obstacles.  The  result, 
New  York  University  ph] 
cist  Peter  M.  Levy, 
short-circuit  effect 
large  drop  in  re] 
tance. 

Mount  a  chuni 
this  sandwich  oi 
/  piece  of  silicon, 
f  pend  it  above  a  ( 
drive,  and  each  tim 
bit  of  magnetically  enf 
ed  data  swirls  by,  the  sa 
wich  experiences  a  big  change  in  rtl  i 
tance— which  tells  the  computer  to  I 
the  data  on  your  screen.  Even  be:L 
GMR,  in  fact,  standard  magneto-resist^ 
was  being  used  this  way— mainly  by 
Though  GMR  promised  better  per 
mance,  Fert's  first  devices  had  a  fl 
"The  initial  material  didn't  look  vl 


3.  Memory  chips  that 
"remember"  even  when 
the  power  is 
turned  off. 
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ogy  puts  our  Laser  Class 
Series  of  Plain  Paper  Faxes  in 
a  class  by  itself.  First  off,  these 
faxes  are  fast  -  transmitting  a 
page  in  as  little  as  6  seconds* 
which  drives  down  phone 
charges.  Also,  most  interface 
with  your  desktop  computer 
so  you  save  steps,  save  time, 
and  increase  productivity. 

Best  of  all,  our  Laser  Class 
Series  takes  full  advantage  of 
our  exclusive  image  processing 
and  laser  printing  technology. 


now  you  can  use  ordinary 
paper  to  end  up  with  extraor- 
dinary faxes  each  and  every  time. 
No  wonder  Canon  is  the  leader 
in  Plain  Paper  Faxes. 

Canon's  system  solutions 
prove  once  again  that  our  most 
advanced  office  technology 
really  can  go  the  distance. 
When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON  and 
receive  a  free  Fax  Decision 
Maker's  Kit. 

User  Class  is  a  registered  trademark  of  Canon  Inc. 


94  Canon  U.S.A.,  Inc 


Official  Facsimile  o\ 
WorldCup  94 


LASER  CLASS. 


Cano 


What  if  you  ran  a  division  of  General  Motors  and  were  due  to  debut  an  important  flagship  model.  li 
wasn't  quite  ready?  Nothing  drastic  you  understand,  just  a  few  little  glitches  that  meant  not  every  car  <| 
off  the  line  was  just  right.  What  if  you'd  sworn  to  your  bosses  you'd  be  ready?  What  if  you  had 


:  they  pulled  the  plug  on  the  introduction  and  said,  "When  we  know  we've  got  it  right,  we'll  bring  out  the 
tnighUim  Perkins  did  what  people  who  do  the  right  thing  alwavs  do.  He  got  a  pooH  niohKc  cippn 


Quick: 

What's  your 
tax  strategy? 


Make  Twentietk  Century's 
tax-exempt  funds  part  of  it. 

A  smart  strategy  for  fighting  taxes  is  to  invest  in  Twentieth  Century's 
no-load  tax-exempt  mutual  funds.  You  can  earn  competitive  yields 
and  pay  no  federal  income  taxes  *  Until  1995,  the  fund  manager  is 
waiving  the  entire  management  fee  on  Tax-Exempt  Short-Term  — 
so  even  more  of  your  money  works  for  you.  Below  are  the  funds' 
current  yields  and  their  taxable  equivalents. 


30-Day 

Tax-Equivalent  Yields 

Current  Yields 

by  Tax  Bracket 

(as  of  2/28/94) 

28%         31%  36% 

Tax-Exempt  Short-Term 

3.1 9% 

4.43%   4.62°°  4.98% 

Tax-Exempt 

5.50%   5.74%  6.19% 

Intermediate-Term 

3.96% 

Tax-Exempt  Long-Term 

4.38% 

6.08%   6.35%  6.84% 

Call  or  write  for  a  free  information  kit  containing  Your  Guide  To 
Earning  Tax-Exempt  Income.  The  kit  also  contains  a  prospectus 
with  more  complete  information,  including  charges,  expenses  and 
minimums.  Please  read  the  prospectus 
carefully  before  investing. 

Call  todav,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


>I>  199J  Twentieth  Century  Services.  Inc 
BSW 


Investments  That  Work 


A  SMART  WAY  TO  EARN  TAX-FREE  INCOME. 


'  Investment  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Capital  gains, 
if  any,  are  taxable.  ■  3.36%  is  the  since  inception  (3/1/93)  aggregate  total  return  as  of  12/31/93  for 
Tax-Exempt  Short-Term.  The  fund  manager  has  waived  its  fee  until  January  1 . 1 995.  In  the  absence  of  this  waiver, 
the  current  yield  would  have  been  2.59%  and  the  tax-equivalent  yields  would  have  been  approximately  3.60%, 
3.75%  and  4.05%  based  on  the  28%.  31%  and  36%  tax  brackets,  respectively.  The  total  return  would  have  been 
lower.  ■  9.06%,7.83%  and  6.63%  are  the  1-year.  5-year  and  since  inception  (3/1/87)  average  annual 
otal  returns  as  of  12/31/93  for  Tax-Exempt  Intermediate-Term  ■  12.13%,  9.46%  and  8.15%  are  the 
1-year,  5-year  and  since  inception  (3/1/87)  average  annual  total  returns  as  of  12/31/93  for  Tax-Exempt  Long- 
Term.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions  Investment 
return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 
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useful,  since  it  required  such  large  r 
netic  fields"  to  cause  changes  in  rtj 
tance,  says  John  S.  Best,  manage 
recording  heads  at  IBM's  Almaden 
search  Center  in  California. 

IBM  scientists  quickly  found  a  sb- 
tion  in  a  sandwich  they  called  a  "am 
valve"  device.  By  placing  a  magnet  m 
to  one  outer  layer,  they  firmly  "pinfj' 
the  direction  of  its  magnetism.  T|ei 
they  used  just  the  right  thickne; 
nonmagnetic  copper  filling  so  that 
magnetism  in  the  other  magnetic  1;) 
could  flip  back  and  forth  easily 
read  information  on  a  hard  disk 
resulting  gadget  was  so  sensitive 
all  of  sudden,  the  technology  got 
real,"  says  Carnegie  Mellon's  Krydt  ■ 

After  just  a  few  years  of  rese 
"IBM  has  built  prototype  heads  that  it. 
marvelous,"  says  physicist  Gary  A.  P 
head  of  magnetic  multilayer  work  at 
Naval  Research  Laboratory  in  Was!  g 
ton.  The  plain  MR  drives  on  the  mai 
made  by  IBM,  pack  at  most  564  meg;  ; 
of  information  per  square  inch.  GMR  h 
can  handle  10  gigabits  per  square  incl 
times  more.  That  kind  of  capacity 
"open  up  a  lot  of  new  applications 
hard  disks,"  adds  Brag.  "At  10  gig; 
per  square  inch,  we  can  talk  about 
ting  movies  on  disk  drives." 
longer  life,  gmr  may  be  a  boon  as 
for  the  internal  memories  of  compu 
Daughton,  formerly  a  scientist  at 
IBM  and  Honeywell  Inc.,  founded  N\ 
1989  with  the  dream  of  using  ma 
toresistance  to  store  information  as 
bits  of  magnetism.  That's  radically  d 
ent  from  dynamic  random-access  m 
ry  chips,  which  use  a  capacitor  to 
information  as  electrical  energy.  Th 
vantage:  Unlike  DRAM  chips,  magi 
RAM  would  retain  information  wit 
power.  Not  only  does  that  cut  p< 
consumption,  it  lets  computers  store 
grams  and  data  in  their  own  rapidl; 
cessible  internal  memory,  rather 
having  to  read  it  more  slowly  from 
disks.  MR  devices  also  could  be  b( 
than  other  devices  that  "remem 
They  offer  longer  life  than  so-c; 
"flash"  memory  chips,  for  example. 
Daughton  quickly  found  that  ordi 
MR  was  too  slow  for  most  uses. 


no 


Now,  GMR  has  revitalized  his  idea 
timately,  Daughton  believes,  his  so-c 
mram  chips  will  be  as  fast  as  DR 
The  U.  S.  military  and  some  high 
companies  are  keenly  interested, 
Prinz.  "We  are  looking  at  defenst 
plications  that  require  very  low  p< 
and  high  reliability." 

While  GMR  is  exciting  as  a  comf 
technology,  "its  biggest  market  ma 
something  more  mundane,"  Prinz 
"Sensors."  Cars  already  sport  ser 
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[detecting  the  movements  of  magne- 
d  chunks  of  wheels  or  crankshafts, 
current  technology— induction  coil 
1  iors— is  cumbersome.  "It's  too  damn 

i  "  says  Harry  Holloway,  senior  staff 

ii  ntist  at  Ford  Motor  Co.'s  research 

In  addition,  induction-coil  devices 
i\  t  work  well  at  low  speeds,  such  as 
s  crucial  first  few  revolutions  of  an 

nr.  when  much  pollution  and  wear 
I  j  r.  Giant  magnetoresistance  solves 
I  i  problems.  What's  more,  it  relies 
!  ,  heap  metals  that  can  be  easily  de- 

I  ted  on  silicon  chips.  Prinz  expects 

I I  such  sensors  will  go  into  every- 
1 1  y  from  engines  and  suspension  sys- 

5  to  lathes  and  other  manufacturing 
I  ;.  "GMR  is  still  an  embryonic  technol- 
'  Holloway  says.  "But  it's  very,  very 
I  lising." 

:  nc  MATERIALS.  Amid  this  bright 
lise,  there  is  one  shadow  for  U.  S. 

i  janies.  "I'm  not  sure  who's  going  to 

i  )it  the  potential  of  GMR,"  says  Prinz. 
isk  drives,  fierce  competition,  path- 

l  king  research  at  such  companies  as 
and  a  national  consortium  aimed  at 
loping  high-density  disks  are  keep- 
;he  U.  S.  in  the  lead.  But  the  same 


IBM,  Hitachi,  and  Ford 
are  among  companies 
working  to  exploit 
the  new  technology 


true  for  basic  science  and  for  such 
acts  as  sensors,  says  Prinz. 
the  American  Physical  Society's 
h  meeting  in  Pittsburgh,  France's 
announced  some  of  his  most  im- 
ive  results  to  date.  Fert's  university 
belongs  to  a  high-powered  Europe- 
nion  consortium— which  includes 
3ns,  Thomson,  and  Philips  Electron- 
hat's  developing  exotic  GMR  materi- 
nd  practical  devices  for  cars,  mili- 
systems,  and  digital  cassettes.  In 
l,  Hitachi  Ltd.  has  a  team  of  30 
rchers  working  on  GMR— larger  than 
J.  S.  effort,  says  Prinz. 
10  leads  in  basic  research  may  be 
■ularly  critical.  Some  techno-vision- 
predict  that  the  magnetic  proper- 
)f  materials  underlying  GMR  will 
>ay  off  big  for  tomorrow's  comput- 
es. Their  argument:  As  semicon- 
i  r  circuits  shrink,  they  become  less 
ile.  But  transistors  based  on  mag- 
fields  actually  perform  better  as 
get  smaller.  These  ideas  may  never 
•ut.  But  just  in  case  they  do,  ex- 
say,  U.  S.  agencies,  universities, 
ompanies  need  to  stay  in  the  race. 
By  John  Carey  in  Washington 


BRE1TLING 

1884 

Instruments  for  Professionals 


CHRONOMAT 
Close  cooperation  with  pilots  and 
aviation  experts  enables  Breitling 
to  continue  improving  its  chronograph 

designs  all  the  time 
TheChronomat  features  a  selfwinding 
mechanical  movement,  a  rotating  be/el 
and  a  screw-locked  crown 
This  instrument  is  water-resistant 
down  to  100  meters. 


AUTHORIZED  BREITLING  AGENT: 

SHREVE  &  CO. 

SAN  FRANCISCO'S  JEWELER  SINCE  1852 

200  POST  STREET 
SAN  FRANCISCO,  CA  94108 
(415)  421-2600 
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Keynote  speaker: 


The  1994  Business  Week 
Asia  Symposium  of  Chief  Executives 

Asia  Now:  How  Corporate  Asia  is  Transforming  the  Global  Economy 

Date:  October  5-7,  1994 

Place:  The  Grand  Hyatt,  Taipei,  Taiwan 


Hon.  Lee  Teng-Hui 

President,  Republic  af  China 

Presented  by: 

Business  Week  and 
The  Ministry  of 
Economic  Affairs 

association  with: 
The  Epoch  Foundation 


Executive 
programs 


Staggering  growth. 
Diversified  markets.  Sophisticated 
consumers.  Global  investment. 
Increased  competition. 

All  eyes  are  on  Asia.  Now. 

For  chief  executives  and  corporate 
sponsors  interested  in  making  the  Far 
East  a  world  closer,  Business  Week  is 
pleased  to  provide  an  opportunity  to 
explore  options,  develop  strategies,  and 
gain  access  to  the  highest  ranks  of  Asian 
business  and  government:  The  1994 
Business  Week  Asia  Symposium. 


Copyright  1994  McGraw-Hill,  Inc. 


If  you  are  not  in  Asia  Now-your 
competition  will  be. 

A  limited  number  of  corporate 
sponsorships  are  available. 
For  sponsorship  information, 
please  call  William  H.  DeGraff, 
Director  of  Sales,  Strategic 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 
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MUMBLES 

HUH  A  MIKE  IN  THE  GAS  MASK 


Masks  protect  sol- 
diers in  chemical 
combat.  But  when  the 
wearers  try  to  talk,  it's 
like  being  underwater. 
The  inability  to  commu- 
nicate can  be  dangerous. 
So  Battelle  Memorial  In- 
stitute engineer  Ken 
Kimes  has  figured  out 
how  to  make  critical 
messages  heard,  using  a 
tiny  communications  sys- 
tem powered  by  a  9-volt 
battery. 

e  wearer  speaks  in  a  normal  voice  into  a  kernel-size  mi- 
ione  embedded  in  the  plastic  mask.  A  cable  connects 
licrophone  to  an  amplifier  the  size  of  a  pack  of  cigarettes 

worn  in  the  uniform.  Since  the  system  can  communicate 
two-way  radios,  the  speaker  can  make  contact  with  the 
:le  at  the  touch  of  a  button.  When  annoying  feedback  is 
ted,  a  circuit  loop  filters  out  the  culprit  frequencies, 
iges  sent  though  the  system  are  intelligible  90%  of  the 

so  firefighters  and  helmeted  motorcycle  police  could 
it,  too. 


CY  MATH 

I  MAP  THE  FACTORY  FLOW 


ferential  geometry  is  an  esoteric  branch  of  mathematics 
lat  deals  with  curves  and  surfaces  suspended  in  space, 
'acturing  produces  real  curves  and  surfaces.  Put  them  to- 
ts and  you  get  a  new  approach  to  production  control, 
(uip  Corp.  in  Maumee,  Ohio,  a  producer  of  hydraulic 
inents,  is  one  company  that  expects  to  reap  big  benefits 
;he  combination.  Last  year,  after  Anil  Menawat,  then  a 
;sor  of  chemical  engineering  at  Tulane  University,  out- 
Dhe  potentials  at  an  industry  gathering,  Aeroquip  hired 
ie's  in  charge  of  computer  modeling  at  Aeroquip's  ad- 
i  technology  laboratory  in  Ann  Arbor,  Mich, 
at  differential  geometry  is  able  to  do,  Menawat  says,  is 
the  physics  of  an  entire  production  process.  Manufac- 

rarely  have  a  complete  picture  of  the  whole  proce- 
But  the  new  math  can  use  data  from  factory  sensors  to 
knowledge  gaps  and  uncover  previously  unknown  cause- 
feet  relationships.  The  resulting  computer  model  can 
ar  better  job  of  predicting  processing  trends,  sounding 

warnings  when  conditions  first  start  to  drift  beyond  ac- 
>le  limits. 


It  GAMES  FOR 

0 1PETITIVENESS  WONKS 


w  iness  is  like  war— or  so  the  saying  goes.  Military  lead- 
fm  s  sometimes  participate  in  mock  exercises— war  games— 
1 1  their  strategy.  Pace  Vandevender,  director  for  in- 
al  alliances  at  Sandia  National  Laboratories,  has 
ped  Prosperity  Games,  an  exercise  modeled  on  war 
iitj  ,  to  help  figure  out  what  programs  and  policies  in- 


volving government,  industry,  national  labs,  and  universi- 
ties can  enhance  competitiveness. 

In  the  prototype,  four  teams  act  as  Presidential  commissions 
to  recommend  policy  changes  to  boost  U.  S.  competitiveness  in 
consumer-electronics  manufacturing.  Another  team  represents 
the  foreign  counterpart  to  counter  changes  in  U.  S.  policy 
with  strategies  of  its  own,  while  a  sixth  group  stands  in  for 
the  marketplace.  In  a  test  run,  played  by  55  members  of  the 
Electronic  Industries  Assn.,  the  group  concluded  that  the 
games  could  help  spur  proactive  behavior  before  problems  be- 
come crises.  Vandevender  says  the  appropriate  group  among 
the  Clinton  Administration's  recently  appointed  science  and 
technology  council  may  use  the  game  for  real. 


BUT  WILL  GEORGE  BUSH 
CHANGE  HIS  MIND  ABOUT  IT? 


Scientists  have  taken  another  step  toward  proving  that 
broccoli  is  good  for  you.  Building  on  earlier  work  showing 
that  a  chemical  in  the  vegetable,  called  sulforaphane,  can 
boost  production  of  anticancer  enzymes  in  human  cells  in  test 
tubes,  researchers  at  Johns  Hopkins  Medical  Institutions  have 
proven  that  the  chemical  can  block  the  formation  of  breast  can- 
cer in  rats  treated  with  a  potent  cancer-causing  molecule 
called  dmba. 

"The  results  are  quite  dramatic,"  says  Dr.  Paul  Talalay,  a 
molecular  pharmacologist  who  conducted  the  study.  Far  fewer 
rats  treated  with  the  chemical  developed  tumors,  and  the 
number  and  size  of  tumors  were  dramatically  reduced.  Re- 
searchers think  sulforaphane  works  by  disarming  carcinogens 
to  make  them  less  able  to  damage  a  cell's  dna,  a  crucial  step 
in  cancer  development.  The  next  step,  says  Talalay,  is  to  pick 
out  the  varieties  of  broccoli  that  give  the  best  protection, 
then  start  testing  the  chemical  on  people. 


CHEAP  HYDRO  POWER 

FROM  EVEN  SLUGGISH  STREAMS 


A former  Soviet  engi- 
neer who  helped 
design  Egypt's  Aswan 
High  Dam  may  have  an 
answer  to  New  En- 
gland's energy  problems. 
Northeastern  University 
Professor  Alexander  M. 
Gorlov  envisions  har- 
nessing many  slow-mov- 
ing rivers,  estuaries,  and 
irrigation  canals  in  the 
region.  Gorlov  says  his 
air-powered  minihydro 
plant  could  produce  elec- 
tricity at  less  than  $1,000  per  kilowatt-hour.  Traditional  hy- 
dropower  requires  a  vertical  drop  of  about  100  feet  and  uses 
a  gear  box  to  get  turbine  blades  moving  fast  enough.  But 
Gorlov  says  streams  that  drop  only  VA  feet  can  rotate  turbines 
at  4,000  rpm  without  added  power. 

Gorlov's  dam  features  adjoining  chambers  with  louvered 
doors  that  open  and  close  like  gills.  Rising  and  falling  water 
levels  in  the  chambers  act  like  a  piston,  blasting  air  to  turn 
turbine  blades.  Since  the  turbine  and  generator  are  located  on 
land,  fast-moving  turbine  blades  won't  kill  microorganisms 
and  fish.  Central  Maine  Power  Co.  plans  to  build  one  in 
Lewiston  next  year. 
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Government 


WILLIAM  CLAY 

St.  Louis 

All  but  certain  to  chair 
Education  &  Labor, 
trading  up  from  Post 
Office  &  Civil  Service 


RON  DELLUMS 

Oakland 

Once  a  harsh  critic  of  the 
Pentagon,  he  is  getting 
high  marks  as  Armed 
Services  chairman 


JOHN  CONYERS 

Detroit 

Black  Caucus  co-founder 
now  chairs  Government 
Operations,  may  well  be 
next  Judiciary  chairman 


CHARLES  RAN6EL 

New  York 


Has  a  fighting  chance 
to  eventually  succeed 
Dan  Rostenkowski  as 
head  of  Ways  &  Means 


THE  NEW  FACE  OF  POWER: 
URBAN  AND  BLACK 


Yesterday's  firebrands  are  taking  over  key  Capitol  Hill  committees 


When  Ronald  V.  Dellnms  was 
elected  to  Congress  in  1970, 
the  House  wasn't  a  hospitable 
place  for  a  black  firebrand  from  Berke- 
ley. Much  of  the  power  on  Capitol  Hill 
belonged  to  an  aging  hand  of  Southern 
conservatives,  and  many  young  liberals 
saw  the  seniority  system  as  an  enemy. 
But  there's  nothing  like  two  decades  in 
Congress  to  change  your  ideas  about 
the  system.  After  10  terms,  Dellums 
last  year  landed  the  top  spot  on  the 
House  Armed  Services  Committee  w  hen 
Chairman  Les  Aspin  (D-Wis.)  became 
Defense  Secretary. 

Dellums  is  on  the  cutting  edge  of  a 
trend  that  could  reshape  congressional 
politics.  Like  the  Southerners  of  a  gener- 
ation ago.  black  Democrats  hold  some  of 
the  most  secure  seats  in  the  House. 
That  has  allowed  African-American 
members  sent  to  Washington  after  the 
civil  rights  struggles  and  the  Voting 
Rights  Act  of  1965  to  move  to  the  top  of 
the  seniority  ladder.  "The  people  who 
once  were  the  radical  reformers  in  the 
building  are  now  running  the  place," 
notes  one  senior  House  staffer. 

In  the  next  few  years,  black  mem- 
bers are  likely  to  take  over  key  House 


committees.  William  L.  Clay  (D-Mo.), 
62,  is  all  but  sure  to  become  chairman  of 
the  House  Education  &  Labor  Commit- 
tee in  December  following  the  retire- 
ment of  Chairman  William  D.  Ford  |D- 
Mich.h  Government  Operations 
Committee  Chairman  John  Conyers  Jr. 
(D-Mich.),  64,  is  second  in  seniority  on 
the  Judiciary  Committee.  Representa- 
tive Kweisi  Mfume  (D-Md.),  45,  could 
well  become  chairman  of  the  Joint  Eco- 
nomic Committee.  And  Charles  B.  Ran- 
gel  (D-N.Y.),  63,  is  well  positioned  to 
become  chairman  of  the  House  Ways  & 
Means  panel. 

OFFSETTING  FACTOR.  In  style,  the  senior 
black  lawmakers  are  as  diverse  as  the 
House  itself.  Rangel,  the  back-slapping 
successor  to  Adam  Clayton  Powell,  is  a 
pragmatic  dealmaker:  Conyers,  an  out- 
spoken Detroiter,  rails  against  the  ex- 
cesses of  business.  But  as  a  group,  they 
are  devout  liberals  dedicated  to  improv- 
ing economic  conditions  in  crumbling 
central  cities.  "It  will  only  bode  well  for 
cities  if  more  African-American  mem- 
bers of  the  House  attain  positions  of 
seniority,"  says  Cleveland  Mayor  Michael 
R.  White.  "They  understand  our  cities, 
and  they  understand  our  problems." 


But  it's  not  clear  how  much  the  as  k  ii 
dant  chairmen  can  deliver  for  their  h  mi 
pressed  constituents.  They  are  read  iSSED 
power  just  as  the  House's  political 


ter  of  gravity  is  moving  to  the  rij  ary  r 


Although  redisricting  helped  boost 


Congressional  Black  Caucus  from  2(  is 
40  members,  these  gains  were  of  their 
ideologically  by  a  rising  tide  of  Repi  its 
cans  and  conservative  Democrats.  '  est 
not  the  most  ideal  situation,  but  it  cfs- 
be  twice  as  bad  if  we  were  not  in 
chair,"  says  Clay. 

Ways  &  Means  member  Willian 
Jefferson  (D-La.)  knows  that  in  this  ste 
vironment.  the  impact  of  the  black  cl  i 
man  will  be  muted.  But,  he  says,  "a 
url  >an  issues  that  have  been  lacking!;  •; 
tention  may  move  up  on  the  prio  , 
list."  At  the  top  of  the  wish  list:  ta>  n: 
centives  for  development  in  distress', 
areas,  particularly  "empowerment  zor  I  ri: 
Meanwhile,  the  activist  Conyers,  i  v. 
chairman  of  the  Judiciary  Commit  votes." 
would  likely  seek  to  toughen  antifck-..- 
laws  for  the  Information  Age. 
Corporate  America,  which  has 


peg 


Of 

gled  with  many  of  the  chairmen-in-v 


ing,  is  beginning  to  mend  fences, 
growing  stature  of  the  black  leader: 
in  the  Congress  needs  to  be  recognlis  \ 
by  the  business  community,"  says  Jfljh- 
J.  Jasinowski,  president  of  the  Nati 
Association  of  Manufacturers.  In  reu 
months,  some  of  the  business  Estabj 
ment  has  begun  to  make  overtures, 
U.  S.  Chamber  of  Commerce  is  thinlj 
about  changing  its  political  rating|> 
take  into  account  the  demographic 
political  makeup  of  members  distrj 
The  result  is  that  the  low  Chamber  i; 
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earned  by  African-Americans  who 
esent  poor  urban  districts  will  be 
ted. 

le  change  angers  Republicans,  who 
che  Chamber  is  selling  out  its  pro- 
less  principles  to  curry  favor  with 
als.  But  it  has  won  the  group  good- 
mth  the  Black  Caucus.  "That  was  a 
smart  move,"  says  David  Bositis  of 
oint  Center  for  Political  &  Econom- 
udies,  a  think  tank  focusing  on  black 
s.  "The  business  community  is  start- 

0  take  the  [senior  black  members'] 
ased  clout  seriously." 

>spite  their  historically  close  ties  to 
lized  labor,  African-American  legis- 
3  are  "not  out  to  hurt  business,"  in- 
Bositis.  "They're  interested  in  eco- 
c-development  issues  across  the 
I.  There's  no  reason  why  the  busi- 
community  can't  get  along  with 
!  people.  Better  late  than  never." 
e  deficit  will  temper  the  new  pow- 
te's  free-spending  ways,  too.  "They 
•eing  asked  to  solve  more  complex 
ems  with  less  money,"  says  More- 
<  3  College  political  scientist  Abra- 
Davis.  "A  black  being  in  a  position 

1  wer  in  and  of  itself  will  not  solve 
roblems." 

essed  hawks.  In  fact,  Bositis  pre- 

i  most  changes  are  likely  to  be  evo- 
lary  rather  than  revolutionary  be- 

ii  the  black  veterans  are  inside 
;rs  who  know  how  far  they  can 
their  more  moderate  colleagues. 
;ms  was  one  of  the  Pentagon's 
est  critics  before  he  became  Armed 

i  ces  chairman.  But  as  chairman,  he 
i  sarned  high  marks  from  Republi- 
and  the  defense  industry  for  fair- 
and  consensus-building, 
ishington  insiders  also  think  that 
esl  would  temper  his  liberalism  were 
)  become  chairman  of  Ways  & 
s.  "If  Charlie  Rangel  ruled  the 
,  he'd  probably  raise  taxes  on  busi- 
and  spend  more  for  his  urban  con- 
ints,"  says  one  person  close  to  the 
York  congressman.  "But  he's  very 
a  realist,  and  he  knows  how  to 
votes."  Rangel's  political  acumen  is 
•espected  even  by  some  of  his  fre- 
critics  from  business.  "He  has  a 
of  view  based  on  his  urban  constit- 
',  but  at  the  same  time,  Charlie 
>een  willing  to  listen  to  differing 
i  of  view,"  says  veteran  business 
ist  Alan  M.  Kranowitz. 
many  ways,  the  black  committee 
nen-in-waiting  are  cut  from  the 
cloth  as  the  leaders  they'll  be  sup- 
ng— mainly  white  urban  liberals, 
te  an  ideological  gulf  between  busi- 
Bj  ind  the  Democratic  House  leader- 
hi;  the  two  groups  have  managed  to 
stt  ish  a  working  relationship.  Now, 
H  3ss  has  a  new  bridge  to  build. 
Richard  S.  Dunham  in  Washington 


OnyourlOth, 
show  her  yvud  marry  her  all  wer  again. 


Call  1-800-BIG-GEMS  for  the  jeweler  nearest  you. 


A  diamond  is  forever. 


LATIN  AMERICA-DYNAMIC 
GROWTH  OPPORTUNITIES 


Introducing  the  T.  Rowe  Price  Latin  America  Fund.  An  expanding  Latin 
American  economy  offers  long-term  investors  the  potential  for  significant 
capital  appreciation.  Political  reform,  increased  privatization  and  foreign 
investment,  and  the  recent  passage  of  NAFTA  have  set  the  stage  for  extended 
economic  growth  in  this  region.  The  Fund  seeks  to  take  advantage  of  this 
dynamic  environment  with  a  carefully  selected,  diversified  portfolio  of 
companies  positioned  to  benefit  from  long-term  market  growth. 

The  Fund's  manager,  Rowe  Price-Fleming,  has  had  access  to  a  network 
of  international  investment  experts  in  Latin  America  for  over  15  years.  As 
America's  largest  manager  of  no-load  international  mutual  fund  assets, 
Rowe  Price-Fleming  has  the  expertise  needed  to  identify  investment 
opportunities  with  strong  long-term  potential.  Keep  in  mind  that  with 
greater  return  potential  comes  greater  risk.  As  with  any  stock  fund,  there 
will  be  short-term  price  fluctuation.  100%  no  load.  $2,500  minimum 
($1,000  for  IRAs). 

Call  24  hours  for  a  free  report 

1-800-541-6619 


Invest  With  Confidence 

T.RoweRice 


International  investing  has  special  risks,  including  currency  fluctuations,  volatility  of  emerging  markets,  and  limited 
geographic  locus.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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SMARTSUITE®  IS  FIVE  WINDOWS'"  APPLICATIONS  THAT  SHARE  THE  SAME  INFORMATION.  THE  SAME  LOOK  AND  FEEL 
AND  THE  SAME  WORK  ETHIC  -  1-2-3?  AMI  PRO*  WORD  PROCESSOR.  APPROACH'8  DATABASE,  FREELANCE  GRAPHICS 
AND  ORGANIZER!"  LOOK  INTO  IT.  A  SMARTSUITE  UPGRADE  COSTS  $299.  OR  GET  THE  SMART  SUITE  TRIAL  KIT 
INCLUDING  A  WORKING  MODEL  OF  1-2-3  AND  AMI    PRO.    FOR  $14. 95.    JUST  CALL  1-800-TRADE -UP,  EXT.  9598. 

SMARTSUITE   IS  ALSO  AVAILABLE   FOR  OS/2? 
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Investing 


DON'T  LET  THE 
JITTERS  THROW  YOU 


Getting  scared?  With 
both  stock  and  bond 
markets  falling  fast 
and  furiously,  you  may  feel 
there  is  nothing  you  can  do 
but  sit  tight  and  watch  the 
value  of  your  holdings  plum- 
met. That  might  not  be  such 
a  bad  idea.  As  many  inves- 
tors learned  in  the  1987  crash, 
selling  as  markets  fall  can  be 
a  mistake.  Those  who  did 
took  heavy  losses  and  missed 
out  on  the  upswing  that  fol- 
lowed. And  buying  can  make 
you  look  smart  later.  So  don't 
panic.  There  are  some  moves 
that  investors  of  all  stripes 
can  make  either  to  minimize 
the  effects  of  the  downturn 
or  to  take  advantage  of  it. 


From  its  high  of  3,985  on 
Jan.  31,  the  Dow  Jones  indus- 
trial average  had  fallen  nearly 
10%  by  Apr.  4.  The  drop  ri- 
vals the  correction  in  1990 
but,  so  far,  is  not  as  scary  as 
the  '87  crash.  There's  a  good 
chance  the  slide  is  a  correc- 
tion and  not  the  start  of  a 
bear  market.  It  may  get 
worse,  especially  if  peo 
pie  start  redeeming 
mutual  funds,  but 
most  signs  point 
to  a  healthy 
economy,  and 
market  experts 
say  there's  no  com- 
pelling reason  for  a 
prolonged  downturn.  In 
fact,  a  correction  has 


been  in  the  offing  for  so  long 
that  some  money  managers 
are  almost  relieved  to  see  it. 
One  might  look  at  it  as  a 
spring  sale  in  stocks. 

If  you're  a  long-term  inves- 
tor, you  should  trust  the  mix 
of  assets  you've  chosen  for 
your  portfolio  and  wait  for 
them  to  come  back.  Down- 


CONSERVATIVE 


FIXED  INCOME 

Shorten  up  maturities  of  bond 
funds  by  selling  long-term  hold- 
ngs  on  days  when  prices  rally.  Grad 
ually  move  into  cash,  certificates  of 
deposit,  and  money-market  funds  if 
rates  continue  to  rise. 


swings  such  as  this  iru 
good  case  for  mutual  f 
If  you  have  chosen  1 
managed  by  talented  p( 
let  them  take  advantaj 
opportunities  that  aris 
you  trust  the  manager 
fund  that  took  a  beatin 
cently,  buy  more  of  it 
that  the  share  price  is  1 
Review  your  ass 
location  to  see  if 
should  start  bu 
Let's  say  70%  of  yoi 
sets  are  in  stocks, 
market  is  down 
your  equity  alloc 
drops  to  63%.  Buy 
up  to  70%,  says 
Riepe,  vice-presidei 
consulting  services 
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m  Associates  Inc.  "The 
will  be  lower,  and  you'll 
a  good  position  to  take 
ntage  of  any  uptick." 
hat  to  buy?  Pick  any 
hy  company  whose  stock 
been  driven  down  by 
,-term  factors,  such  as 
national  turmoil  or  the 
5  market.  Fred  Kobrick, 
runs  the  aggressive- 
th  State  Street  Research 
al  Fund,  likes  technology 
s,  especially  semiconduc- 
and  capital-spend- 
ompanies  in  build- 
Ed  machinery 
as  Caterpillar 
A.  0.  Smith, 
e  are  down  as 
as  40%,"  he 
"They've  gotten 
»er  in  a  hurry." 
ittle  investor  Gary 
decides  a  price  is 
'hen  the  current  price-to- 
igs  ratio  is  less  than  the 
ear  average.  Ball  makes 
profit  levels  are  stable- 
rising— and  looks  for  a 
n  on  equity  of  at  least 
He  just  picked  up  Wash- 
l  Federal  Savings,  which 
Ang  a  4%  dividend.  Al- 
h  he  doesn't  buy  for  the 
md,  that  rate  will  still 
him  more  than  a  mon- 
irket  fund  if  the  market 
lues  to  fall.  He  likes 
companies  such  as  Mer- 
d  Bristol-Myers  Squibb 
ank  stocks  that  were  al- 
hurting— and  have 
ly  become  bargains  in 
ownturn. 

ro  CASH?  Ironically,  al- 
h  rising  interest  rates 
3d  this  slide,  sectors  nor- 

viewed  as  rate-sensi- 
such  as  utilities  and  fi- 

stocks,  have  been  doing 
says  John  Rekenthaler, 
■  of  Morningstar  Mutual 
That  may  be  because 
re  been  battered  for  a 

time  and  don't  have 

further  to  fall.  Some 
'ational  funds  in  Europe 
apan  are  also  in  strong 

all-capitalization,  high- 
h  funds  such  as  Twenti- 
Century  Growth  In- 
rs,  which  have  been 
ig  in  good  performanc- 
i  past  few  years,  have 
killed,  he  says.  "They 


gave  up  the  whole  year's  gain 
and  then  some."  But  for  those 
with  strong  stomachs,  these 
are  likely  to  be  the  most  re- 
warding when  the  market 
turns  around.  Stocks  with 
high  price-earnings  ratios  tend 
to  lead  the  market  both  down 
and  up,  says  Rekenthaler. 

You  might  be  tempted  to 
flee  from  stocks  into  cash,  be- 
fore your  holdings  lose  even 
more  value.  But  essentially, 
the  pros  say,  this  is  market 


LONG-TERM 


WITH  A  BALANCED  PORTFOLIO 
OF  STOCKS  AND  BONDS 

Don't  sell,  but  park  cash  in  safe 
spots  such  as  money-market  and 
ultrashort  bond  funds.  Experiment  with 
hedging  strategies  to  protect  holdings 
and  avoid  capital  gains  by  selling. 


timing,  and  there's  no  evi- 
dence that  you  or  anyone  else 
can  do  it  well.  You  may  even 
do  more  harm  than  good  if 
by  getting  into  cash  you  miss 
any  market  upswings,  says 
Ibbotson's  Riepe.  If,  on  the 
other  hand,  you  have  a  bun- 
dle of  cash  and  are  afraid  to 
buy  equities,  there  are  places 
to  stash  your  cash  (page  132). 

Even  fixed-income  inves- 
tors, who  have  the  most  rea- 
son to  panic  with  interest 
rates  rising,  shouldn't  do  any- 
thing radical.  Gradual- 
ly shorten  the  matur- 
ities in  your  bond 
portfolios  and  sell 
off  when  you  see 
an  opportunity.  "If 
you're  in  long- 
term  maturities  or 
funds,  get  out  at  any 
significant  rally,"  says 
Jay  Goldinger,  a  bond  analyst 
at  Capital  Insight  in  Chicago. 
He  warns  that  bond  funds 
will  point  to  their  brilliant 
track  record  over  the  past 
few  years  to  keep  investors, 
but  with  interest  rates  head- 
ing up,  the  party  is  really 
over.  He  says  there  are  apt  to 
be  selling  opportunities  over 
the  next  few  months  as  the 
market  recovers  and  rates 
relax. 

Equity  investors  can  use 
hedging  strategies  to  mini- 
mize losses  on  holdings.  This 
can  be  tricky,  but  when  it's 


done  right,  it  can  salvage  the 
worst  picks.  Selling  short- 
when  you  borrow  stock  from 
your  broker  in  the  hopes  that 
the  price  will  decline— is  not 
recommended  as  a  way  to 
hedge  against  a  broad-based 
decline.  Short  a  stock  only 
when  you  think  the  share 
price  will  drop  because  of  spe- 
cific fundamentals.  Ronald 
Elijah  manages  Robertson 
Stephens  Value  Plus  Fund, 
one  of  the  few  open-end  funds 
that  can  sell  short,  but 
he's  not  following  that 
course  because  he  thinks 
the  market  is  basically 
sound. 

To  prevent  losses— 
and  gains— you  can  do 
what's  known  as  selling 
short  against  the  box. 
You  match  your  existing 
long  holdings  with  short 
positions.  That  way,  you're 
"market  neutral"  and  can  nei- 
ther make  nor  lose  money. 
This  is  mainly  done  as  a  tax 
strategy  to  push  off  any  capi- 
tal gains  you  would  incur  by 
selling. 

But  by  using  options,  you 
can  protect  your  holdings 
while  maintaining  a  chance  to 
make  money  if  the  stock  ris- 
es. Full-service  brokers  em- 
ploy options  strategists  who 
develop  complex  ways  of  pro- 
tecting portfolios.  "The  prob- 


uy  more  of  companies  you 
now  and  like  as  they  get  cheap.  Pick 
up  new  names  from  battered  sectors  such 
as  technology  and  health  care. 


lem  is  that  most  people  call 
us  after  the  fact,  when  the 
stock  has  already  dropped  in 
price  and  it's  too  late,"  says 
Elliot  Spar,  senior  options 
strategist  at  Grunt  al  &  Co. 

Calls,  which  are  options  to 
buy,  rise  in  value  as  the 
underlying  stock  goes  up. 
Puts,  or  options  to  sell,  gain 
as  prices  decline.  If  you  sell 
an  option  on  a  stock  you  al- 
ready own,  it's  called  a  "cov- 
ered" option.  One  way  to  get 
a  partial  hedge  against  losses 
m  i  current  holding  is  to 
write  a  covered  call  option 


promising  to  sell  your  shares 
in  the  future  at  a  set  price. 
That  way,  if  the  stock  price 
falls,  the  person  who  bought 
the  option  will  not  exercise 
it,  and  you  get  to  keep  the 
premium  he  or  she  paid  for 
it.  If  the  price  goes  up,  and 
the  stock  gets  called  away,  all 
you  lose  is  upside  potential. 

Another  strategy  is  to  buy 
a  protective  put  option  on  a 
stock  you  own.  If  the  price 
drops,  the  gain  in  the  value  of 
the  option  will  help  mitigate 
the  loss  in  share  price.  This 
move  is  best  for  people  who 
expect  their  investments  to 
go  bust,  says  Spar,  who  re- 
fers to  the  strategy  as  "disas- 
ter insurance." 

downbeat.  If  you  are  pessi- 
mistic about  the  market  as  a 
whole,  you  can  buy  puts  on 
entire  indexes,  but  be  sure 
you  choose  one  to  match  your 
portfolio.  Most  common  for  in- 
dividual investors  is  Standard 
&  Poor's  100-stock  index.  If 
you  own  four  or  five  stocks 
bought  over  the  counter,  you 
could  hedge  them  by  buying  a 
put  on  the  OTC  index.  Options 
are  available  on  the  most  pop- 
ular indexes,  such  as  the 
large-cap  Standard  &  Poor's 
500  and  the  small-cap  Russell 
2,000.  A  riskier  move  is  trad- 
ing index  futures,  which  can 
be  bought  long  or  short. 

For  most  people, 
transaction  costs  and 
the  risks  of  active  hedg- 
ing strategies  are  too 
high,  warns  John  Mar- 
kese  of  the  American  As- 
sociation of  Individual  In- 
vestors. He  advises 
buying  select  stocks  that 
have  declined  and  hold- 
ing them. 

In  fact,  if  the  market  cor- 
rections of  the  past  have 
taught  investors  anything,  it's 
that  volatility  can  be  a  great 
tool  for  creating  bargains. 
"The  more  corrections  you've 
seen,  the  more  you  take  ad- 
vantage of  them,  and  the 
more  money  you  make,"  Ko- 
brick says.  The  markets  may 
not  look  friendly  now.  But 
keep  a  level  head,  and  you 
might  more  than  compensate 
for  losses  of  the  past  few 
weeks. 

Pain  Black  and  Amey  Stone 
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LIGHTS! 
CAMERA! 
LOCATION  FEE! 


While  most  of  us  can 
only  dream  of  ap- 
pearing on  the  sil- 
ver screen,  our  homes  may 
have  Hollywood  potential. 
Production  companies  con- 
stantly hunt  for  houses  and 
apartments  to  use  as  back- 
drops in  movies,  TV  commer- 
cials, magazines,  and  catalogs. 
And  it's  becoming  easier  to 
break  into  this  formerly  word- 
of-mouth  industry. 

"Years  ago.  a  place  would 
get  used  because  the  owner 
was  a  friend  of  the  photogra- 
pher or  a  location  scout 
knocked  on  your  door."  says 
Paula  Wolfson-Krauss.  an 
agent  in  Manhattan  who 
hooks  up  houses  and  apart- 
ments with  production  compa- 
nies. Krauss  is  among  a  crow- 


ing number  of  location 
agents  representing 
residences,  whose 
owners  can  earn 
S800  to  $5,000 
and  up  a  day, 
with  a  typical  net 
fee  of  S  1.000  to 
S1.500.  The  agent 
gets  a  commis- 
sion from  the 
production  com- 
pany, usually 
based  on  30%  to 
50%  of  the  home 
owner's  pay. 

To  find  an 
agent,  call  your 
state  or  county  film 
office.  If  the  film  office  keeps 
a  file  of  sites  to  show  produc- 
tion companies,  send  a  letter 
with  a  photograph  of  your 
home.  Another  resource: 
Filmed  on  Location:  A  Guide 
to  Leasing  Your  Property  as  a 
Film  Location  by  Jim  Leonis 
iS28:  800  984-FILMi. 

Your  home  doesn't  have  to 
be  a  castle.  There's  a  need 
for  studio  apartments  and 
modest  houses  with  the  Ar- 
chie Bunker  look.  Most  impor- 


tant is  that  interiors  have  nat- 
ural light  and  the  space  to  ac- 
commodate crews  and  equip- 
ment. Chances  of  your  home 
being  cast  are  best  if  you  are 
close  to  production  centers, 
especially  Los  Angeles,  New 
York,  and  Chicago,  but  also 
Miami,  Atlanta,  and  Houston. 
strangers.  Opening  your 
doors  to  a  production  compa- 
ny isn't  all  glamour.  "A  film 
crew  in  your  house  can  be 
like     a     tornado  coming 


through."  warns 
Connolly  of  1 
tions  Southwei 
Flagstaff, 
Marianne  Br> 
who  rents  out 
house  in  Palis 
N.Y.,  for  com 
cials.  recalls 
irate  neig 
who  couldn't  1 1 
for  work  bee 
the  street 
blocked  by 
and  vans.  Bi 
arranged  for  c 
to  park  at  a 
course. 

Before  a  shoot  : 
production  company  sh 
provide  you  with  an  insui 
certificate  stating  that  it 
able  for  damage  or  inju 
Ask  for  a  deposit  to  cove 
pairs  and  for  a  contract 
ing  the  premises  must  bt 
in  the  same  or  better  o 
tion.  "You're  inviting  sti 
ers  into  your  home  with 
of  equipment."  says  Con 
of  Locations  Southwest, 
wise  to  take  every  pre 
tion."  Susan  Sche 
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With  both  stock  and 
bond  markets  in  a  tail- 
spin,  you  might  want  to  stash 
any  cash  you  have  accumu- 
lated in  a  safe  spot  until 
things  settle  down.  Passbook 
savings  and  money-market 
accounts  are  earning  a  meas- 
ly 2.3%  on  average,  but  yields 
are  inching  up  on  alternatives 
that  pose  minimal  risk.  With 
virtually  no  risk,  you  can  get 
3%  or  more  from  short- 
term  certificates  of  depos- 
it and  money-market 
funds.  With  a  tad  more 
risk,  you  can  earn  5%  or 
more  from  an  "ultrashort- 
term"  bond  fund. 

For  investors  who 
want  federal  insurance 
behind  their  savings,  the 
average  annual  percent- 
age yield  on  a  six-month 
CD  has  risen  from  2.78% 
to  2.88%  since  the  Feder- 
al Reserve  hiked  short- 
term  rates  on  Feb.  4. 
Twelve-month  CDs  yield 
3.19%.  "If  you're  trying  to  do 
some  positioning,  6-  and  12- 
month  CDs  are  worth  looking 


Smart  Money 


WHERE  TO  PARK  THAT  STASH 
WHILE  THE  MARKET  REELS 


at,"  says  Hugo  Ottolenghi, 
editor  of  the  newsletter  100 
Highest  Yields  (800  327-7717). 
But  if  vou  go  out  longer  than 


SAFE  PLACES  TO  HIDE 


Investment 


Average  yield 


6-month  CD* 

2.88% 

12-month  CD* 

3.19 

Taxable  money-market  fund** 

2.86 

Tax-free  money-market  fund 

1.86 

Ultrashort  obligation 
bond  fund*** 

3.68 

'Annual  percentage  yield  (Mar.  30,  1 994) 
""30-day  averoge  annualized  (Mar.  29, 1994) 
"•12  months  through  Feb.  28,  1994 
DATA:  IBC/DONOGHUf,  UPPB  ANALYTICAL  SKU8JTIE  CORP 


a  year,  you  could  miss  out 
on  higher  yields  if  rates  con- 
tinue to  rise. 

Shop  for  the  best  rate  you 


can  get.  Tops  for  now:  New 
South  Federal  Savings  in 
Birmingham.  Ala.  (800  366- 
30301.  which  pays  an  annual 
percentage  yield  of  4.04%  on 
a  6-month  CD  and  4.40%  on  a 
12-month  CD. 

Rates  on  money-market 
funds— which  can  promise 
safety  of  principal  without 
early  withdrawal  penalty- 
are  also  up.  The  average  tax- 
able money-market  fund  was 
yielding  2.69%  and  is  now 
2.86%.  The  top-yielding  fund. 
Benham  Prime  Money  Mar- 
ket Fund,  now  offers  3.67%. 
HOLDING  UP.  If  you're  in  the 
31%  tax  bracket  or  higher, 
consider  tax-exempt  money- 
market  funds.  Although  the 
average  yield  is  only  L86%, 
you  may  get  a  better  af- 
tertax return  than  you  would 


with  a  taxable  fund.  Comj 
funds  by  dividing  the  tax 
empt  yield  times  100  by 
minus  your  tax  bracket 
tax-free  yield  of  2.3% 
someone  in  the  36%  bra< 
would  pay  3.6%  after 
1.023  x  100)/(l-.36)=3.6. 

For  a  boost  in  yield, 
low  risk  of  principal  loss, 
sider  an  ultrashort  b 
fund.  With  average  ma 
ities  of  less  than  a  y 
some  of  these  funds  o 
about  two  points  higher  j 
than  money  markets  or 
and  have  held  up  well 
spite  this  being  the  wi 
quarter  in  10  years  for  sr 
term  government  and  co 
rate  bonds.  Strong  Ad1 
tage.  for  example,  has  fa 
4<t  in  share  price  this  q 
ter,  but  with  about  a 
yield,  it  boasts  positive  t 
returns.  "It's  a  great  p 
to  hide  out  for  a  while, 
Jeffrey  Koch,  portfolio  n 
ager.  And  when  the  mar! 
stop  sliding,  you'll  have  < 
to  take  advantage  of  oppc 
nities  to  buy.      Amey  S 
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How  To  Meet 
Higher  Tax  Rates 
Head  On ...  And  Win 


ffith  today's  new  tax  rates,  millions  of  Americans  are 
inding  out  they're  paying  more.  Fidelity's  new  Spartan® 
California  Intermediate  Municipal  Portfolio  can  help 
ou  keep  more  of  what  you  earn. 

The  Advantages 
of  an  Intermediate 
Municipal  Fund 

Spartan  California  Intermediate 
Municipal  Portfolio  seeks  liigher 

current  tax-free  income 
than  a  money  market, 
with  lower  risk  than 
higher-yielding  long- 
term  bond  funds.1  The 
fund  maintains  an  aver- 
age maturity  of  3- 10 
years,  and  invests  pri- 
marily in  investment- 
grade  California 
municipal 

This  hypothetical  example  represents  Securities, 
annual  income  on  a  $10,000  investment 
The  figures  tor  the  taxable  investment 
assume  the  combined  effec- 

See  How  Much  More      ,ive  ^m^ST 
Income  You  Could  Keep 
When  You  Invest  Tax-Free 


Tax-Free 

Taxable 

Investment 

Investment 

Yielding  5.5% 

Yielding  7% 

The 
Taxes 

I  Yob  Pay 
$301 

The 

I  The 

Income 

BlhlKOiil'BI 

You 

You 

Keep 

Keep 

$550 

$399 

Higher  Yields  Through  Lower 
Costs  -  the  Spartan  Approach® 

The  fund  uses  Fidelity's  Spartan  Approach  to 
give  investors  a  way  to  earn  higher  yields 
through  lower  costs.  In  fact,  the  Spartan  family 
of  funds  has  consistently  rewarded  investors 
with  among  the  highest  yields  available. ' 

Protect  Your  Income  by 
Investing  Tax-Free.  Call  Today. 

For  California  residents,  taxes  on  income 
can  take  away  nearly  half  of  your  earnings, 
depending  on  your  tax  bracket.  Tax-free 
investing  is  a  way  to  keep  more  of  what 
you  earn. 

For  complete  information,  including 
charges  and  expenses,  call  for  a  free  fact  kit 
and  prospectus.  Read  the  prospectus  carefully 
before  you  invest  or  send  money.  (Minimum 
investment:  $10,000.)  Also,  ask  about  our 
Spartan  California  Municipal  Money 
Market  Portfolio.3 

Visit  a  California  Investor 
Center  or  Call  24  Hours 

1-800-544-3898 


Fidelity 


Investments' 


)rtion  of  income  may  be  subject  to  the  federal  alternative  minimum  tax.  -  Transactions  may  reduce  your  yield.  Based  on  yields  of  comparable  funds,  according  to  Upper 
tical  Services,  Inc.  Past  performance  is  no  guarantee  of  future  results.  Yields,  share  price,  and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares 
lvestment  in  the  money  market  fund  is  not  insured  or  guaranteed  by  the  LIS.  government,  and  there  is  no  assurance  that  a  $  1  share  price  will  be  maintained, 
ty  Distributors  Corporation. 


Personal  Business 


■  t's  being  trumpeted  as  the 
I  asset  sale  of  the  century— 
H  and  you're  invited.  From 
Italy  to  Taiwan,  scores  of  gov- 
ernments, caught  up  in  a  free- 
market  frenzy  and  needing 
cash,  are  selling  shares  of 
state-run  companies  to  the 
public.  This  sweeping  global 
privatization  movement,  in- 
volving more  than  50  nations 
and  expected  to  raise  some 
$.'500  billion  over  five  years, 
should  provide  opportunities 
for  individual  investors.  "Pri- 
vatizations tend  to  be  good 
long-term  plays,"  says  Vikram 
Pandit,  managing  director  for 
equity  capital  markets  at  Mor- 
gan Stanley.  "These  are  often 
the  largest  companies  in  their 
countries  and  thus  blue  chips 
in  basic  industries." 

Privatization's  popularity 
stems  partly  from  Britain's 
success  in  the  1980s  and  early 
1990s  unloading  everything 
from  water  utilities  to  airlines. 
Mexico,  Chile,  and  a  handful 
of  developing  countries  have 
also  done  well.  Now,  as  for- 
eign governments  sell  off 
most  or  all  their  holdings  in 
nationalized  companies,  inves- 
tors hope  to  get  in  on  the 
ground  floor  of  the  next  Brit- 
ish Telecom  or  Compania  de 
Telefonos  de  Chile,  whose 
share  price  has  increased  al- 
most sevenfold  since  its  initial 
offering  in  1990. 
THE  KICKOFF.  Of  course,  not  all 
privatizations  are  hits.  Some- 
times, a  government  overpric- 
es shares  or  a  newly  priva- 
tized company  falters  because 
of  an  industrywide  slump,  as 
was  the  case  with  British 
Steel  in  the  1980s.  However, 
according  to  a  study  done  for 
the  Global  Privatization  Fund, 
a  new  closed-end  fund  man- 
aged by  Alliance  Capital,  any- 
one who  invested  the  same 
amount  in  the  major  privat- 
ization issues  as  they  came  to 
market  during  the  five  years 
ended  in  December  would 
have  earned  a  174%  return, 
vs.  an  85%  gain  for  Standard 
&  Poor's  500-stock  index. 

How  can  individuals  play? 
One  of  the  best  ways  is  to 
buy  shares  in  mutual  funds 
focusing  on  a  region  or  coun- 
try involved  in  massive  pri- 
vatizations or  an  industry  ex- 


Irivesting 

YOUR  TICKET 

TO  THE  PRIVATIZATION  PARTY 


pected  to  undergo  extensive 
privatizations,  such  as  tele- 
com or  electric  utilities.  Al- 
liance's $1  billion  fund  is  the 
only  one  investing  exclusively 
in  privatized  companies,  but 
word  is  similar  funds  are  be- 
ing planned. 

About  half  of  all  planned 


cently  held  rights  offerings  to 
raise  cash  in  part  to  buy  pri- 
vatization issues.  In  Asia,  the 
Malaysia  Fund,  Thai  Capital 
Fund,  and  Jakarta  Growth 
Fund  are  good  plays. 

Oscar  Castro,  a  portfolio 
manager  of  Montgomery  Glo- 
bal Communications  Fund,  be- 


PRIVATIZED  COMPANIES  WITH  ADRs 


^t^^K  • X i 


TELEFONICA  DE  ARGENTINA  12/1/91  24  57.50 

BRITISH  STEEL  12/5/88  23.38  19.625 

BRITISH  TELECOMMUNICATIONS  12/1/84  15.50  56.25 

COMPANIA  DE  TELEFONOS  DE  CHILE  7/1/90  16.13  86 

ELF  AQUITAINE  (France)  6/13/91  29.37  31.25 

RHONE-POULENC  (France)  2/3/93  23.48  23.50 

TELEFONOS  DE  MEXICO  5/1/91  27.25  57 

TELECOM  CORP.  OF  NEW  ZEALAND  7/1/91  22.58  44 

BANCO  COMERCIAL  PORTUGUES  6/11/92  15.44  15.125 

REPSOL  (Spain)  5/10/89  14.35  29 

TELEFONICA  DE  ESPANA  (Spain)  6/1/87  20.88  35.125 

DATA:  CL0UL  MESTIHG,  BUDGE  INFORMATION  SYSTEMS  INC,  MONTGOMERY  ASSET  MANAGEMENT,  BANK  OF  NEW  YORK 


7/1/90 
6/13/91 
2/3/93 
5/1/91 

7/1/91 
6/11/92 
5/10/89 

6/1/87 


16.13  86 

29 .37  31.25 

23.48  23.50 

27.25  57 


privatizations  are  in  Western 
Europe,  with  airlines,  banks, 
insurance,  energy,  and  tele- 
phone companies  topping  the 
sales  list.  Leading  the  effort 
are  France  and  Italy,  which 
kicked  off  big  privatization 
programs  late  last  year.  The 
only  country  funds  focusing 
on  these  nations  are  the 
closed-end  France  Growth 
Fund  and  Italy  Fund;  both  re- 


lieves some  of  the  best  buys 
will  be  in  the  telecommunica- 
tions sector.  About  28  nation- 
al telephone  companies  are 
expected  to  be  sold  to  the 
public  in  the  next  three  years. 
"When  a  company  privatizes  a 
phone  company,  you're  almost 
guaranteed  to  make  money," 
says  Castro.  An  investor  who 
bought  shares  at  the  initial 
public  offerings  of  the  12  for- 


eign phone  companies 
tized  from  1987  to  1990 
have  earned  an  annualize 
erage  return  of  48.6% 
says.  The  only  one  of  th 
en  phone  companies  i 
group  whose  share  price 
down  was  Nippon  Telepj 
&  Telegraph,  which  wa 
vatized  in  1987. 

Another  option  for  i 
tors  is  to  buy  shares  in 
panies  earmarked  for  p 
ization  that  are  already 
owned  publicly  and  tra 
American  Depositary 
(adrs).  Glenn  Carlson,  a 
aging  director  at  Brand 
vestment  Partners  in  Sanj 
go,     favors     the  It 
telecommunications  com 
stet,  which  trades  abou 
times  cash  flow  comp| 
with  the  phone-compan 
erage  of  seven  to  eight  t: 
The  company's  cheap  pri 
based  on  its  inefficient 
agement  ;  that  situation  s 
change  after  the  privatizi 
expected  next  year,  he 
Because  stet  trades  ove: 
counter  in  the  so-called 
sheets  market,  your  b 
will  have  to  call  a  speci 
dealer  for  price  quotes. 

Investors  might  also  o 
er  buying  ADRs  of  newly 
tized  companies.  Vivian 
editor   of   Global  Inve 
newsletter,  recommends 
tuto  Mobiliare  Italiano, 
nancial-services  group  wit] 
billion  in  assets  privatizi 
February  and  trading  o; 
New  York  Stock  Exchan: 

Some  experts  say  ho 
issue  three  to  five  yea 
give  time  for  companies 
efficiency.  But  Mark  Bre 
Global  Privatization  Fond 
ager,  says  privatization  s 
tend  to  register  their  stroi 
gains  during  the  firs 
months  after  going  public 

One  wild  card  can 
country's  inexperience 
sider  Poland's  sale  in  Jan 
of  Slaski  Bank.  Underpin 
shares  quickly  rose  ti 
times  their  original  value 
when  investors  rushed  to 
in,  the  fledgling  Polish  i 
market  couldn't  handle  aani 
volume  and  few  could 
The  moral?  Make  sure 
country  has  a  seasoned  i 
market.        Susan  Sche 
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MOREP 
THAN  YOU 
THINK. 
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The  original  price  of  a  PC  is  just  a  fraction  of  its  true  cost  to  your  company.  Service  and 
lintenance.  Support.  Configuration.  Network  integration.  Add  up  all  the  costs,  and  a  three- 
susand  dollar  PC  consumes  more  than  $17,000  over  its  entire  lifetime.  For  1,000  computers, 
it's  over  1 7  million  bucks.  But  you  can  cut  those  costs  in  half. 

We're  ENTEX — the  world's  largest  PC  systems  integrator.  We  help  more  Fortune  1 ,000 
npanies  efficiently  manage  their  PC  asset  base  than  anyone  else  in  the  business. 

If  you  want  to  find  out  how  much  money 
j're  really  eating,  give  us  a  call:  1-800-597-8620. 

EC 


cNTEX  is  a  leading  business  partner  of  NEC  Technologies. 


The  EntRrnrisfi  Tenhnnlnav  Hnmaanv 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (31 2)  337-5633  OR  WRITE: 


_  _  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


Call  for  SEMINAR 
locations  and 
dates 


Steel  Framed 
Homes 


DISTRIBUTORS  WANTED 

♦  Low,  Refundable  Investment  ♦  100  N 

♦  Extra  Protection  from  High  Winds,  Fire. 

♦  Fast.  Simple  Bolt-together  Construction 

♦  Energy  Efficient  9"  (R-30)  Insulation  « 

Call  lo  Order          Mfo  Tr LOfp^l 

S19. 95  VIDEO  or  HI 

FREE  Into  Packet     ....  £  Structures  Inc 

odels  &  Customs 
Termites  &  Earthquakes 
♦  Complete  Support 
Construction  Training 

 CALL  TOLL  FREE  TODAY  

1-800-TRI-STEEL 

(8171497-7070  Fir  (J17)  *97-7*97 

Health/Fitness 


Breathe  Easier 


Tobacco  smoke,  dust  and  poller,  can  make  breathing 
difficult  and  hazardous. 

The  Friednch  Electronic  Air  Cleaner  removes  up  to 
99%  of  these  pollutants...  quickly,  quietly  and 
effectively!  And  it  costs  just  pennies  a  day  to  operate. 

For  more  information  and  a  FREE  CATALOG 
Call  1-800-541-6645  In  Texas  1-800-442-2085 

FRIEDRICH  AIR  CONDITIONING  CO 


Marketing  Consulting 


Computerized  Analysis  of 
Interviews,  Focus  Groups, 
and  Open-Ended  Surveys 

Unbiased.  Insightful. 
Pure  Customer  Opinion 
Clients  include:  IBM.  Apple.  Kodak. 
Gannett  &  more 
Call  Polansky,  Inc. 
716/292-5460 


Sports  Equipment 


Presentation  Equipment 


LXSIR 
POCKEf%UNTER 


P.O.  Box  271 2 
Saffl  Ramon.  CA  94583 


I  Buy  Quar, 
»  Range  up  to  100  y& 
•  W£  sicuoe  2  AAA 

Batteries 

TOLL  FREE 
800-291-5511 


Cheat 
At  Tennis 

tennis  ti  tor  Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Menswear/Fashion 


MEN 'SWIPE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety,  styling  and 


HITCHCOCK  SHOES.  INC 

Dept.  5?  I)  Hmaham.  MA  02043 


Art/Collectibles 


1 


ituring  the 
country's 
largest  selection  of 
nigh-quality  art 
reproductions  on 
cancas.  All  pieces 
are  hand-finished. 
The  only  thing 
missing  is  the  high 
price! 


Call  1-800-279-4-ART 

n  for  your  FREE  color  catalog 

Of  write:  Fine  Art  Impressions. 
240  North  Garden.  DepL  BW-l,  Mai/  of  Am 
Bhommgton,  MTi  55425-5550. 


James  B'-irifTswertfa  (1817-1894) 
Volunteer  vs  Thistle 


T 

J.  largest 
collection 
of  framed 
Oil  Repro- 
ductions on 
Canvas.  Our 
color  catalog 
of  over  3CC  images  includes  Impress- 
ionists, Florals,  Still  Life.  Landscapes. 
Seascapes,  Portraits.  Primitives,  Groups 
and  Figures,  Children.  Religious.  Nauti- 
cals.  Hunt  and  Sporting  and  Western 
An.  S5.CC  (refundable!. 
Call  S3C-222-6S27,  Dept  640. 

PO  Drawer  D-MZ  •  Son 


Health/Fitness 


Tan     at  Home 

World  Famous  Kla/sun  Beds 

R  E  C  T 


FACTORS  D 

800-965-9696  FAX  407-253-5546 

KLAFSUN  " 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work  Lite  and  Academic 
,-r^''?=r^v   Experience  •  No  Classroom 
V??2>jl     Attendance  Required 
Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  Oept  170 
Los  Angeles  CA  90049  USA 


Catalogs/Marketing 


Get  your  products  into  millioi 
of  mail  order  catalogs'  We're 
commissioned  manufacturer's 
firm  specializing  in  selling  to 
growing  market.  Please  call: 
Direct  To  Catalogs,  Inc., 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301  432-4410. 
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Business  Opportunities  PTJT 

 r+t 


*  VENDING  *  I 
Big  $  $  $  Income  ■ 


Lowest  Wholesale  Prices 

•  Bulk  •  Soda 

•  Snack  •  Honor  Boxes 

•  Condom  •  Mint  Vendor! 
No  Minimum  No  Maximum 

1-800/881-2535 


m 
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China's  Silicon  Valley 
Excellent  Opportunities 

Located  in  Beijing.  3  years  tf 
free,  export  assistance  an 
more.  Ideal  for  Xorth  America 
high-tech  firms  expanding  in  Asi 
Call  Austech  Development  In 
800-361-8722  •  905-270-02' 


  Business  Partner  - 

in  Russia 

A  Russian  company  offers  opportuif5. 
for  local  partner  to  sell  products 
the  Russian  market.  Candidates  m 
have  outstanding  back  referenc 
Your  proposals  write  or  fax:  Russ 
102064,  Moscow.  Box  389  Fax:  (0 
964-09-55  Box  Intero 


Business  Services 


■to 

•a-i 


 Business  Plans 

Before  you  buy.  borro 
franchise  or  expand,  you  ne> 
a  professionally  written  pla 
Document  shows  your  obje 
tives,  markets,  financials,  et 
Everything  you  need  to  succe^ 

1-800/769-1272 


4tm 


RESEARCH  REPORTS' 


19.850  academic  topics  available 
Send  $2.00  for  the  290-page  catalog1 
Custom-wntten  reportsalso  available  1-f 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave ,  #206BF 
Los  Angeles  CA  90025 
Toll  Free  Hotline:  800-351-0222' 
(California:  310-477-8226)  r 
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SET  UP  A  TRUST  OR  J 
INCORPORATE  OFFSHOR 


Offshore  Companies  US  $35 

Offshore  Trusts  $750 
Contact:  Management  Servio 
PO  Box  6-5879 
EI  Dorado,  Panama 
Fax:  011-507-27-1358. 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (3 1 2)  337-5633  OR  WRITE: 
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BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Health/Fitness 


ENSDIREi 


■  eup  to  75%  on  Contact  Lenses 

I 


•AUBCHF,  LOMB 


00%  Guaranteed  •  Open  7  days  | 
Major  credit  cards  accepted 
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vestment  Opportunities 


,  F-SHORE  CLIENTS? 

I  

|  es  agents  wanted  for 
man  Islands  based  mutual 
1  ds.  For  details  contact: 
1  m-Mark,  Inc.  P.O.  Box 
717,  Miami,  FL  33149, 
::  305/365-9342 


Education/Instruction 


iversity  Degrees 


iatt  Paced     Home  Study 
slat*  Bachelor  Master  Doctor 

ass  Admin,  Psychology,  Finance. 
Srtgmt.  Law,  Paralegal,  xf*55*^ 
usiness,  Health  Care,  /^^Tx^, 
n  Resources  Admin,    ml-  ? 
5)477-2254(24  hrs) 
ern  California  University  ^$Stey 
ashion-BW,  Tustin.  CA  92680 


-n  MBA  At  Home  [>x] 

/M.S.  Programs  Also  Available 
iess.  Environmental  Sti  dies.  Computer  Science 
students  from  Fortune  500  companies 

CHADWICK 

UNIVERSITY 

lrning  not  limited  by  classroom  walls  " 
ree  catalogue  call:  1-800-767-2423^ 


XTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
dit  tor  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

it.  569  Mandeville,  LA  70470-4000 


omputer  Equipment 


HWLETT-PACKARD 
Buy-Salt-Trade 

jerJet  ColorPro 
skJet  Draft  Pro 

ggsdWrtter  DratVMaster 
«trostatlc  Plotters  DesignJet 
'  I  Workstations  and  Vectras  also  available. 

j  Dasher  3,  Associates 

•1  .acond  Ave..  S.  Birmingham.  AL  35222 
II  »  205/591^1747  Fan  205/591- II 08 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

.  Programmed  to 

Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Presentation  Equipment 


QUIT  pointing 
your  finger! 

Point  with 
LASERAIM 

LIMITED 


OFFER! 

Reg. 
$79.95 
Limited 
Offer 

$5995 

Batteries 
Included 


LAP700 

Send  check 
or  money  order 
with  $5  S  &  H  to: 
ETI,  P.O.  Box  3548 
Little  Rock,  AR  72203 


(501)375-2227 


Contact  Lenses 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

FJAUSCH  .  LOMB  VfSXXl 

FREE  BROCHURE 

1 1  ■  ■  ■  ■  ■  ■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  loot  mid-market  concept  based  on  its 
proven  metro  stores  (the  lamed  "11,000  square  loot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  Buffet'" and 
The  Brass  Bell  Bakery*  popularized  in  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages.  Call  lm.^^L^Mf  ^S^mtW/ 

1-800-284-5673  for  franchise 
information.  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Steaks.  »u  ,^ 


Franchising 


ADDUPTHE 


1—  Industry  leader  in  network  sales  five  years 
in  a  row 

2—  Industry  leader  in  number  ol  domestic 
franchise  centers 

3—  Rated  industry'  leader  in  Success,  Entrepreneur 
and  Income  Opportunities  magazines 

THEY  AIL  ADD  UP  TO  #1. 
^L^Sir  Speedy,  Inc. 

For  printing  &  copying  franchise  opportunities  call: 

800-854-3321  #i 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 


t  COMMEMORATE 

A  TOURNAME 


3  RATS 


RECOGNIZE 

A  CONTRIBUTION 


Travel 


&     CULTURAL  FOLK  TOURS 

and  Bora  Ozkok  present  1 6th  year  lours  of 

TURKEY 

GREECE  &  EGYPT 

TOURS,  FIT'S,  GROUPS  &  CONVENTIONS 

1-800-935-8875 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


CUSTOM  MADE 
TIES  tSOimn 
SCARVIf  iOOfflin 
CRESTS  I2mtn 


(800)  252-5966 
-4142,  FAX:  (203)  329-7849 


EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


IMPRINTED 
SOLAR 
CALCULATORS  I  «p 
AS  LOW  AS  I  «K 

$2.69 


Free  48-page  catalog  with  hundreds  ol 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  710 

FAX  1-510-786-1111 


ld,lld,lJ,lii,l/J*lrtTTffll 


America's  Choice  for  corporate 


capability :  executive  programs 


THE  REALITIES  O 


Created  by  Business  Week 
In  association  with: 

M  i  c:  roAg  e 

Infosystems  Services 

Speakers  include: 

Jay  C  h  i  at  ,  CEO  and  Chairman, 
Chiat-Day  Inc.  Advertising 

Michael  L.  Joroi  f,  Ph.D. 
Director,  Research  and  Special  Planning, 
MIT  School  of  Architecture  and  Planning 

PAUL  SAFFO,  Director,  Emerging 
Technologies,  Institute  for  the  Future 

Alan  P.  Ha  in,  Vice-Chairman 
and  Co-Eounder,  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


THE  REAL!  T  Y  I  s  -  portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  -  instantly. 

I  aking  control  ot  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies. 


M\cioAq& 

infosystems  services 


For  CIOs,  advertising,  sales,  marketing, 
purchasing,  personnel,  data  processing, 
planning  &  development,  commu- 
nications and  engineering  executives, 
and  other  senior  managers  who  wish 
to  take  hold  or  latest  technologies  and 
management  strategies,  while  making 
direct  contact  with  top-level  technology  Wj 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


To  register  for  The  Virtual  Office  conference, 
call  the  Business  Week  Registrar  at 
(800)  82 1  - 1329,  fax  your  response  to 
(21 2)5 1 2-6281 ,  or  mail  this  coupon  to: 

Ann  McKenna 

Business  Week  Executive  Programs 

1221  Avenue  of  the  Americas,  36  th  floor 
New  York,  NY  10020 


N  A  M  I 


TlTLI 


COMPANY 


Address 


"El  I  f  I'HONt 


Facsimile 


Primary  Business 
Fee:  $S7S 

Bill  my:  □  American  Express 


Annual  Revenue 
□  Check  Enc  i  ose  d 
Masteri  ard 


Bill  me 
Visa 


Executive 
programs 


Account  Number 


Expira  i  ion  Da  i  f 


Copyright  1994  McGraw-Hill,  Inc. 


Signature 

(AM  IMA  I  ION  Pol  It  V 

All  cancellations  must  be  received  in  writing.  Those  postmarked  after  May  M.  /99->  will  be  subject  to  a  service  charge  oj  SI  50  Registrant 
who  fad  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee.  You  may.  if  you  wish,  send  a  substitute 


tODUCTION 

nge  from  last  week:  0.2% 
nge  from  last  year:  1 .5% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  8.1% 

236  


Mar  26 
190  7 


Mar.  26 
232.7 


Mar.  19 
190  3 


218  . 


Mar 
1993 


July 
1993 


Nov 
1993 


Mai 

1994 


,  llllhllllll 


Mar.  19 
232.4r 


Ma 

1993 


J.I, 

1993 


production  index  rebounded  during  the  week  ended  Mar  26.  Seasonally 
sted  output  levels  of  autos  and  trucks  were  up  very  strongly,  and  steel  output 

increased.  Electric  power,  crude-oil  refining,  coal,  paperboard,  and  lumber 
luction  and  rail-freight  traffic  all  declined,  while  paper  output  was  unchanged 

the  previous  week.  Before  calculation  of  the  four-week  moving  average,  the 
t  rose  to  190.8  from  a  revised  190.3  in  the  week  of  Mar.  19. 


BW  production  index  copyright  1994  by  McGraw-Hil 


1993  1994 
The  leading  index  increased  during  the  week  ended  Mar.  26,  but  weakness  in 
the  most  recent  data  suggests  that  the  overall  index  will  slip  in  coming  weeks.  Lower 
stock  prices,  higher  bond  yields,  and  lower  growth  rates  for  M2  and  real  estate 
loans  all  signal  slower  economic  growth.  Materials  prices  picked  up,  and  the  number 
of  business  failures  was  unchanged.  Before  calculation  of  the  four-week  moving 
average,  the  index  fell  to  232.9,  from  234  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


III 


DUCTI0N  INDICATORS 


■  l*MI!MI!MttW.I 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

(4/2)  thous.  of  net  tons 

1,898 

1,879# 

5.9 

S  (4/2)  units 

1 15,051 

147,043r# 

-13.1 

KS  (4/2)  units 

94,155 

127,529r# 

-13.9 

RIC  POWER  (4/2)  millions  of  kilowatt-hours 

53,607 

54,419# 

1.8 

E-0IL  REFINING  (4/2)  thous.  of  bbl./day 

12,870 

12,71 3# 

-4.4 

(3/26)  thous.  of  net  tons 

21,823# 

22,533 

9.5 

(BOARD  (3/26)  thous.  of  tons 

865  0# 

862.3r 

4.9 

1  (3/26)  thous.  of  tons 

839.0# 

841. Or 

5.1 

ER  (3/26)  millions  of  ft. 

475.5# 

496.1 

-1.4 

:REIGHT  (3/26)  billions  of  ton-miles 

22. 2# 

22  5 

4  7 

es:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
an  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  VWVPA',  SFPA*1,  Association 
rican  Railroads 


EIGN  EXCHANGE 


Latest 
week 

Week 
ogo 

Year 
ago 

ESE  YEN  (4/6) 

105 

103 

113 

i 

AN  MARK  (4/6) 

1.71 

1.67 

1.62 

i 

H  POUND  (4/6) 

1  47 

1.48 

1.52 

ii 

H  FRANC  (4/6) 

5  86 

5.72 

5  47 

I 

HAN  DOLLAR  (4/6) 

1  38 

1  38 

1.26 

R 

FRANC  (4/6) 

1.45 

1.42 

1.49 

i 

AN  PESO  (4/6)1 

3.361 

3.358 

3.099 

jfc  iSl  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
fc  expressed  in  dollars 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

II 

(4/6)  $/troy  oz. 

383.900 

387  150 

14.0 

if 

5CRAP  (4/5)  #1  heavy,  $/ton 

135.00 

139.50 

25.6 

K 

1TUFFS  (4/4)  index,  1967=100 

217.3 

219.5 

6.4 

ce 

R  (4/2)  C/lb. 

92.5 

95.0 

-8.5 

u 

NUM  (4/2)  C/lb. 

63.5 

63.3 

20  4 

* 

(4/2)  #2  hard,  S/bu. 

3  61 

3.59 

-4.7 

X 

N  (4/2)  strict  low  middling  1-1/16  in.,  C/lb. 

73.17 

72.24 

31.9 

i© 

Hi 

s:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Kansas  City  market,  Memphis  market 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  |4/i)S&P500 

450.95 

466.16 

0.4 

CORPORATE  BOND  YIELD,  Aaa  (4/1) 

7.65% 

7.49% 

0.1 

INDUSTRIAL  MATERIALS  PRICES  (4/1) 

97  4 

97.5 

-1.0 

BUSINESS  FAILURES  (3/25) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (3/23)  billions 

$417.4 

$418.7r 

3.0 

MONEY  SUPPLY,  M2  (3/2 1)  billions 

$3,551.1 

$3,550.0 

3.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/19)  thous. 

340 

345 

-2.0 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  a 
on  business  failures  and  real  estate  loans 

un  &  Brad- 
djusts  data 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

EMPLOYMENT,  CIVILIAN  (Mar.)  millions 

122.0 

122.3 

2.0 

UNEMPLOYMENT  RATE,  CIVILIAN  (Mar.) 

6.5% 

6.5% 

-12.2 

PERSONAL  INCOME  (Feb  )  annual  rate,  billions 

$5,600.6 

$5,529  3r 

3  2 

12  LEADING  INDICATORS  COMPOSITE  (Feb  )ind 

sx  100.4 

100.5r 

1.3 

Sources:  BLS,  Commerce  Dept 

l.'.V!  i  i\  ill '  1  ■]  ^  \  iV:  vHHHHILHHH 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/21) 

$1,143.1 

$1,141.6 

10.2 

BANKS'  BUSINESS  LOANS  (3/23) 

286  0 

286  7r 

3.4 

FREE  RESERVES  (3/30) 

759 

l,024r 

-35.4 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/23) 

150  1 

155  7 

2.0 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/5) 

3.60% 

3.45% 

3. 11% 

PRIME  (4/6) 

6.25 

6.25 

6.00 

COMMERCIAL  PAPER  3-MONTH  (4/5) 

4  02 

3  87 

3.17 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/6) 

3.90 

3.83 

3.1 1 

EURODOLLAR  3-MONTH  (4/i) 

3.80 

3.79 

3.1 1 

Sources:  Federal  Reserve,  First  Boston 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
■ern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  marketvalue     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2"..  of  the  earth's  sur- 
face Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species  Tragically, 
96.000  acres  of  rain 
forest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

V^hen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 
Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  \bu'd  better  call  now. 


The  National 
Arbor  Day  Foundation 

Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Accion  International  110 
Adidas  86 

Adriana's  Bazaar  104 
Aegir  Systems  104 
Aeroquip  125 
Aerospatiale  59 
Aldila  85 

Alliance  Capital  110,  134 
Alza  46 

American  Airlines  54,  112 
American  Express  52 
AMR  104 

Andie's  Restaurant  106 
Ann  Sathers  106 
A  O.  Smith  130 
Apple  94,  112 
Arista  Records  8 
Arthur  Andersen  104 
AT&T  46,  56,  100 

B 


Bankers  Trust  32,  102 
Bank  Julius  Baer  32 
Bank  of  America  110,  112 
Bank  of  Tokyo  58 
Barclays  de  Zoete 

Wedd  40 
Bear  Stearns  32 
Bell  Atlantic  50 
Benham  Prime  Money 

Market  Fund  132 
Blockbuster 

Entertainment  50 
Borland  International  43, 

52 

Brandes  Investment 
Partners  134 
Bristol-Myers  Squibb  130 
British  Steel  134 
British  Telecom  134 
Britton  Lee  116 
Brooks  Sports  86 


Cakes  Across  America  104 
Callaway  85 
Capitol  Insight  130 
Casio  94 
Caterpillar  130 
CB  Commercial  6 
Central  Maine  Power  125 
Chase  Manhattan  Bank  32 
Chemical  Bank  32 
Chrysler  54,  56 
Citicorp  32,  100,  112 
Citizen  Watch  94 
C.J  Lawrence  40 
Cleveland  Twist  Drill  104 
CNN  50 
Coco-Cola  98 
Cognetics  104 
Connect  112 
Consolidated  Edison  60 
Consolidated 
Freightways  52 
Continental  Airlines  52 
Converse  86 
Country  Garden  104 
Cox  Enterprises  50 
Credit  Lyonnais  59 
CS  First  Boston  26,  32,  98 
Cummins  Engine  100 


Daiwa  Bank  58 
Dayton  Hudson  104 


Delta  Air  Lines  8 
Decathlon  86 
Digital  Equipment  112 
Dreyfus  32 
DRI/McGraw-Hill  26 
Duff  &  Phelps  98 
DuPont  32 


EDO  85 

EDventure  Holdings  112 
Electronic  Marketplace 

Systems  112 
Eli  Lilly  46 
Enterprise  Integration 

Technologies  112 
Eurotunnel  Group  60 


Kodak  46,  54 


Fenwick  85 
Fidelity  Investments  32 
Fila  Group  86 
Ford  54,  100,  118 
Forrester  Research  94 
Fuji  Bank  58 

G 


General  Mills  52,  104 
Gennevieve's  110 
Gianna  International  104 
Glickenhaus  102 
Global  Privatization 
Fund  134 
GM  8,  100 

Goldman  Sachs  32,  37,  58 
Granite  Capital  38 
Great  Western  Bank  6 
Grumman  52 
Gruntal  130 
H 


Hanna  Andersson  104 
H.C  Wainwright  102 
Hewlett-Packard  52,  112, 
118 

Hitachi  118 
Hokkaido  Takushoku 
Bank  58 

Hollywood  Pictures  48 
Honeywell  100,  118 
Hook-SupeRX  52 
Hughes  Electronics  104 
HydroOuebec  60 


Ibbotson  Associates  130 
IBM  46,  100,  118 
Informix  116 
Intel  112 

Intermagnetics  102 
International  Data  112 
Istiruto  Mobiliare 
Italiano  134 
Italy  Fund  134 


Jakarta  Growth  Fund  134 
James  Capel  Pacific  58 
J.  P.  Morgan  32 
Just  Brakes  104 


Kaiser  Aerospace  85 
Kellogg  52 
Kennedy  Wilson 
International  58 
KFC  86 

Kidder  Peabody  32,  98 


L'Oieal  12 
Lazard  Freres  102 
Lehman  Brothers  52,  59 
Lifetime  Television  50 
Locations  Southwest  132 
Lockheed  52 
Lotus  43 
LVMH  59 

Lyonnaise  des  Eaux  59 

M 


Malaysia  Fund  134 
Marilyn  Burns  Education 

Associates  104 
Martin  Marietta  52 
Maruti  Udyog  100 
Matsushita  50 
MCA  50 
McCaw  Cellular 

Communications  42,  50 
McDonnell  Douglas  52 
McGraw-Hill  30 
McKinsey  86 
Mercedes-Benz  56,  100 
Merck  130 

Merrill  Lynch  26,  32,  40, 
104 

MGM  Studios  59 
Microchip  Technology  102 
Microsoft  52,  116 
Millipore  102 
Minnetonka  104 
Miramax  Film  48 
Mitsubishi  Bank  26 
Montgomery  Global 
Communications  Fund  134 
Morgan  Stanley  6,  134 
Morningstar  32,  130 
Motorola  46 
MTV  50 
N 


NBC  22 
Nellcor  102 
New  South  Federal 
Savings  132 
Nike  86 

Nippon  Telegraph  & 
Telephone  134 
Nisho  Iwai  58 
Nonvolatile  Electronics  118 
Northern  Telecom  100 
Northrop  52 
Novell  43,  52 
Nynex  54 


Oppenheimer  32 
Oracle  43,  116 


Pacific  Bell  112 
PaineWebber  43 
Paramount 
Communications  50 
Pechiney  59 
PepsiCo  98 
Philips  Electronics  118 
Piper  Jaffray  Capital  38 
PPG  Industries  46 
Pret  106 

Price  Waterhouse  43,  86 
Prudential  32 


Quaker  Oats  98 
Quantum  Fund  32 


Reebok  86 
Republic  Securities  32 
Revco  52 
Rhone-Poulenc  59 


RJR  Nabisco  46 
Roadway  52 
Robertson  Stephens  1 
Plus  Fund  130 
Rose  Law  Firm  42 
RSA  112 


Saks  Fifth  Avenue  II 
Sakura  Bank  58 
Salomon  Brothers  3 
S&N  Engineering 
Services  104 
Secured  Capital  58 
Seiko  Instruments  9^ 
Shawmut  8 
Siemens  118 
Silicon  Graphics  10 
Slaski  Bank  134 
SoftAd  Group  104 
Southern  Bell  50 
Southern  Developmi 
Bank  42 
SpencerStuart  46 
St.  Jude  Medical  4< 
Standard  &  Poor's  Mw 
State  Street  ResearcjpltS  I 
Capital  Fund  130 
Statesman  Group  1 
STET  134 
Stouffer-Mayflower 
Strong  Advantage 
Studio  90  106 
Sumitomo  Trust  58 
Sun  Microsystems  i 
Sun  State  Electronic 
Suzuki  100 
Sybase  43,  116 
Synerdyne  94 

T 


Tata  100 

TCBY  Enteprises  42 
TeleCheck  Services 
Tele-Communication 
116 

Texas  Instruments  9 
Textron  85 
Thai  Capital  Fund  1 
Thomson  118 
Timberlond  86 
Transmanche  Link  t 
Tyson  Foods  42 


USAir  8 

USA  Network  50 
Usinor  Sacilor  59 


2! 


Viacom  8,  50 
Volkswagen  100 

W 


Wal-Mart  42 
Walt  Disney  48 
Washington  Feden 

&  Loan  130 
Wexler  Group  54 
WMX  Technologies 
Women  &  Children 

First  106 
Woolworth  52 
WordPerfect  52 


Zasu  106 


"lot 


vestment  Figures  of  the  Wee 


;  MENTARY 

|l  e  it  or  not,  the  stock  market 
I  I  the  week  up— but  it  was  a 

-curdling  week  in  the  finan- 
J  arkets.  Driven  down  by  wide- 
ii  d  fears  of  renewed  inflation, 

•opelled  by  forced  selling  of 
||  ling-market  stocks  and  mort- 

jacked  securities,  bond  pric- 
I  nmeted.  The  stock  market 
I  ed,  with  the  Dow  Jones  in- 
I  il  average  falling  below 
'  I  on  Apr.  4  Small-cap  stocks 
ij  ievastated.  But  the  market 
I   ired  smartly  on  Apr.  5.  For- 
j    arkets  also  realized  gains. 


STOCKS  BONDS  THE  DOLLAR 

Apr       Oct.      Apr.      Mar  31 -Apr.  6  Apr.      Oct.      Apr       Mar.  31 -Apr.  6  Apr.      Oct.      Apr      Mar.  30  Apr.  6 


450  1700 
448  05 


52-week  change 
+  1.2% 


 430  1300 

1 -week  change  52-week  change 

+0.6%  -4.7% 





  1380       70  I 

1 -week  change  52-week  change 

-1.4%  +2.3% 


1-week  change 
+  1.2% 


RKET  ANALYSIS 


STOCKS 


Latest 


%  change 
Week  52-week 


ONES  INDUSTRIALS  3679 .7 

K    E  COMPANIES  (S&P  MidCap  Index)  174  0 

%  COMPANIES  (Russell  2000)  254.5 

-I  MPANIES  (Russell  3000)  260  1 


1  5 
1  1 
0  8 

0  7 


8  3 
8.6 
14.2 
2  8 


111  ION  STOCKS 


Latest 


%  change  (local  currency) 
Week  52-week 


I  N  (FINANCIAL  TIMES  100)  31315  13  110 

II  (NIKKEI  INDEX)  19,696  7  0.7  -0.7 
1  TO  (TSE  COMPOSITE)                   4313  3  0  0  19  8 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.65% 

3.56% 

2.98% 

30-YEAR  TREASURY  BOND  YIELD 

7.25% 

7.11% 

6.95% 

S&P  500  DIVIDEND  YIELD 

2.82% 

2.89% 

2.83% 

S&P  500  PRICE/EARNINGS  RATIO 

20.4 

20.2 

21.9 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

466.2 

466  8 

Negative 

Stocks  above  26-week  moving  average 

29.8% 

36.3% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.48 

0.46 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.93 

1.73 

Positive 

iMJSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

■WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

D  MINING 

4.2 

35.8 

HOMESTAKE  MINING 

9.0 

43.2 

21  '/s 

U  AND  GLASS  CONTAINERS 

3.3 

-2.4 

CROWN  CORK  &  SEAL 

3.9 

1.3 

39  Vi 

Iters 

2  7 

0.3 

ANHEUSER-BUSCH 

5.0 

-0.9 

52  'A 

INEERING  AND  CONSTRUCTION 

2  7 

30.2 

FLUOR 

5.8 

25.7 

52 'A 

OR  REGIONAL  BANKS 

2.0 

-7.6 

FIRST  INTERSTATE  BANCORP 

12.0 

35  2 

75% 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

ICC0 

-12.9 

-1.5 

PHILIP  MORRIS 

-13.8 

0  8 

49 

ELS  AND  MOTELS 

-12.3 

46.4 

PROMUS 

-17.8 

71  4 

40% 

PUTER  SOFTWARE  AND  SERVICES 

-10.7 

19.3 

NOVELL 

-26.5 

-40.2 

183/s 

MUNKATI0NS  EQUIPMENT 

-10.0 

3.1 

CISCO  SYSTEMS 

-12.9 

65.2 

35 

R  CONTAINERS 

-9.5 

2.3 

STONE  CONTAINER 

-15.7 

48.6 

13% 

UAL  FUNDS 


t  m 

■  |  sk  total  return 


% 


LAGGARDS 
Four-week  total  return 


% 


mn  s&p  500 

4-week  total  return 


MORNINGSTAR  INC. 

HhHH   Average  fund 
52-week  total  return 


;ht  equifund  Italian  natl.  fid.  eoty.  i  1 6 

1gt0n  strategic  silver  7  2 

■rts0n  stephens  contrarian  6  4 

:  total  return  % 

<GT0N  STRATEGIC  INVESTMENTS  62.7 
GAN  STANLEY  IN  STL.  EMERGING  MARKETS  61 .0 

IDER  LATIN  AMERICA  60.3 


GINTEL  ERISA  -13  8 

GINTEl  -13.2 

KEYSTONE  AMERICA  HARTWELL  EMERG.  GR.  B  -12  1 

52-week  total  return  % 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -22.2 

PILGRIM  CORPORATE  UTILITIES  -21.7 

EXCEL  VALUE  -16  9 


TIVE  PORTFOLIOS 


DRI/McG  RAW-HILL 


amounts 
tP  !nt  the  present 
,f  >f  Si 0,000 
f  d  one  year  ago 

*  portfolio 

'  ages  indicate 

*  ' total  returns 


Foreign  stocks 
$12,312 

-1.58% 


Gold 
$11,341 

-0.53% 


U.S. stocks 
$10,441 

-2.55% 


UL 

Treasury  bonds 
$10,407 

-3.33% 


llll 


Money  market  fund 
$10,204 

+0.04% 


>n  this  page  are  as  of  market  close  Wednesday,  Apr  6,  1  994,  unless  otherwise  indicated  Apr.  5-  Mutual  fund  returns  are  as  of  Apr.  1 .  Relative  portfolios  are  valued  as  of  Apr  5.  A  more  detailed 
roups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close        explanation  of  this  page  is  available  on  request. 
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SO  MUCH  FOR  'SMART  MONEY' 


They  never  learn,  do  they?  Back  in  the  crash  of  1987,  it 
was  portfolio  insurance.  This  time  around,  it's  deriva- 
tives and  global  leverage.  Either  way,  that  howl  of  pain 
from  the  "smart  money"  on  Wall  Street— the  banks,  pension 
funds,  investment  houses,  and  hedge  funds— shouldn't  wor- 
ry anybody.  It's  really  the  loud  pop  of  a  speculative  bubble 
bursting.  It  is  the  markets'  revenge. 

Economic  fundamentals  are  already  reasserting  themselves 
amid  the  carnage,  as  evidenced  by  the  sharp  snap-back  in 
stocks  and  steep  drop  in  bond  yields  on  Apr.  5.  The  fact  is 
that  prices  are  rising  at  a  mere  2.4%  annually,  and  there  is 
no  overall  wage  inflation  in  sight.  The  economy  is  expand- 
ing apace,  but  productivity  has  accounted  for  more  growth 
than  in  any  other  expansion  since  1960.  Manufacturing  is 
strong,  but  vast  global  capacity  and  fierce  international  com- 
petition are  severely  limiting  pricing  power. 

If  bond  vigilantes  were  blinded  to  these  financial  funda- 
mentals by  the  light  of  7%  growth  in  last  year's  fourth  quar- 
ter, big-time  stock  players  have  been  turning  a  deaf  ear  to 
the  basics  of  Corporate  America.  Profits  look  great,  and  div- 
idends may  be  up  as  much  as  25%  in  1994.  Economic  growth 
is  on  solid  ground,  with  few  inventory  overhangs  or  capac- 
ity bottlenecks.  And  corporate  balance  sheets  are  so  cleansed 
of  '80s  debt  that  added  revenues  spill  right  down  to  the  bot- 
tom line. 

So  who's  the  villain  in  the  market  blowout?  It's  easy  to 
blame  Federal  Reserve  Chairman  Alan  Greenspan.  He's  the 
one  who  apparently  triggered  it  when,  in  quick  succession, 
he  twice  raised  short-term  rates  25  basis  points.  Greenspan 
himself  was  surprised  at  the  tremendous  bond  market  reac- 
tion to  his  puny  monetary  tightening. 

But  blaming  Greenspan's  small  snugging  move  for  the  de- 
luge is  like  blaming  King  Canute  for  the  tide.  The  subsequent 
blowout  revealed  that  a  global  bond  game  based  on  immense 
leverage  had  quietly  been  building.  As  long  as  interest  rates 
were  falling,  the  game  felt  like  a  sure  thing.  Sure,  the  de- 
rivatives the  pros  had  invented  to  play  the  game  were  pret- 


ty fancy.  But  even  the  most  sophisticated  plays  depende 
borrowing  short  cheap  and  buying  long  bonds  with  hi 
yields.  With  interest  rates  falling  in  Europe,  the  U.  S., 
and  Latin  America,  the  prices  of  bonds  continually 
These  players  boosted  their  returns  by  leveraging  as 
as  100  to  L 

When  the  Fed  raised  short-term  rates,  the  game  e; 
The  "cost  of  carry"  rose  just  enough  to  force  these  pi 
to  unwind  their  positions.  Leverage  suddenly  worked  agj 
them— savagely.  No  one  wanted  to  buy.  Everyone  wan 
sell.  As  bond  prices  plunged  and  rates  spiked,  liquidity 
up,  forcing  players  to  dump  their  portfolios  in  a  panic, 
orgy  of  deleveraging. 

The  past  couple  of  weeks  have  been  a  rough  ride  i 
financial  markets,  and  it  may  not  be  over  yet.  But  in  a  si 
the  Fed  was  probably  lucky.  By  blundering  onto  a  dai 
ously  speculative  bubble,  it  probably  pierced  it.  befor 
real  economic  damage  was  done. 

Luck,  however,  is  a  rotten  guidepost  for  serious  mom 
policy.  The  trillions  of  dollars'  worth  of  derivatives  he 
insurance  companies,  banks,  and  other  institutions  go 
ally  unregulated.  Indeed,  they  go  undetected,  since  the 
not  recorded  on  the  books.  The  Fed  has  no  way  of  kn 
what  pressures  are  building  up  in  the  market.  At  the 
least,  financial  institutions  should  begin  to  disclose  th 
lar  amounts  of  derivative  contracts  they  hold  and  to  li 
ones  gone  sour. 

Finally,  it  may  be  too  much  to  hope  for,  but  it  sure 
be  nice  if  Wall  Street  learned  something  from  this  fri 
ing  episode.  The  markets  went  into  a  tailspin  this  ti 
cause  too  many  players  thought  they  had  a  lock  on 
way  rates  were  going,  and  they  were  willing  to  lever 
the  sky  to  make  fast  money.  They  played  a  short-term 
for  short-term  profits.  The  combination  of  hubris  and 
has  always  led  to  blowouts  on  Wall  Street.  It  is  time  fi 
Masters  of  Common  Sense  to  take  over  from  the  Mast 
the  Universe. 


THE  NEW  POWER  OF  WOMEN  ENTREPRENEURS 


Their  stories  are  a  paean  to  the  American  way  of  life. 
They  decide  to  build  a  small  business,  use  credit  cards 
and  second  mortgages  to  finance  it,  and  struggle  to  sur- 
vive and  succeed.  Sounds  like  the  immigrant  saga,  doesn't 
it?  Actually,  it's  the  tale  of  women  entrepreneurs,  the  mil- 
lions of  small-business  females  who  employ  1  out  of  10  peo- 
ple in  this  country  (page  104). 

Driven  by  a  desire  to  control  their  own  destinies,  balance 
family  and  work,  avoid  the  glass  ceiling  in  many  large  com- 
panies, and  satisfy  a  simple  hunger  for  the  material  goodies 
that  come  with  success,  women  today  are  starting  business- 
es at  twice  the  rate  of  men.  It  is  an  astonishing  phenome- 


non—but one  that  suppliers,  bankers,  and  Washington 
cymakers  appear  to  be  ignoring. 

Women  entrepreneurs  have  the  same  problems  as 
small-business  people— with  one  extra:  They  are  apt 
even  further  outside  the  informal  networks  that  so  oftei 
to  deals.  Women  are  helping  themselves  by  building 
girl"  networks  to  exchange  information  and  business  < 

Washington  can  help  by  broadening  its  own  netwoi 
procuring  government  purchases.  Making  information 
able  about  tens  of  billions  of  dollars  of  potential  goverr 
contracts  would  help  small  businesses  everywhere,  incl 
those  owned  by  women. 
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Increases  in  Mill 
Throughput 
1989  to  1996 


What  do  you  do  when  you  own  the  largest  single  gold 
rve,  and  one  of  the  largest  copper  reserves  of  any  mine 
e  world?  You  put  the  pedal  to  the  metal! 

Over  the  last  five  years,  we've  not  only 
eased  our  reserves  dramatically,  but 
/e  increased  production  as  well.  By 
inuing  to  increase  mill  throughput,  we're 
erting  reserves  into  cash  flow.  And  when 
chieve  our  expected  mill-throughput  rate 
15,000  metric  tons  of  ore  per  day,  we 
will  have  more  than  20  years  of  reserves. 

What's  more,  a  recently  granted  exploration  permit 
rs  a  2.5  million-acre  area  adjacent  to  our  exclusive 


115,000 


62,000 


S-IKIO 


20,00(1 


1989    1992    1993  1996 


6.5  million-acre  contract  of  work.  And  all  9  million  acres 
sit  squarely  on  a  known  mineral  trend  where  exploration 
efforts  have  already  identified  approximately 
60  new  prospects. 

Freeport-McMoRan  is  among  the 
largest  and  lowest  cost  producers  in  all 
our  core  businesses  -  copper,  gold, 
sulphur  and  phosphate  fertilizers.  We're 
increasing  production,  exploration  and  the 
return  to  our  shareholders.  To  find  out 
more  about  fREEPORT 
Freeport-McMoRan,  call  MCMORAN 
or  write  today.  ^mm^  A  mmj Leader® 


CODV  of  our  Annual  Renort  rail  1 -800-044-QW  or  write  Freenort-Mr.MoRan  Invpstor  Relations  Dent  R-7.  P  O  Roy  fil  1 10  New  Orleans  I.A  701dl 


It'll  give  your  drivers  trie 

leind  of    ^5  L/d't^fc^  even  tke 


ckairman  will  envy. 

J^r>ve  to  your  delivery  guys  that  they  deserve  just  as  much  space  as  anyone  else  in  th< 
company.  Including  Mr.  Whole-Floor-To-Htmself.  I  lie  nest  way?  With  a  Chevrolet  G3( 
Van,  of  course.  You  see,  its  Extended-Body  version  will  give  you  as  much  as  300  cu.  ft.  ( 
cargo  space.  Not  to  mention  the  power  of  an  available  0.5L  heavy-duty  Diesel  V8  engin 


S  3  EXECUTIVE  PAY  J 


V  lumbers  are  eye-popping. 
■  /body  worth  this  much? 


n  n  n  e  r* 


$203,011,000       $52,810,000       $32,220,000       $22,231,000  $15,915,000 
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The  Way  They  Work  > 
he  People  Behind  Them 
he  Trouble  They  Cause 


0TO«>6 
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Think  of  it  as  the  _ 
for  people  who  thouj- 
neverhaveaM 


Check  your  preconceptions  at  the  door. 

This  isn't  just  a  new  family  of  Macintosh 
personal  computers.  It's  a  whole  new  kind 
of  personal  computer. 

A  new  architecture.  A  new  chip.  A  new 
standard  that  exceeds  previous  personal 
computing  standards  -  yet  works  with  DOS, 
Windows  and  Macintosh. 

Introducing  Power  Macintosh;  It's  more 
powerful  than  a  Pentium  processor-based 
PC.  It's  more  human  than  a  Macintosh. 
It's  the  most  powerful  line  of  personal  com- 
puters in  the  world. 

The  power  of  Apple,  IBM 
and  Motorola. 

At  the  heart  of  Power  Macintosh  is  the 
PowerPC"'  601  microprocessor:  the  first  of 
^^"•""V  :l  new  family  of  ultra-high- 
^  *$0>-  performance  RISC 

t^^&0^  chips  developed  in  a 
unique  three-year  collab- 
oration between  Apple. 
IBM  and  Motorola. 
The  RISC  technology  of  Power  Macintosh 
brings  a  whole  new  level  of  performance  to 
personal  computing.  Software  written  to 
take  advantage  of  its  unique  new  capabili- 
ties, in  fact,  will  run  significantly  faster 
than  the  same  programs  written  for  486  , 
or  Pentium  processor-based  PCs. 


mm  left,  the  new  PowerMacintosh  sum/so.  Power  Macintosh 
WO/66  and  Power  Macintosh  6100/60.  ,  ,--t&'&>$$&£fr$ 


The  PowerPC  601  has  a 
lot  of  power  inside  it  the 
combined  resources  of 
IBM,  Motorola  and  Apple. 


DATE  DUE 



APR  2  R 

1994  

! 

m.  



1    MAY  1  5 

1994 

! ,  lY  i  6 

JUL  1  3  1 

al  computer,  and  the  result  is  u,,,^^,^  g 
done  in  less  time,  with  lower  support  costs. 

The  power  to  run  MS-DOS, 
Windows  and  Macintosh  software. 

Mam  Power  Macintosh  configurations 
come  bundled  with  SoftWindows,  a  software 
innovation  that  enables  Power  Macintosh 
to  run  hundreds  of  off-the-shelf  MS-DOS 
and  Windows  programs  at  386  and  486  per- 
formance levels.  (Of  course,  every  Power 
Macintosh  can  run  thousands  of  Macintosh 
personal  productivity  programs,  too.) 

This  is  just  the  most  recent  example  of 
Apple's  commitment  to  making  it  easier  for 
MS-DOS  and  Windows  users  to  take  advan- 
tage of  Macintosh  innovations. 

The  power  of  RISC  for 
as  little  as  $1,819.' 

These  days,  the  w  hole  personal  com- 
puter industry  is  buzzing  about  the  poten- 
tial of  RISC  processor  technology  in  PCs. 

"My  next  compute 
will  be  a  PowerPC.  I  was 


the  hobgoblin  of  little  minds....  Its  time  for 


Power  Macintosh 
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ill  Ibis  film  built-in  Mat  intosb  Pi '  Exchange.  .  [ppleScript. 
QuickTime  software.  Iriiciifc  /only  16-bit  stereo  sound,  file 
sharing  and  more. 

a  change,  and  the  time  is  now,"  wrote  Bill 
Machrone  in  PC  Week:"\\rA  next  machine 
will  probably  wear  an  Apple  logo....  Apple 
appears  to  be  a  good  six  months  ahead  of 
IBM  in  terms  of  [PowerPC]  product  devel- 
opment and  software  integration.'' 

Call  800-732-3131,  extension  600.  for 
the  name  of  your  authorized  Apple  reseller. 

And  find  out  about  the  power  that  will 
change  the  way  you  think  about  Macintosh. 
The  power  to  be  your  best. 


Introducing  Power  Macintosh. 


Apple 
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Bankers  Trusl 


We  can  all  take  a  lesson  from  the  Trojans.  No  matter 
how  something  appears  on  the  outside,  it  pays  to  look  under 
its  skin. 

Suppose  your  business  is  wholly  domestic.  Like  one 
of  our  forest  products  client's  is.  Their  business  is  all  done  in 
their  home  country's  currency.  No  need  for  them  to  worry 
about  the  ups  and  downs  of  foreign  exchange. 


Some  risk  doesn't  look 
like  risk  at  all. 


But  think  again.  A  devaluation  in  the  currency  of  an 
overseas  competitor  would  make  that  competitor's  products 
far  cheaper  in  our  client's  home  country.  Deal  a  devastating 
blow  to  their  profits. 

A  customized  long-term  currency  hedge  neutralized  that 
threat.  Then  we  created  a  forward  pulp  market  to  lock  in  raw 
material  prices.  Twice,  we  replaced  risk  with  potential  profit. 

Risk  wears  many  disguises.  Helping  you  see  beneath 
its  surface  is  the  strength  of  Bankers  Trust. 


EAD      FROM  STRENGTH. 
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STAR  AND  STRIPES:  HEDGE  HOTSHOT  MICHAEL  STEINHARDT  HAS  HAD  A  ROUGH  FEW  MONTHS,  BUT  HE  STILL  CAN  AFFORD  HIS  OWN  MENAGERIE 


Cover  Story 


116  HEDGE  FUNDS 

They're  one  way  the  rich  get 
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TALK  SHOW 


It's  like  three  people  running  around  in  a  100,000- 
acre  supermarket.  They'll  never  run  into  each  other\ 

—.Jon  Newcomb,  Paramount  Publishing  president,  on  its  multi: 
lion-dollar  foray  into  educational  software 
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HONCHOS 

AT  MACY'S,  A  PLEDGE  OF  FEALTY  TO  FIDELITY? 


ULLMAN: 


ing  jot 


ruptcy  exit 


o  doubt  Myron  "Mike" 
Ullman  III  isn't  having  a 
blast  as  chairman  of  R.  H. 
Macy.  Until  he  gets  the  de- 
partment-store chain  out  of 
Chapter  11,  he  must  take  guff 
from  a  swarm  of  creditors 


NAME  GAME 


'COCA-COLA  U.'  JUST 
DIDN'T  SOUND  RIGHT 


So  the  way  you  get  your 
name  on  a  business  school 
is  to  send  megabuck  dona- 
tions, eh?  Maybe  not.  Emory 
University  is  renaming  its  B- 
school  for  Roberto  Goizueta, 
CEO  of  Coca-Cola,  whose  low- 
key  gift-giving  hardly  seems 
to  merit  such  a  distinction. 

Shouldn't  the  Atlanta 
school  be  named  after  the 
Woodruffs,  the  family  that 
made  Coke  what  it  is  today? 
Alter  all,  the  Robert  W. 
Woodruff  Foundation  is  fork- 
ing over  $10  million  to  help 
build  a  new  B-school  building. 
But  as  part  of  that  gift,  the 
school  says  it  wants  Goizue- 
ta's  moniker.  Reason:  The 
Woodruff  name  is  already  all 
over  campus.  Everything 
health-related  carries  the 
name:  the  medical  school,  (he 
nursing  school,  etc.  And  that, 
says  Charles  McTier,  founda- 
tion president,  is  "enough." 

Goizueta's  benefit  to  Emory 
has  been  rich  in  its  own  way. 
Emory  owns  a  sizable  chunk 
of  Coke  stock,  which  has 
soared     under  Goizueta's 


and  others  eager  to 
tell  him  what  he's 
doing  wrong. 

Critics  say  that's 
why  Ullman  seems 
to  be  leaning  to- 
ward a  post-bank- 
ruptcy plan  by  Fi- 
delity Investments, 
one  of  Macy's 
largest  debtholders 
(at  roughly  $490 
million).  The  Fideli- 
ty plan,  which  was  unveiled 
on  Apr.  12,  aims  to  take  over 
Macy's  and  would  repay  low- 
er-ranked bondholders  and 
preferred  stockholders  little 
or  nothing. 

Disgruntled  board  members 


feel  Ullman  is  too  willing  to 
go  along  with  the  Fidelity 
plan  and  hasn't  told  them 
enough  details  of  discussions 
with  Fidelity  portfolio  manag- 
er Daniel  Harmetz.  "Dan 
Harmetz  is  trying  to  steal  the 
company  from  subordinated 
bondholders,"  says  one  person 
familiar  with  the  company. 
Meanwhile,  says  this  person, 
"Mike  [Ullman]  may  want  a 
quick  and  dirty  deal  and  have 
his  position  locked  in  place. 
And  he  may  think  the  quick- 
est way  to  do  that  is  to  go 
with  Fido  [Fidelity]."  Ullman 
won't  comment.  Harmetz 
could  not  be  reached. 

Still  to  be  heard  from  is 
Federated  Department  Stores, 
another  large  creditor  ($449 
million),  which  is  expected 
soon  to  submit  its  proposal  to 
control  Macy's.     Laura  Zinn 


tenure,  helping 
push  the  uni- 
versity's en- 
dowment from 
$253  million  in 
1981  to  $1.7  bil- 
lion as  of  Aug. 
31.  1993.  And 
Goizueta  has 
been  a  trustee 
since  1980. 

The  tradi- 
tional path  to  B-school  im- 
mortality is  pet-food  magnate 
Leonard  Stern's:  He  gave  $30 
million  to  New  York  Univer- 


sity in  1988  and 
got  the  B-school 
there  to  bear 
his  name.  J.  B. 
Fuqua,  the  re- 
tired conglom- 
erateur,  handed 
over  $10  million 
to  Duke  in  1980 
to  cop  such 
an  honor.  And 
Cornell's  B- 
school  did  a  name  change  in 
1984  after  Samuel  Curtis 
Johnson,  of  wax  fame,  gave 
$20  million.      Maria  Mallory 


THICK  WALLETS 

RJR'S  GOLDEN 
WELCOME  MAT 


o  wonder  Charles 
er,  the  ConAgra  ch 
widely  thought  ready 
tire  last  year,  instead  ho 
to  RJR  Nabisco's  top 
Aside  from  the  new  chalL 
Harper,  66,  is  very  well 
BUSINESS  WEEK  es- 
timates that  his 
1993  contract  was 
worth  $42.7  mil- 
lion—nearly twice 
what  IBM  paid  to 
lure  his  predeces- 
sor, Lou  Gerstner, 
from  RJR. 

Harper  bags  the 
largest  single  grant  of  s 
options  ever:  to  buy  8  m: 
shares  at  the  May  30,  '. 
market  price  of  $5,625, 
750,000  more  at  $6,563. 
grant's  estimated  value, 
ing  an  option-pricing  mi 
$38.9  million.  Not  a  singl< 
tion  was  priced  at  a  pr 
um.  If  the  stock  gains  1( 
year  through  the  grant'; 
year  term,  his  options  w 
be  worth  $158.6  million. 

Harper  also  got  a  $1.2 
lion  base  salary  with  an  < 
matic  6%  annual  raise,  a  ! 
million  bonus,  and  a  $5 
lion  life-insurance  policy, 
even  paid  his  $319,653  t 
on  the  premium.  John  B 


HAR  !K  tt 

Cigati 
_ 


a  i.  i  f  y   <:  :i 
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PRESIDENT  CLINTON  SAYS  his  health 

care  reform  plan  keeps  a  place  for  insurance 
agents.  At  Bill  Clinton's  Apr.  5  televised  town 
hall  meeting,  an  agent  from  Rural  Re- 
treat, Va.,  asked:  "What's  in  store  for 
people  like  myself?"  He  pointed  out 


REALITY,  you  had  better  check 
that  with  Hillary,  Mr.  President.  The 
Clinton  plan  keeps  private  health  in- 
surance but  eliminates  the  agents  who 
now  sell  it.  And  this  is  not  a  small 
group:  There  are  215,000  agents  who  princi 
pally  handle  health  coverage.  Under  the  Clin 
ton  plan,  more  than  70%  of  the  population— in 


that  small  businesses  and  individuals  rely  l 
agents  to  handle  their  insurance  problems.  1; 
President's  reply:  "Well,  they  would  still  be  al; 

to  buy  their  insurance  from  you,  m 
cause  we  don't  propose  to  aboh 
private  health  insurance." 

eluding  the  unemployed,  self-€  - 
ployed,  and  workers  at  com|i- 
nies  with  5,000  or  fewer  empk- 
ees— would  be  legally  required  to  buy  thr 
insurance  only  from  regional  health  allianils 
established  by  state  governments.  Agents  w)  «■ 
now  sell  to  individuals  and  small-business  ovi- " 
ers  would  be  wiped  out.        Mike  McNarrb 
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Ipeed  Sensitive  Steering, 
"he  Automotive 
Equivalent  of 
Iaving  Your  Cake 
vnd  Eating  It,  Too. 

At  highway  speeds,  you  want  tight 
sponsive  steering.  But  when 
u're  driving  slowly  or  parallel 
rking,  you  can  appreciate  the 
nefits  of  power  assisted  steering. 

So  Intrepid  is  now  available 
th  a  speed  sensitive  steering  system 
it  s  the  best  of  both  worlds. 

You  get  a  crisp  road  feel, 
cause  it  gradually  reduces  power 
>ist  as  your  speed  increases.  But 
:re's  more  assist  at  low  speeds, 
id  since  that  makes  it  easy  to  turn 
I :  wheel,  parking  is  a  piece  of  cake 


Select 
Features 


sttrepid  Wm  The  New  Dodge 


•  Standard  driver  eS front  passenger  airbags 

•  Available  anti-lock  brakes  t3  traction  control 

•  Available  integrated  child  safety  seat 

•  Available  speed  sensitive  steering 

•  Standard  rear  scat  beat  e3 air  ducts 

•  Standard  air  conditioning  with  available 
automatic  temperature  control  system 

•  Standard  four-wheel  independent  suspension 

•  Available  5.5L  V-6, 24-valve 
overhead  cam,  21 7  hp 

•  Choice  of  warranties:  7/70 powertrain  or 
5156  bumper-to-bumper.  See  these  limited 
warranties  e3  restrictions  at  dealer. 
Excludes  normal  maintenance, 
adjustments  e3  wear  items. 

•  For  still  more  information, 
callF800-4-A-DODGE 
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PULLED  PLUGS 


A  BUMPY  LANDING  FOR 
SOME  FREQUENT  FLIERS 


H 


olders  of  the  Northwest 
Airlines  Visa  card,  issued 
through  Bank  One  in  Colum- 
bus, Ohio,  recently  got  a  rude 
jolt.  Their  credit  cards  were 
no  longer  any  good.  On  Jan. 

31,  Northwest 
dropped  Bank 
One  and 


hooked  up 
with   First  Bank 
System  of  Minneap- 
olis, which  offered  the  air- 
line a  better  financial  pack- 
age. But  that  left  over  200.000 
card  users  homeless. 

Many  customers  weren't 
notified.  Embarrassed  users 
found  their  cards  turned  away 
at  cash  registers.  Hillsborough 
(Calif. I  attornev  Robert  Bruss, 


THE  BIG  PICTURE 

BLACKBEARD'S 
SOFTWARE 

Revenue  losses  from  piracy 
of  business  software  are 
down,  thanks  to  a  drop  in 
software  prices.  So  software 
makers  lose  less  if  someone 
buys  a  bogus  copy.  But 
avast,  ye  hearties,  the 
instances  of  piracy  itself 
inched  up  1.5%  last  year. 


DATA;  SOFTWARE  PUBLISHERS  ASSN. 


for  instance,  was  rejected 
when  he  tried  to  charge 
S  1,550  for  printing  services  on 
his  card.  Only  after  arguing 
with  Bank  One  was  his 
charge  approved. 

Sure,  users  can  get  new 
Northwest  cards  from  First 
Bank.  But  because  Bank  One 
refused  to  sell  First  Bank  its 
Northwest  credit-card  portfo- 
lio, First  Bank  is  soliciting 
Northwest  frequent  fliers— in 
most  cases,  charging  them  an 
annual  fee  of  S85  for  a  new 
gold  card.  Worse,  they  have 
had  to  wait  up  to  eight  weeks 
for  a  new  card.  Travelers, 
who  accumulate  frequent-fli- 
er miles  from  using  the  card, 
have  had  to  wait  to  get  cred- 
it from  First  Bank  for  miles 
logged  during  the  hiatus. 
Northwest  expresses  regrets, 
saying  the  changeover  was 
supposed  to  be  seamless. 

As  for  Bruss,  on  his  next 
flight  to  Minneapolis,  he  plans 
to  take  United  Airlines— de- 
spite a  two-hour  diversion 
through  Denver.  Kevin  Kelly 


DRAWN  AND  QUARTERED 


THE  POL  MARKET 


STOCKS  MAY  BE  DOWN, 
BUT  ROBB  IS  AT  33 


Politics  and  the  stock  mar- 
ket are  both  gambles.  So 
what  does  the  University  of 
Virginia's  Electronic  Political 
Stock  Market— available 
through  the  Internet— tell  us 
about  Virginia's  Senate  race. 


POSITIVE  THINKING 


PLUMMY  AND  SPICY— WITH  A  HINT  OF  BOOM  TIMES 


W 


'hich  would 
you  rather 
drink  to:  good 
times  or  bad?  In 
early  1992,  with 
the  nation  not 
yet  sure  it  had 
recovered  from 
an  economic 
slump,  Dan  Gain- 
ey  of  Gainey 
Vineyard  in  Cali- 
fornia's Santa 
Ynez  Valley  de- 
cided to  bring 
out  a  cheap  table 
wine  labeled  Re- 
cession Red.  The 
S5-per-bottle  vin- 
tage even  had  a  graph  on  the 
label  that  charted  economic 
decline.  It  sold  O.  K.— but  its 
novelty  wore  off  in  an  im- 
proving economy. 

A  few  months  later,  down 
the  road  at  Firestone  Vine- 
yard, tire-company  scion 
Brooks  Firestone  was  inspired 
by  Gainey's  idea.  He  decided 
to  try  a  more  upbeat  appeal, 
even  though  he  used  the 


SPIN  THE  BOTTLE:  Same 
grapes,  different  labels 


same  so-so  class 
of  grapes  and 
also  charged  just 
$5.  His  wine  is 
called  Prosperity 
Red.  He  commis- 
sioned an  artist 
to  come  up  with 
a  label  design 
that  would  reflect 
the  hopeful  mood 
of  America  at  the 
start  of  1993:  a 
wpA-style  illustra- 
tion of  a  worker 
in  the  vineyards, 
reminiscent  of 
the  Happy  Days 
Are  Here  Again 
Franklin  D.  Roosevelt  Admin- 
istration. 

Result:  In  1993,  the  260- 
acre  winery  sold  10,000  cases 
of  Prosperity  Red.  Not  bad 
for  a  vintner  who  sells  a  total 
of  80,000  cases  of  wine  a  year. 
And  in  March,  1994,  the  la- 
bel was  inducted  into  the  Li- 
brary of  Congress'  permanent 
collection  of  historically  sig- 
nificant artwork.  □ 


perhaps  1994's  wildest 
tion?  That  incumbent  E 
crat  Charles  Robb,  de 
having  to  deny  allegatic  - 
extramarital  affairs,  is  i  : 
of  retired  Lieutenant  C<  - 
Oliver  North,  whose  « 
tion  for  lying  to  Con; 
about  Iran-contra  was 
turned  on  a  technicality. 

The  election  market  o] 
on  Feb.  1,  as  part  of  a  1 
electronic  market  networ  imai 
veloped  at  the  Universi 
Iowa.  With  a  minimum 
vestment,  political  junkie 
place  bets  and  hope  for  a  - 
off  in  November.  If  you  1  &  • 
Robb  share  at  30C  an 
gets  55%  of  the  vote,  yo 
25C.  As  of  Apr.  12,  Ro 
trading  at  33C.  Archp 
North  is  at  30<f,  and  his 
rival,  former  U.  S.  Budge 
rector  James  Miller,  is  at 
The  parties  choose  nom 
on  June  14. 


LlivPivfJIH 

en 


50! 
en 


2 : 


see 

[doe 
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patriot  GAMES:  North  lags 


FOOTNOTES 

Cost  of  New  York  Stock  Exchange  seat  on  Sept.  21,  1987:  $115  million.  Oct.  22,  1987:  $750,000.  Mar.  17,  1994:  $830,001' 
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treat  symptomatic  benign  enlarged  prostate: 

)nly  one  medicine  can  shrink  the  prostate. 
PROSCAR. 

(FINASTERIDE) 

til  recently,  there  wasn't  a  med- 
le  that  could  help  the  condition 
own  as  symptomatic  benign 
>state  enlargement  or  BPH.  But 
v  there  is  Proscar,  the  first  oral 
;scription  medicine  that  can 
ink  an  enlarged  prostate. 

wever,  it  is  important  to  know  the 
owing:  Proscar  doesn't  work 
everyone.  Even  though  your 
state  may  shrink,  you  may  not 
an  improvement  in  urinary  flow 
symptoms.  And  you  may  need  to 
e  PROSCAR  for  6  months  or  more 
ee  whether  it  helps  you. 

3w  Proscar  can  shrink  an 
enlarged  prostate. 

a  man  ages,  a  key  hormone  can 
p  cause  the  prostate  to  grow. 
)SCAR  actually  blocks  the  pro- 
:tion  of  this  hormone,  so  it  helps 
ink  the  prostate  to  a  smaller 
in  many  men.  As  a  result, 
le  men  treated  with  PROSCAR 
lerience  an  increased  urinary 
v  and  an  improvement  in  uri- 
y  symptoms. 

Why  you  should 
see  your  doctor  soon. 

ir  doctor  has  several  options  for 
treatment  of  symptomatic 
H:  watchful  waiting  (monitor- 


rostate  surrounds  pari  of  the  urethra,  the  tube  that 
s  urine  from  the  bladder  As  the  prostate  enlarges, 
squeeze  the  urethra  and  cause  urinary  problems. 


ing  the  condition  with  regular 
checkups),  medication,  or  surgery. 
It's  important  to  see  your  doctor 
because  the  problem  doesn't  usual- 
ly get  better  by  itself.  In  many 
cases,  the  prostate  continues  to 
enlarge  and  the  symptoms  may 
get  worse.  So  if  your  urinary 
symptoms  are  bothering  you,  have 
your  family  doctor  or  a  urologist 
assess  your  condition  and  ask  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you. 

It  is  also  important  to  have  regu- 
lar checkups.  While  benign 
prostate  enlargement  is  not  cancer 
and  does  not  lead  to  cancer,  the 
two  conditions  can  exist  at  the 
same  time. 


Remember,  only  a  doctor  can  eval- 
uate your  symptoms  and  their  pos- 
sible causes.  So,  if  your  urinary 
symptoms  are  bothering  you,  don't 
wait  any  longer.  You  may  find  that 
your  enlarged  prostate  can  be 
made  into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
Proscar,  call  1-800-635-4452 
today. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  t  he  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  mam  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need 
surgery  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihvdrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
svmptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6l 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery 

What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4c/< 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR'  (Finasteride! 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function.  Rarely,  some  men  have 
reported  breast  swelling  and/or  tenderness 
or  allergic  reactions  such  as  lip  swelling 
and  rash. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect  . 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 
•About  prostate  specific  antigen  (PSA). 
Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 
•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 
Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant  ,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing 
her  to  your  semen  (discuss  this  further 
with  your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become  preg- 
nant must  not  handle  broken  tablets  of 
PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  vour  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR'  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 
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i:  PLEASING  INSTITUTIONS — 
IE  PROTECTINGJMDIVIDUALS?^ 

jgarding  your  article  "Beware  the 
PO  market"  (Cover  Story,  Apr.  4), 
k  you  for  bringing  this  problem  to 
ittention  of  those  who  are  in  a  posi- 
to  change  the  laws  concerning  these 
;  presentations.  As  an  active  and 
us  investor  for  over  12  years,  I  can 
linly  attest  to  the  fact  that  there 

been  a  multitude  of  times  when  I 
ed  to  purchase  certain  stocks  be- 
they  were  issued— only  to  find  out 
I  didn't  stand  a  chance, 
rhaps  a  better  interpretation  of  IPO 
d  be:  "Individuals  Passed  Over," 

Put  Off,"  or  "Institution-Pleasing 
ings." 

Maxwell  Ira  Tuman 
Ar-oyo  Grande,  Calif. 

While  your  article  on  initial  public 
'  offerings  provided  a  good  over- 

of  some  of  the  mechanics  Wall 
st  uses  to  finance  companies  in  the 
[  marketplace,  some  of  your  conclu- 

were  not  well-founded. 

>st  specifically,  I  am  addressing  the 

of  the  purpose  of  the  syndicate 
ty  bid  system.  As  I  am  sure  you 
iware,  the  underwriter  has  a  re- 
libility  to  all  investors,  institutions, 
idividuals  to  create  an  orderly  mar- 
)r  the  new  issue.  Unfortunately,  it 
)ossible  to  guarantee  that  each  bro- 
;e  firm  and  its  brokers  sell  to  seri- 
nvestors.  Consequently,  when  the 
'writer  buys  back  stock  shortly  af- 
le  offering,  the  broker  or  brokerage 
who  originally  placed  the  stock  is 
ed  back  the  commission.  After  all, 

stock  is  sold  shortly  after  the  of- 

|  the  broker  has  not  done  the  job 
hich  he  was  paid.  By  ensuring  that 
irofessional  investors  are  buying 
:ock  for  long-term  appreciation,  the 
dual  investor  is  protected  from  se- 
short-term  swings  resulting  from 
ssional  investors  "flipping"  out  of 
'0. 

painly  the  financing  of  U.  S.  IPOs  is 
perfect  system,  but  it  has  allowed 
Street  to  accomplish  its  two  pri- 
objectives:  1}  Allow  all  investors 


to  participate  and  profit  in  the  growth  of 
Corporate  America  and,  2)  provide  a 
source  of  capital  for  companies,  which  ul- 
timately results  in  a  stronger  economy 
and  more  jobs. 

Richard  A.  Rappaport 
Managing  Director 
Corporate  Finance  &  Syndicate 
H.  J.  Meyers  &  Co.,  Inc. 
Beverly  Hills,  Calif. 

That  institutions  dominate  demand  for 
most  IPOs  is  hardly  news.  The  de- 
clining prominence  of  individual  investors 
in  our  capital  markets  over  the  past  two 
decades  is  also  well-documented.  And 
so  what?  The  rise  of  the  institutional 
investor  has,  for  the  most  part,  not 
come  at  the  expense  of  the  individual, 
but  to  his  or  her  economic  benefit.  Fidel- 
ity Investments'  power  as  a  buyer  of 
IPOs  may  be  one  reason  that  individual 
investors  in  its  various  equity  funds 
have  done  so  well  over  the  past  five 
years. 

A  more  useful  article  bearing  the  ti- 
tle of  this  piece  would  have  explored 
the  issue  briefly  raised  concerning  the 
long-term  performance  of  IPOs.  The 
health  of  the  market  for  equities  of 
emerging  companies  going  public  de- 
pends on  investors'  ability  to  earn  prop- 
er levels  of  risk-adjusted  return  on  in- 
vestments in  these  stocks.  If  these 
returns  cannot  be  realized,  a  critical 
source  of  capital  for  these  companies 
may  be  at  risk,  with  significant  conse- 
quences to  the  economy.  Now,  that's  a 
story  worth  reading. 

Cabot  Brown 
General  Partner 
Volpe,  Welty  &  Co. 
San  Francisco 

I wish  to  take  exception  to  some  of  the 
conclusions  you  reached.  While  it  is 
true  that  institutions  receive  the  major- 
ity of  new  stock  allocations,  that  is  be- 
cause they  have  disproportionately  larg- 
er assets  under  management.  Prudential 
Securities  has  a  standing  policy  that  at 
least  40%  of  all  new  transactions  be  set 
aside  for  individual  investors.  In  1993 
we  implemented  our  proprietary  CAMP 
distribution  system  that  was  designed 
to  preferentially  allocate  shares  to  indi- 
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vidual  investors  and  eliminate  flippers- 
investors  who  systematically  buy  new 
issues  at  the  opening  and  then  sell  them 
within  the  first  week  of  trading  to  turn 
a  quick  profit.  The  net  result  was  that 
our  lead-managed  IPOs  were  up  in  price 
over  38%  on  average,  with  most  of  that 
performance  coming  after  the  first 
month  of  trading.  By  controlling  flip- 
pers, who  often  are  shills  for  brokers, 
we  protect  small  investors. 

David  Weild 
Managing  Director 
Global  Equity  Transactions  Group 
Prudential  Securities 
New  York 

I challenge  the  notion  that  the  so-called 
little  investor  is  unfairly  disadvan- 
taged by  being  denied  access  to  the  road 
shows  to  which  institutional  investors 
are  invited.  The  reality  is  that  such 
oral/visual  presentations  would  create 
undocumented  opportunity  for  promo- 
tional abuse  practiced  upon  the  inexperi- 
enced investors.  To  suggest  that  the 
public  investor  is  being  denied  some- 
thing in  order  to  put  him  at  a  disad- 
vantage simply  sets  the  situation  back- 
ward: The  regulatory  and  civil  liability 
climate  prevent  it  for  the  "little  guy's" 
own  good! 

Matthew  Farley 
Shanley  &  Fisher 
New  York 

KILL  FOREIGN  TRADE  ZONES, 

AND  YOU  WOUND  THE  U.  S.  

Your  article  "The  secret  weapon  that 
won't  start  a  trade  war"  (Top  of  the 
News,  Mar.  7)  contains  numerous  inaccu- 
racies concerning  foreign  trade  zones 
and  their  role  in  U.  S.-Japan  trade. 

The  article  states  that  "current  policy 
actually  encourages  Japan's  penchant 
for  importing  from  home."  The  U.  S. 
Commerce  Dept.,  on  each  occasion  on 
which  it  has  examined  the  issue,  has 
concluded  that  auto  manufacturing  in 
foreign  trade  zones  does  not  encourage 
the  use  of  imported  manufacturing  in- 
puts. Further,  the  foreign-trade-zones 
program  does  not  "allow  foreign  com- 
panies to  import  parts  from  home  duty- 
free" in  return  for  creating  jobs.  The 
program  allows  companies  the  option  of 
importing  materials  and  components 
used  in  manufacturing  at  the  duty  rate 
applicable  to  the  finished  product.  Duty- 
free treatment  potentially  is  available 
only  if  the  finished  product  would  have 
been  entitled  to  duty-free  tariff  treat- 
ment had  it  been  imported  into  the  U.  S. 
as  a  finished  article.  In  the  case  of  pas- 
senger cars,  finished  cars  are  subject 
to  duty  at  2.5%  of  their  value,  and  many 
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A  WORLD 
FOR THE 
WISE. 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load 
fund  achieve  a  one -year 
average  annual  total  return 
of  28.41%.* 

If  you're  interested  in  an 
investment  that  has  the 
potential  to  really  take  you 
somewhere,  here's  a  chance 
to  put  your  money  to  work 


on  a  global  scale. 

Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  special 
risks  associated  with  foreign 
investing  such  as  currency 
fluctuations.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
December  31,  1993 


ONE  YEAR  28.41% 
LIFE  OF  THE  FUND  23.38% 

From  inception  ■  May  15.  1991 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  628 


*Figures  are  based  on  totaJ  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

funds  Jislnbuted  h\  Jjiuii.  Distributors,  Int.  Member  NASD. 


YES  ■ '  woulu'  ''ke  *°  know  more  about 
Janus  W(  uldwide  Fund! 

Name  


Address 


City/State/Zip- 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  628 


Janus  Funds  are  no-load  mutual  funds. 


auto  parts  are  subject  to  duty  at  3 
The  program  is  an  important  ecom 
ic  tool  that  is  used  by  U.  S.  manui 
turers  in  the  automotive,  consumer  e 
tronics,  petrochemical,  pharmaceutic 
and  numerous  other  industrial  sectc 
Virtually  all  U.  S.  auto-manufactur 
plants— including  those  of  the  Big  Thi 
the  biggest  users  of  the  zones  prograi 
are  located  in  foreign  trade  subzone; 

Lewis  E.  Leibow 
Hogan  &  Hart: 
Washing 

Editor's  note:  The  writer's  law  fi 
represents  Toyota, 

WHAT'S  GOOD  FOR  GNTS  BOARD 
IS  GOOD  FOR... 
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The  landmark  changes  in  board  pi 
tice  announced  by  General  Mot 
serve  to  recognize  formally  what  cor 
rate  governance  advocates  have  1( 
contended:  Better  boards  are  good 
business.  ("At  GM,  a  Magna  Carta 
directors,"  Top  of  the  News,  Apr.  4)  1 
unfortunate  part  of  this  important  de 
opment  is  that  it  so  often  takes  so: 
thing  approaching  a  catastrophe  befi 
slumbering  boards  awaken  to  their  rig 
ful  responsibilities  and  adopt  polic 
that  have  been  proven  to  be  both 
sonable  and  effective. 

What  is  needed,  it  seems,  is  a  gei 
al  code  of  governance  practices  tl 
would  serve  as  a  guide  for  all  ma 
companies  as  they  approach  the 
century.  Such  a  code  is  in  place  at 
London  Stock  Exchange  as  a  result 
the  Cadbury  Committee's  recommen 
tions.  While  the  code  is  voluntary,  lis 
firms  are  required  to  indicate  if  tl 
decline  to  conform  to  it— so  the  pr 
sure  to  embrace  the  guidelines  is  con: 
erable.  It  is  an  idea  worth  conside 
tion  by  other  key  exchanges,  start 
with  the  New  York  Stock  Exchange 
J.  Richard  Finlay,  Chairn 
Corporate  Governance  Roundta 
Toro: 
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ON  PC 
NETWORKS, 
OUR  800 
NUMBER  IS 
MORE  LIKE  911 


You  bought  the  best  technology.  You  know  the  network's  capable.  So  why  is  your  network 
ting  you  down?  We  can  do  more  than  answer  that  question.  We  can  provide  the  solution. 

We're  ENTEX  —  the  world's  largest  PC  systems  integrator.  We  have  more  experience 
stalling  and  managing  networks  than  anyone  else  in  the  industry.  In  fact,  we  have  500  of  our 
ople  on-site  in  Fortune  1,000  companies  —  to  keep  networks  running  and  businesses  profitable. 

Instead  of  damage  control,  get  your  network  in 
ntrol.  Before  your  next  emergency,  give  us  a  call: 
$00-597-8620. 

^#VfO/l/^       Tho  Fntornrico  Torhn>*lnnu  P.nmnnnu 


OUR  FINANCIAL  SKILLS  HELPED  ONE  COLD  MINING  COMPAN1 
FIND  THE  LtCHT  AT  THE  END  OF  THE  TUNNEL.  The  AIG  Companies  serve  one 
tlw  world's  most  successful  gold  mining  companies  with  excess  casualty  and  directors  and  officers  insurance.  But  when  management  sa 
they  needed  protection  against  falling  gold  prices  and  rising  diesel  fuel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  01 


n-ounce  gold  hedging  facility.  And  a  series  of fixedfor-jloating-rate  fuel  transactions  known  as  financially  settled  swaps, 
manged  by  ourAlG  Trading  Group  Inc.  So  the  company  was  able  to  lock  in  reasonable  costs  and  healthy  profits  for  a  good  long 
By  consistently  providing  the  definitive  response  to  risks  like  these,  we  light  the  way  for  one  customer  after  another. 
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WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL,  SERV1 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


FACING  UP 

By  Peter  G.  Peterson 
Simon  &  Schuster  •  41 1  pp 


$22 


THE  MISUNDERSTOOD  ECONOMY 

By  Robert  Eisner 

Harvard  Business  School  •  222pp  •  $22.95 


THE  DEFICIT  AS  DEMON 
OR  DISTRACTION 


After  the  passage  of  President  Bill 
Clinton's  deficit-reduction  bill  last 
year,  the  deficit  dropped  off  edi- 
torial radar  screens.  But  the  issue  hasn't 
gone  away.  Quite  the  contrary.  The  fed- 
eral budget  deficit,  still  running  at  $215 
billion  annually,  is  like  a  black  hole  that 
warps  the  orbits  of  everything  around  it. 
Any  attempt  to  revamp  government  or 
undertake  new  initiatives— health-care 
reform,  welfare  reform,  aid  to  Russia 
and  Eastern  Europe— is  rejected  immedi- 
ately if  it  increases  the  deficit.  Yet  exist- 
ing programs  such  as  Social  Security 
and  Medicare  are  shielded  from  cuts. 
This  schizophrenic  approach  encourag- 
es an  ossification  of  government  just 
when  the  fast-changing  economic  envi- 
ronment requires  a  public  sector  that's 
equally  nimble. 

Two  books— Peter  G.  Peterson's  Fac- 


ing Up:  How  to  Rescue  the  Economy  from 
Crushing  Debt  and  Restore  the  Ameri- 
can Dream  and  Robert  Eisner's  The  Mis- 
understood Economy:  What  Counts  and 
How  to  Count  It— offer  opposing  views  of 
how  the  U.  S.  can  escape  this  deadlock. 
Peterson,  chairman  of  Blackstone  Group, 
a  New  York-based  investment  bank, 
makes  a  strong  case  that  the  U.  S.  must 
mount  an  all-out  assault  on  the  deficit  by 
raising  taxes  and  cutting  benefits  for 
middle-class  and  elderly  Americans.  Eis- 
ner, an  economist  at  Northwestern  Uni- 
versity and  onetime  president  of  the 
American  Economics  Assn.,  argues  vig- 
orously that  the  budget  deficit  is  a  red 
herring.  What  really  matters,  he  says,  is 
boosting  investment  in  machinery,  educa- 
tion, and  infrastructure— even  if  it  means 
more  government  spending. 

In  Facing  Up,  the  slicker  and  more 


polished  of  the  two,  PetensonhanjM 
at  one  central  theme:  Federal  larjggg 
to  middle-class  and  elderly  AmeiH 
is  pushing  the  government  debtH 
level  that  will  put  an  intolerableflpl 
den  on  those  now  young  or  nofH 
born.  His  principal  targets  are  erH 
ments  such  as  Social  Security  and  H 
icare  that  are  paid  even  to  those  H 
comfortable  incomes.  Peterson  usesH 
language  to  make  his  point,  callinjM 
deficits  "a  kind  of  fiscal  child  abusffl 

Facing  Up  includes  insight  intoH 
the  U.  S.  got  into  this  mess.  DespitM 
Republican  roots,  Peterson  has  H 
scorn  for  the  Reagan  AdministratH 
fiscal  policy.  But  he  correctly  obs^B 
that  the  deficit  problem  started  lonH 
fore  Reagan.  The  1972  shift  to  ind<M 
Social  Security  benefits  so  that  thejH 
with  inflation  is  "one  of  the  great  fl 
tragedies  of  American  history."  NotH 
did  the  cost  of  benefits  soar  in  theH 
1970s  but  there  were  political  cqH 
quences  as  well:  "By  sheltering  retB 
from  the  sinking  trend  in  familjH 
comes  ...  we  effectively  insulated*1 
most  active  age  bracket  of  voters 
elderly— from  the  economic  realiti 
post- 1973  America." 

Peterson  offers  a  comprehensive 


Best  Way  To  Mix  Business  With  Pleasure. 
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1994  Best  Western  International,  Inc 


Best  Western. 


WrnericanAirtines  A 


There's  no  reason  to  keep  the  two  apart  any  longer  Gold  Crown  Club  International  points 
are  now  worth  more  than  ever  before.  Best  Western  stays,  American  Airlines  tickets.  Avis  car  rentals, 
Carnival  Cruises  and  U.S.  Savings  Bonds  are  just  the  beginning.  To  show  you  we  mean  business,  we've  invested 
more  than  a  billion  dollars  in  the  past  few  years  to  upgrade  our  properties,  guaranteeing  you  the  quality  you've 
come  to  expect  from  Best  Western.  Just  call  1-800-USE-GOLD  to  join.  Your  membership  is  good  at  over  3,000 
Best  Western  locations  around  the  world.  You  take  care  of  business  now,  and  we'll  take  care  of  the  fun  later. 

Call  1-800-528-1234  Or  Your  Travel  Agent  For  Reservations.  Your  Best  Bet  Is  A  Best  WESTERr 
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At  35,000  feet,  China  Airlines 
is  playing  your  song 


The  soft  strains  of  Tchaikovsky's  Romeo 
and  Juliet  are  just  one  of  the  many 
listening  pleasures  you  will  find  among  the 
varied  selection  of  entertainment  offered  by 
China  Airlines.  Treasuring  each  encounter 
with  you,  it  wants  your  journey  to  be  a 
memorable  one.  On  every  flight,  China 
Airlines'  young  and  energetic  cabin 
attendants  and  skilled  and  seasoned  pilots 
perform  as  a  well-rehearsed  team, 
orchestrating  a  quality  of  service  to  meet 
your  every  expectation. 

That  is  only  fitting  for  China  Airlines,  one  of 


the  world's  fastest  growing  air  carriers, 
hailing  from  Taiwan,  one  of  the  world's 
fastest  growing  economies. 

To  experience  the  utmost  in  inflight 
service,  let  China  Airlines  take  you  on  your 
next  journey  on  the  world  stage. 


We  treasure  each  encounter 

CHINA  AIRLINES 

TAIPEI,  TAIWAN.  ROC 
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LING  COD  EAGLES 


1$  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 


This  Decision  is  Good  for  Business  and  a  Pleasure  to  Make. 


Ford  Dealers  Assn.  of  Southern  California  For  the  last 
1  1  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice    Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience  itself 
helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used  Dick  Landfield,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well  It  is,  by  far,  the  best  managed 
resort  in  Alaska    We  look  forward  to  our  annual  return  this 
year  as  we  have  for  the  past  decade 

Norm  Creighton,  President  and  CEO 

Roberts  Electric  Nine  years  in  a  row  The  absolute  best 
time  of  our  lives  David  Waugh,  Vice  President 

Flamingo  Hilton  Las  Vegas  Fishing  al  Waterfall  is  the 
ultimate  and  I  can  prove  it  This  year  will  be  my  sixth  return 
visit  to  this  beautiful  resort    Atmosphere,  service, 
camaraderie,  relaxation      the  Ultimate. 

Horst  Dzuira,  President 


Eddie  Bauer  Company  Our  company  is  known  for  its  fine 
reputation  for  high  quality  casual  sportswear,  gifts  and 
accessories.  Waterfall  Resort  exemplifies  the  quality 
experience  we  like  to  associate  with 

Chloe  L.  Mueller,  Manager-Corporate  Licensing 

Bumble  Bee  Seafoods  The  quality  time  spent  at  Waterfall 
with  our  customers,  food  brokers,  and  sales  representatives 
have  forged  lasting  personal  and  business  relationships; 
along  with  enabling  us  to  provide  them  with  unique  educa- 
tional insights  into  our  industry    Bob  Nickmovich,  Director 

Huntsman  Chemical  Corporation  Waterfall  Resort  is  the 
finest  fishing  resort  in  the  world    I  bring  a  group  of  20 
guests  every  year  Jon  M  Huntsman,  CEO 

Monroe  Auto  Equipment  Company  We  have  been  taking 
customers  to  Alaska  for  the  past  five  years  and  Waterfall 
Resort  is  by  far  the  best  trip  yet    We  are  going  again  in 
1994  and  this  is  the  first  time  we  will  repeat  to  the 
same  resort  Gary  Raines,  Area  Sales  Manager 


ATERFALI 

RESORT  U 
A  LA   S   K  A 


\  Member  of  Alaska's  Inside  Passage  Resorts 


Tear  this  page  out  and  fax  it  to  Waterfall  /  907-225-8530 
and  receive  our  special  resort  video,  hosted  by  Steve  Garvey 
or  mail  to  P.O.  Box  6440-BW.  Ketchikan,  AK  99901 

company 


state/zip 


telephone 


fax 


INFORMATION  /  RESERVATIONS:  800-5aa-5125  I 
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eterson  urges 
tax  hikes  and  budget 
cuts;  Eisner  thinks 
investment  matters 
more  than  debt 


.HOWTORESCwf 
MlEmw  DREAM 


eversing  the  trends  of  the  last  25 
s  with  a  massive  shift  from  con- 
)tion  to  investment.  He  proposes 
isive  budget  cuts  and  tax  increases, 
iing  such  politically  unfeasible  meas- 
as  a  5%  national  tax  on  consump- 
higher  Medicare  premiums,  and  a 
n  all  federal  benefits  for  well-off 
ricans.  At  the  same  time,  he  would 
nd  income  assistance  for  the  poor 
ooost  public  spending  on  education 
-eseareh  and  development, 
r  all  its  detail,  however,  Peterson's 


book  is  closer  to  a  moral  tract  than  an 
economic  treatise.  In  the  course  of  ex- 
horting Americans  to  sacrifice,  it  glides 
over  several  key  economic  problems,  in- 
cluding the  possibility  that  big  budget 
cuts  could  slow  the  economy  and  actual- 
ly reduce  investment  in  the  short  run. 

By  contrast.  The  Misunderstood  Econ- 
omy offers  clear  and  provocative  insights 
into  the  workings  of  the  economy.  Eis- 
ner, who  is  both  a  respected  academic 
economist  and  a  well-known  iconoclast, 
runs  down  a  list  of  economic  misconcep- 


tions held  by  many  business  executives, 
policymakers,  and  journalists.  He  ex- 
plains, for  example,  why  it  may  be  pos- 
sible to  lower  unemployment  without 
creating  inflation,  and  why  the  gross 
domestic  product  may  not  be  the  best 
measure  of  national  well-being. 

Eisner  forcefully  attacks  the  thinking 
of  deficit  hawks  such  as  Peterson, 
though  he  doesn't  cite  Peterson  by 
name.  Just  as  businesses  borrow  to  in- 
vest in  machinery  and  equipment,  he 
says,  so  should  the  U.  S.  government 
borrow— judiciously— to  invest  in  educa- 
tion, R&D,  and  infrastructure.  Far  from 
being  a  necessary  evil,  government  debt 
can  be  an  important  tool  of  growth. 

Turning  today's  conventional  wisdom 
on  its  head,  Eisner  also  suggests  that 
consumption  does  not  have  to  be  cut 
back  to  increase  investment.  Historically, 
he  says,  increases  in  consumption  have 
been  accompanied  by  higher,  not  low- 
er, levels  of  investment— and  he's  right. 
Thus:  "We  may  be  able  to  have  a  bigger 
lunch  today  and  tomorrow,  too." 

Surely  Peterson  would  violently  object 
to  that  optimistic  view.  But  in  the  end, 
Eisner's  argument  proves  the  more  com- 
pelling because  it  is  the  more  timely. 
Mounting  evidence  indicates  that  the 
U.  S.  has  entered  an  era  of  faster  pro- 
ductivity   growth    and    weaker  job 
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the  winds  reach  a  speed  of  one 
hundred  miles  per  hour,  the  tops  of  the 


towers  may  sway  twelve  and  a  half  inches. 


Strength  does  not  imply  rigidity. 
In  truth,  it  must  be  defined  as  exactly 


the  opposite.  Strength  must  mean 
integrating  the  means  for  flexibility. 
The  ability  to  meet  your  changing  goals. 
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growth,  in  which  the  problem  is! 
much  supply,  not  too  much  demam ; 
such  an  environment,  the  hair-shirty 
nomics  that  Peterson  advocates  vJM 
do  more  harm  than  good. 

BY  MICHAEt  J.  MAp{. 
Michael  Mandel  is  economics  e.ditml 
BUSINESS  WEEK. 
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LOOKING  AT  THE  SUN 

By  James  Fallows 
Pantheon  •  517pp  •  $25 

MISREADING  ASIA 


At  its  best,  James  Fallows'  Mi 
ing  at  the  Sun  is  a  potent  « 
up  call  to  a  U.  S.  that's  frH 
eningly  ignorant  of  Asia.  FalH 
examines  the  "Asian  economic  m<H 
that  thrives  without  duplicating] 
West's  embrace  of  free  trade  and  cdai 
mer  well-being.  Asia's  success  stofl 
he  says,  prove  that  "the  tools  [AnB 
cans]  use  to  explain  the  world  ym 
grown  dangerously  out  of  date." 

As  evidence,  he  takes  up  huge  chip 
of  history,  economics,  and  political  flfl 
ry,  stitching  them  together  with  afl 
dotes  culled  from  years  of  living  in  M 
America's  freewheeling,  consumer-oiH 
ed  economic  culture,  he  concludes,] 
been  a  poor  match  for  Japan's  suj 
managed  approach.  A  strong  chapB 
details  how  quickly  Japan's  mod  M 
spreading  through  Asia.  A  more  IB 
prising  section  notes  that  neither  Bim 
nor  the  U.  S.  championed  free  tradffl| 
til  it  had  achieved  economic  success  a 
Fallows'  first  five  chapters  lean  hpi 
ly  on  a  handful  of  Western  academfll 
but  they're  well-footnoted,  and  jjfl 
work  because  Fallows  ^vrites  more  9 
itously  than  his  sources.  The  rest  ol 
book,  a  medley  of  essays  on  nine  S« 
east  Asian  countries,  leaves  the  rejB 
grasping  for  the  scattered  gems  « 
support  Fallows'  earlier  analysis. 

A  worse  flaw  is  that  portions  otM 
book  were  apparently  researched  baj 
Japan's  economic  bubble  burst  in  jS 
Fallows  dwells  on  America's  fumM 
lead  in  semiconductors,  for  examjB 
but  since  1992,  the  U.  S.  industryH 
rebounded  strongly.  U.  S.  compaH 
have  also  been  faster  than  Japafl 
ones  to  grasp  the  importance  of  peipf»; 
al  computers  and  PC  networks— giw 
them  the  lead  in  "reengineering."  ■ 
Without  question,  Japan  will  remaj 
powerful  economic  competitor,  and,  1* 
term,  Fallows  is  sounding  all  the  ri 
alarms.  But  at  this  moment  in  l| 
some  of  them  have  a  hollow  ring. 
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Economic  Viewpoint 


NEEDED:  A  ONE-TWO  PUNCH 
FROM  THE  FED  AND  TREASURY 


BY  RUDI  DORNBUSCH 


What  will  it  take 
to  keep  the  U.S. 
from  returning 
to  inflation  while 
reassuring  volatile 
bond  markets? 
Joint  action — 
growth-slowing 
rate  hikes  and  bond 
purchases — would 
help  calm  investors 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


The  upheaval  in  bond  markets  around  the 
world  during  the  past  two  months  could 
be  calmed  if  the  U.  S.  Federal  Reserve 
and  the  Treasury  joined  forces  in  taking  a 
stand  that  sets  a  clear  direction.  The  Fed  has 
to  raise  short-term  rates  significantly  to  keep 
the  economy  from  overheating".  The  Treasury 
must  intervene  to  firing  down  and  stabilize 
the  yield  on  10-year  bonds. 

Without  these  two  linked  actions— raising 
short  rates  while  stabilizing  the  long  rate— the 
usual  boom-and-bust  pattern  of  recovery  seems 
inevitable,  and  there  is  a  good  chance  of  seri- 
ous trouble  in  asset  markets.  The  U.  S.  needs 
a  firm  commitment  not  to  slip  back  into  infla- 
tion, but  it  does  not  need  high  long-term  rates 
or  volatility— and  it  surely  doesn't  need  an  as- 
set-market crash. 

If  all  the  Fed  did  now  was  raise  short-term 
rates  by,  say,  50  basis  points,  the  result  in 
world  bond  and  stock  markets  would  be  any- 
one's guess.  Markets  might  receive  the  news 
favorably  as  an  example  of  determined  infla- 
tion-fighting in  a  strong  economy— a  good 
move  before  the  liberal  Clinton  appointees 
join  the  board.  On  the  other  hand,  the  mar- 
kets could  fall  out  of  bed.  As  long  rates  in- 
creased, highly  leveraged,  desperate  investors 
could  offer  to  sell  at  any  price  and  find  no  tak- 
ers to  pick  up  the  pieces.  Clearly,  the  Fed 
can't  gamble:  Because  it  doesn't  know  what 
would  happen,  it  cannot  move  decisively  to 
raise  short  rates.  Yet  the  economy  is  strong, 
and  demand  restraint  must  come. 
WORST  FEARS.  My  answer  to  this  predicament 
is  for  the  Fed  to  hike  the  federal-funds  rate 
and  the  discount  rate  by  50  or  even  75  basis 
points  right  now.  At  the  same  time,  to  ward 
off  the  risk  of  even  more  turbulence  and  the 
possibility  of  a  crash  in  prices  of  medium-term 
bonds,  the  U.  S.  Treasury  should  step  in  and 
support,  the  medium-term  bond  market.  Specif- 
ically, the  Treasury  should  buy  10-year  bonds— 
they  are  the  anchor  for  mortgage  rates— to 
push  their  yield  back  down  to  a  more  normal 
level— say  5%.  The  appearance  of  the  Treasury 
on  the  scene  will  calm  the  worst  fears  of  in- 
vestors, who  believe  that  almost  anything 
could  now  happen  to  bond  yields.  And  if  any- 
thing could  happen,  the  prudent  money  sits  on 
the  sidelines,  holding  cash  and  watching  the 
slugfest.  If  Treasury  moves  determinedly  to 
put  a  floor  below  bond  prices,  private  inves- 
tors will  recover  confidence  and  return  to  the 
role  of  stabilizing  speculation. 

The  Fed  needs  supporting  cover  from  the 
Treasury,  just  as  the  Treasury  could  not  pos- 
sibly step  into  bond  markets  without  a  con- 
vincing show  from  the  Fed.  Neither  can  move 


until  the  White  House  endorses  the  nee< 
an  anti-inflation  policy  and  Fed  indepen 
in  that  fight.  Only  then  can  markets  go 
to  normal. 

A  year  and  a  half  ago,  with  a  fragile 
ing  U.  S.  economy,  the  Fed  administerei 
ultimate  treatment:  3%  interest  rates— fi 
intents,  0%  on  an  inflation-adjusted  basl 
record  low  that  stayed  low  for  what  se 
like  forever.  If  anyone  thought  monetary! 
icy  lacked  potency,  here  is  an  example  w| 
the  old  chestnut  "You  can  lead  a  horse  t 
ter,  but  you  can't  make  it  drink"  doesn't  a 
The  Fed  drenched  the  economy  in  easy  m 
and  the  cure  worked.  Growth  picked  up, 
now  the  economy  is  rushing  toward  full 
ployment,  which  in  today's  labor  ma: 
means  6%  unemployment.  Faster  growth 
falling  unemployment  would  mean  acce 
tion  of  inflation.  There  is  little  room  for 
growth  above  the  2.5%  trend  growth 
comes  from  a  growing  labor  force  and  ri| 
productivity. 

too  little,  too  late?  To  avoid  inflation,  t 
must  be  restraint  now.  The  ideal  strateg; 
course,  is  to  put  in  place  fiscal  restraint, 
raising  taxes  is  deemed  to  be  politically  i 
sible.  The  alternative  is  tighter  monetary 
icy,  but  that  presents  a  problem.  The  Fed 
made  a  beginning,  raising  rates  by  half  a  ^ 
centage  point.  For  some  observers,  that 
too  little,  too  late.  They  think  they  dis< ' 
what  they  regard  as  an  all-too-familiar 
tern:  a  Fed  that  can't  shift  course,  allowing 
ilation  to  build  before  it  slams  on  the  bra 
But  others  argue  that  the  Fed  has  moved 
maturely.  They  do  not  see  any  inflation— i 
soon,  or  ever.  They  see  only  soft  labor  r 
kets,  underutilized  capacity,  and  cracks  ii 
nancial  markets 

At  a  time  when  Congress  is  questior 
the  de  facto  independence  of  the  Fed,  m< 
tary  policy  is  caught  in  the  crossfire  of  opir 
This  uncertainty  is  reflected  in  the  extrac 
nary  volatility  of  the  bond  markets.  That  is 
grettable,  since  the  record  of  moderate  irj]i| 
tion  built  over  a  decade  should  not 
jeopardized  by  a  joyride  toward  full  emp 
ment.  And  the  necessary  shift  to  tighter  n 
ey  should  cause  only  moderate  restraint 

Around  the  world,  from  Canada  to  Eur< 
Asia,  and  South  America,  bond  markets 
shaking  because  nobody  knows  what's  n< 
There  is  plenty  to  do  abroad,  where  cen 
banks  need  to  decouple  from  the  U.  S 
hikes  and  use  some  of  the  Greenspan  tr< 
ment  themselves.  But  that  will  be  far  ea 
once  the  direction  of  U.  S.  policy  and  the  b 
stability  of  markets  are  reestablished. 

It 
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I  uid  Rovers  have  survived  jungles,  swamps,  even  the  Kalahari.  But  this? 


Seat  kicking,  upholstery  trouncing, 
md  all-out  mud  slopping. 

Such  indulgences  are  perfect  for  the 
lew  Discovery  from  Land  Rover. 

Availahle  dual  sunroofs  and  folding 
ump  seats  make  for  an  enormously 
ipacious  interior,  seating  a  family 
>f  seven  comfortably,  wherever  you  go. 

And  you  can  go  wherever. 

It  is,  after  all,  a  Land  Rover. 

iVlong  with  features  such  as  perma- 
lent  four-wheel  drive,  a  ?>.9  liter  V-8 


engine,  and  resilient  coil  spring  sus- 
pension, it  comes  w  ith  a  history  of 
astounding  driving  accomplishments. 

Surely  it  could  take  your  kids  to 
school  in  a  blizzard.  Actually,  with  a 


DISCOVERY 


7700  pound  towing  capacity  in  low 
range,  it  could  take  the  bus. 

What's  more,  the  Discovery  is  the 
first  4x4  ever  to  have  dual  airbags. 
Along  with  its  ABS  system,  side  door 
beams,  and  steel  inner  body  cage,  it's  a 
great  place  to  have  children. 

Why  not  call  1-800-F1NE  4WD  for 
the  nearest  dealer?  Starting  at  just 
under  $29,000*  it's  great  for  the  one 
place  known  as  the  most  challenging  a 
vehicle  has  to  endure:  Suburbia. 


"I'm  proud  to  work  for  a  pharmaceutical  company-  here  in  Argentina.  Argentinean  law  does  not  p$ 

within  Akzo  Nobel  -  that  invests  a  large  part  of  its  income  medical  patents,  so  the  market  is  flooded  with  hur 

in  R&D.  New  or  improved  pharmaceuticals  are  important  of  me-too  products.  Despite  this  tough  competif; 

to  everyone's  well-being.  But  it  is  of  special  relevance  we  have  doubled  our  sales  during  the  last  two  : 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and 
More  than  73.000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  write 
Corporate  Communications  Department  R 1 0,  300  South  Riverside  Plaza,  Chicago.  II.  60606.  Phone  (312)  906-7500. 


Roberto  Schverdfinger,  General  Manager  Organon  Argentina  SA: 


■  unparalleled  world-wide  quality  control, 
and  innovation  persuade  more  and  more 

an  doctors  to  choose  our  side.  Which  proves 
it  pays  off  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


AKZO  NOBEL 


conomic  Trends 


BY  GENE  KORETZ 


SMALL  BUSINESS 

IS  PliniNG  SOME  SNAP 

IN  THE  JOB  MARKET... 


Is  the  once-anemic  pace  of  U.  S.  em- 
ployment growth  picking  up  speed  in 
the  current  robust  recovery?  Judging 
by  March's  unexpectedly  large  456,000 
leap  in  payroll  slots,  you  might  think 
so.  But  skeptics  note  that  the  Labor 
Dept.'s  March  household  survey  was 
less  positive— posting  a  256,000  decline  in 
nonfarm  jobholders  and  a  349,000  jump 
in  those  deemed  "partially  unemployed" 
because  they  are  working  part-time  for 
economic  reasons. 

Nonetheless,  evidence  is  growing  that 
hiring  may  be  accelerating  sharply.  The 
latest  bullish  indicator  is  Dun  &  Brad- 
street  Corp.'s  annual  survey  of  5,000 


HIRING  PLANS  MOVE 
INTO  HIGH  GEAR 


CHANGE  IN  PAYROLL 
EMPLOYMENT 
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▲  MILLIONS  OF  JOBS 

DATA:  LABOR  DEPT ,  DUN  &  BRADSTREFT  CORP 


U.  S.  businesses,  which  projects  a  hefty 
3.1  million  job  gain  for  1994.  That's  50% 
more  than  last  year's  impressive  clip 
(chart). 

On  an  industry  basis,  the  biggest  em- 
ployment increases  are  anticipated  by 
services  (979,000),  manufacturing 
(776,000),  retail  (468,000),  and  construc- 
tion (349,000).  The  smallest  are  project- 
ed by  transportation,  public  utilities, 
mining,  and  government,  all  of  which 
expect  to  add  fewer  than  100,000  work- 
ers. Agriculture  expects  no  growth  at 
all.  Significantly,  well  over  half  of  all  in- 
dustries and  businesses  complain  of 
shortages  of  qualified  workers. 

As  in  last  year's  survey,  the  most 
striking  finding  about  job  creation  is 
the  major  role  played  by  small  busi- 
nesses. Outfits  with  fewer  than  20 
workers  are  expected  to  produce  57%  of 
all  new  jobs.  Companies  employing  20  to 


499  workers  account  for  a  further  33% 
of  the  total. 

Although  the  downsizing  trend  among 
the  nation's  largest  corporations  remains, 
strong,  there  are  signs  that  it's  losing 
some  steam.  Last  year,  some  36%  of 
companies  with  25,000  or  more  employ- 
ees said  they  planned  to  shed  workers 
by  yearend,  but  this  year,  the  percent- 
age is  down  to  24%.  The  portion  antici- 
pating an  addition  to  their  workforces 
has  jumped  from  12%  to  18%. 


...AND  A  FEW  BIG 
COMPANIES  ARE 
ADDING  BODIES,  TOO 


Two  reports  issued  in  the  wake  of 
the  Dun  &  Bradstreet  survey  seem 
to  confirm  its  results.  Challenger,  Gray 
&  Christmas  Inc.,  a  Chicago-based  out- 
placement consulting  firm  that  tracks 
layoff  announcements  by  major  compa- 
nies, says  that  plans  to  ax  some  192,600 
jobs  were  unveiled  in  the  first  quar- 
ter—11%  more  than  last  year.  But  the 
firm's  president,  James  E.  Challenger, 
also  notes  that  improved  demand  is 
spurring  some  big  employers  either  to 
rescind  planned  cuts  or  to  refill  previ- 
ously eliminated  positions.  "The  impact 
of  rising  layoffs  among  some  compa- 
nies," he  says,  "is  now  being  tempered 
by  rehiring  by  others  who  are  finding 
themselves  understaffed." 

More  important,  the  National  Federa- 
tion of  Independent  Business  reports 
that  small  businesses  are  sharply  boost- 
ing hiring  plans.  Its  March  membership 
survey  indicates  that  29%  of  companies 
plan  to  add  workers  in  the  next  six 
months  and  just  5%  expect  cutbacks. 
"That's  one  of  the  strongest  employment 
pictures  in  the  monthly  survey's  eight- 
year  history,"  says  NFIB  economist  Wil- 
liam C.  Dunkelberg. 


IS  GERMANY'S  BEAR 
ECONOMY  COMING 
OUT  OF  HIBERNATION? 


There's  no  denying  that  the  German 
economy  still  faces  massive  structural 
problems  stemming  from  extraordinarily 
high  real  wages,  slowing  productivity, 
and  the  need  for  tight  fiscal  and  mone- 
tary policies  to  counter  the  budgetary 
and  inflationary  impacts  of  huge  outlays 
for  unification.  Thus,  many  observers 
believe  economic  growth  will  stay  feeble 
in  both  1994  and  1995. 

Economists  at  American  Express 
Bank  Ltd.  in  London  think  such  pessi- 


mism is  overdone,  however.  Noting  tl  R 
Germany's  share  of  world  nonoil  expcj 
has  remained  relatively  stable  for  t 
decades,  they  argue  that  the  naticj 
capital-goods-dominated  export  sec 
has  been  able  to  stay  competitive 
cause  of  quality  advantages. 

What's  more,  recent  unpreeedenfl 
wage  restraint  and  restructuring  aire 
have  reduced  manufacturing  unit-lajs 
costs,  which  fell  some  3%  in  1993. 
inflation  already  has  slowed  to  3.2% 
could  drop  to  1.2%  by  the  end  of  19Jj 

Meanwhile,  public  and  private  invMs 
ment  in  eastern  Germany  is  running^ 
50%  of  gross  domestic  product,  and 
put  of  such  industries  as  oil  refinil 
printing,  and  motor  vehicles  is  at| 
above  pre-unification  levels.  That 
gests  that  the  region's  dependence! 
western  Germany  is  declining  fas 
than  expected  and  that  it  will  add 
zip  to  the  overall  economy  next  yeai 

In  short,  with  western  German 
ports  and  export  orders  rising  in 
second  half  of  last  year,  in  response 
growing  demand  for  capital  goods  fri  s 
the  U.  S.  and  Asia,  AmEx  economf 
predict  the  German  economy  will  ent 
sustainable  recovery  by  the  end  of 
year,  despite  depressed  domestic 
sumption.  Indeed,  they  think  the 
fied  German  economy  could  grow 
3.5%  in  1995,  as  the 'east  adds  1%| 
the  west's  2.5%  growth  rate. 


SINGLE  MOMS  DONT 
NECESSARILY 
BEGET  SINGLE  MOMS 


It's  well  known  that  women  livinj 
single-mother-headed  families  in  tl 
teenage  years  are  far  more  prone, 
have  their  first  child  out  of  wedlock  tl 
girls  living  in  two-parent  families, 
that  because  many  were  out-of-wedl* 
children  themselves  and  are  thus  prei 
posed  to  repeat  such  behavior,  or 
cause  single  mothers  are  less  able 
provide  adequate  supervision? 

Neither,  say  Lawrence  L.  Wu  and  l| 
an  C.  Martinson  of  the  University' 
Wisconsin's  Institute  for  Research  I 
Poverty.  Their  analysis  of  national  d 
on  girls'  family  backgrounds  from  bit" 
to  age  19  indicates  that  neither  be', 
born  out  of  wedlock  nor  living  wit! 
single  mother  was  by  itself  a  signific 
predictor  of  out-of-wedlock  childbeari. 
Instead,  the  critical  factor  seems  tof 
family  instability.  That  is,  other  thi| 
being  equal,  girls  from  homes  with  sit 
ing  family  characteristics  were  mil 
more  likely  to  be  unmarried  when  tl! 
first  became  mothers. 
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ROWTH  WITHOUT  INFLATION 
COULD  SETTLE  IN  FOR  A  LONG  STAY 


NFLATION:  STILL 
{WHERE  IN  SIGHT 


III  !V  I II  Hi  IV  I II  III  IV  I II  III  IV  I 

'91      '92      '93  '94 
CENT  CHANGE  FROM  A  YEAR  AGO 
UOES  ENERGY  AND  FOOD 
ATA  LABOR  DEPT.,  BUSINESS  WEEK 


l|u  n  Mar.  25,  Federal  Reserve  Board  Chairman  Alan 
H  Greenspan  delivered  some  seemingly  innocuous 
remarks  at  a  small  college  in  Florida.  Yet  one  of 
Dbservations  may  well  influence  both  the  Fed's  outlook 
inflation  and  future  adjustments  to  monetary  policy. 

He  told  the  Rollins  College  au- 
dience: "The  quality  of  [U.  S. 
business]  investment  has  appar- 
ently been  adequate  recently  to 
demonstrably  speed  the  growth 
of  productivity."  The  statement 
echoed  a  speech  he  was  to  give 
in  Texas  seven  days  earlier, 
when  he  was  instead  called  to 
the  White  House.  What  it 
means:  The  economy  may  well 
have  more  room  to  grow  before 
ins  into  capacity  constraints  and  tighter  labor  markets 
tend  to  generate  wage  and  price  pressures, 
ight  now,  the  economy  enjoys  the  best  of  two  often  in- 
patible  worlds— solid  growth  and  tame  inflation.  In 
pi,  both  producer  and  consumer  prices  gave  no  hint  of 
isifying  pressures  (chart),  while  consumers  buoyed 
(lore  jobs  and  better  earnings  continued  to  crowd  re- 
stores. But  how  long  can  this  happy  situation  last? 

FICIEKCY  If  Greenspan  is  right,  maybe  longer  than 
MNS  ARE  you  think— and  that  could  limit  the  ulti- 
IRBING       mate  size  of  the  rate  hike  necessary  to  en- 

►STS  sure  foal  inflation  stays  docile.  One  ar- 

ent  in  the  Fed  chiefs  favor  is  the  boom  in  capital 
ding.  And  now,  the  Commerce  Dept.  says  businesses 
j  smartly  upgraded  their  1994  investment  plans, 
le  numbers  show  U.  S.  companies  shelling  out  even 
i  this  year  for  buildings,  machinery,  and  computers 

they  did  last  year  in  their  efforts  to  boost  efficiency 
cut  costs.  And  in  '93,  business  investment  surged,  con- 
iting  half  of  the  gains  in  real  gross  domestic  product, 
le  productivity  advance  is  already  hefty.  So  far  in  this 
.nsion,  output  per  hour,  excluding  the  farm  sector,  is 
ar,  faster  than  it  did  during  the  same  period  in  the  two 
ious  upturns.  At  the  same  time,  productivity's  contri- 
>  m  to  economic  growth  has  been  greater  than  in  any  of 
ive  expansions  since  the  early  1960s, 
iie  crucial  link  between  business'  drive  to  improve 
uctivity  and  continued  low  inflation  is  unit  labor 
—the  wage-price  spiral's  most  basic  fuel.  That's  where 

inflation  becomes  ingrained  in  the  economy,  and 


that's  where  this  expansion  is  miles  apart  from  those  in 
the  past  (chart). 

Even  though  this  expansion  is  three  years  old,  unit  la- 
bor costs  are  still  slowing  down,  reflecting  productivity 
gains  and  slower  wage  growth.  In  the  past  year,  they 
have  not  grown  at  all,  in  contrast  with  their  behavior  at 
this  stage  in  the  previous  four  expansions.  On  average,  12 
quarters  into  those  upturns,  unit  labor  costs  were  growing 
at  a  5%  clip,  fueling  the  need  for  companies  to  lift  prices 
to  maintain  profit  margins. 

But  this  time,  both  companies  and  workers  are  enjoying 
the  fruits  of  greater  efficiency  and  lower  unit  costs.  In  the 
fourth  quarter,  margins  of  nonfinancial  corporations  stood 
at  a  10-year  high,  and  workers'  real  wages,  adjusted  for  in- 
flation, posted  the  first  annual  advance  in  seven  years. 

I  MEDICAL  Under  these  conditions,  the  generally  be- 
I  COSTS  nign  inflation  readings  from  the  March 

I  CONTINUE  price  indexes  are  likely  to  be  repeated  in 
I  TO  SLOW  tne  months  ahead.  The  consumer  price 
index  rose  0.3%  last  month,  including  a  0.3%  rise  in  the 
core  index,  which  excludes  the  often  volatile  prices  of 
energy  and  food.  Both  the  total  and  core  producer  price  in- 
dexes for  finished  goods  rose  a  slim  0.2%. 

Most  components  of  the  March 
CPI  posted  moderate  rises.  An- 
nual inflation  for  consumer  goods 
last  month  was  1%.  Excluding 
energy  and  food,  goods  prices 
are  rising  at  the  slowest  rate  in 
seven  years.  Annual  service  infla- 
tion stands  at  3.8%,  about  where 
it  has  been  for  the  past  two 
years. 

A  key  positive  influence  on 
service  inflation  recently  has 
been  slowing  health-care  inflation.  Medical-care  costs  rose 
only  0.2%  in  March,  the  smallest  monthly  increase  in  10 
years.  Annual  medical  inflation  has  fallen  from  a  peak  of 
9.6%  in  1990  to  4.9%  last  month,  the  slowest  pace  in  21 
years,  as  health-care  providers  and  insurers  adjust  to 
looming  reforms. 

The  only  sign  of  price  acceleration  is  in  producer  prices 
of  crude  goods,  reflecting  the  runup  in  commodity  prices. 
Excluding  food  and  energy,  producer  prices  of  crude  goods 
are  up  10.9%  from  a  year  ago. 

However,  commodity  prices  eased  in  April,  and  be- 
sides, it  takes  a  long  time  for  changes  in  crude-goods 


WHY  THIS  INFLATION 
CYCLE  IS  DIFFERENT 
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BUSINESSES  BOOST 
THEIR  SPENDING 


prices  to  filter  through  to  finished-goods  prices,  if  they 
ever  get  there.  And  by  the  time  any  hike  reaches  consu- 
mer goods,  the  raw-material  cost  is  a  very  small  piece  of 
the  total,  and  productivity  gains  should  more  than  offset 
the  difference. 

BUSINESSES  Inflation-dampening  productivity  growth 
PLAN  TO  this  year  will  flow  from  business  invest - 
INVEST  BIG  ments  made  in  "93.  and  capital-spending 
THIS  YEAR  for  '94  ^-fl]  fuel  efficiency  gains  in  '95. 
And  this  year's  capital  budgets  look  especially  big. 

U.  S.  companies  are  planning 
an  8%  rise  in  their  outlays  for 
new  plants  and  equipment  in 
1994.  according  to  the  Commerce 
Dept.'s  survey  taken  from  Janu- 
ary to  March.  That  increase  is 
significantly  greater  than  the 
5.4%  gain  indicated  in  a  survey 
taken  three  months  earlier.  After 
mu.^        -  factoring  in  an  expected  L6ct  de- 

««f  cline  in  capital-goods  prices,  real 

 .  .   spending  is  set  to  jump  by  9.8°*. 

the  largest  advance  in  10  years  (chart  1. 

Manufacturers  have  considerably  more  bullish  plans 
for  1994.  Factories  now  intend  to  lift  their  outlays  by 
~.5c-c.  double  the  advance  projected  in  the  prerious  survey. 
Durable-goods  makers  will  lead  the  way.  They  boosted 
their  planned  increase  from  3.8ct  to  9.5%.  with  carmakers 
raising  their  investment  by  19.3ct  instead  of  only  0.6%. 

But  it's  not  just  manufacturers  that  are  striving  to  en- 
hance their  efficiency.  Commercial  and  other  service  indus- 
tries, such  as  retailing,  finance,  and  communications,  ex- 
pect to  spend  10.4cc  more  on  capital  projects  in  1994.  on 
top  of  an  even  larger  1L2S:  advance  in  1993. 

Accompanying  gains  in  service  productivity  will  help  to 
temper  inflation  in  the  labor-intensive  service  sector, 
while  more  production  capacity  in  manufacturing  will  lim- 


R  ETA  I L  SALES  GAI 
COME  BACK  TO 


it  bottlenecks  that  could  put  pressure  on  goods  p 
Outlays  for  equipment  should  continue  to  domii 

capital  budgets  in  1994.  Last  year,  equipment  spending 

counted  for  82%  of  the  overall  increase  in  expenditu 

mostly  computers  and  other  information  technology.  H 

why  Greenspan  referred  to  the  "quality"  of  investm 

This  year,  that  proportion  should  remain  large,  but  out 

for  new  construction  are  also  set  to  rise,  especially  c 

mercial  and  industrial  building. 

Business'  optimism  seems  justified,  if  only  because 

sumers  continue  to  crave  its  products.  Retail  sales 

0.4  x  in  March,  after  a  robust  L5C*  advance  in  Februi 
The  March  sales  increase  was 

smaller  than  Wall  Street  had 

feared,  and  combined  with  the 

tame  price  reports,  it  calmed  the 

bond  market's  inflation  fears  and 

kept  upward  pressure  off  of 

long-term  interest  rates.  Indeed. 

real  retail  sales  for  the  first 

quarter  cooled  significantly  from 

their  scorching  pace  in  the 

fourth  quarter  of  last  year 

1  chart  1. 

The  March  gain  was  far  from  weak,  though.  Dem 
■  for  durable  goods,  up  11%.  remained  strong,  led  b; 
sharp  rebound  in  sales  of  building  materials,  wl 
more  than  made  up  for  February's  weather-related  phn 
Receipts  at  department  stores  and  apparel  retailers  i 
rose,  with  the  only  weakness  showing  up  in  more  vola 
categories,  such  as  grocery  stores,  gas  stations,  and  ] 
taurants,  perhaps  reflecting  price  declines. 

But  with  U.  S.  industry  investing  with  the  fervor  1 
dent  right  now.  the  economy  has  much  less  to  fear  fi 
demand-driven  price  pressures.  In  this  expansion,  bet 
produethity  growth  and  intense  foreign  competition  ai 
one-two  punch  that  will  help  the  Fed  in  its  fight  agai 
inflation. 


TRADE  BALANCE 


Tuesday  Apr.  19.  8:30  am. 
The  U.  S.  merchandise  trade  balance  for 
February  is  expected  to  show  a  deficit  of 
§9  billion,  according  to  the  median  pro- 
jection of  economists  surveyed  by  \:ms 
International,  a  unit  of  McGraw-Hill  Inc. 
Ii  so.  that  gap  would  be  less  than  the 
Sll  billion  deficit  recorded  for  January. 
Since  the  Commerce  Dept.  now  reports 
monthly  data  for  trade  in  services  as 
well  as  goods,  the  overall  gap  will  be 
some  S4  billion  less,  since  the  U.  S.  runs 
a  monthly  trade  surplus  in  services  of 
about  that  amount.  The  economists  ex- 
pect exports  of  merchandise  to  rise  to 
S40.5  billion,  partlv  reversing  January's 


drop,  and  they  look  for 
ing  S49.5  billion,  little 
their  January  level. 

HOUSING  STARTS 


FEDERAL  BUDGET 


Wednesday.  Apr.  20.  8:S0  am. 
Housing  starts  in  March  are  expected  to 
have  rebounded  from  their  weather-de- 
pressed levels  in  January  and  Febru- 
ary. The  MM  5  survey  calls  for  an  in- 
crease to  1.4  millions  starts,  up  from 
L31  million  in  February  and  L26  mil- 
lion in  January.  However,  further  gains 
in  new  building  in  1994  will  be  limited 
by  demographics,  rising  home  prices— 
mainly  the  result  of  higher  lumber 
costs— and  most  recently,  a  kickup  in 
30-vear  fixed  mortgage  rates  to  8.5%. 


Thursday.  Apr.  21.  2  p.m. 
The  federal  budget  is  expected  to  pod 
deficit  of  S38  billion  in  March,  says  1 
mms  survey,  nearly  S6  billion  less  fl 
the  March.  1993.  gap.  That  would  am 
that  the  deficit  for  the  first  hah*  of \ 
1994  fiscal  vear  stands  $27  billion 
the  gap  in  the  first  half  of  1993. 
the  deficit  totaled  S254.7  billion.  At  | 
rate,  the  1994  shortfall  will  end  up  m 
below  the  Administration's  e 
§234.8  billion.  Higher  borrowing 
reflecting  rising  interest  rates, 
to  this  year's  red  ink.  but  faster-t™. 
peered  economic  growth  will  more  tfc 
cover  that  additional  cost. 
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(  Gad  Janay  invests  with  Prudential  Securities  ) 


o 


Your  word  is  your  bond. 


 J  

Trust  is  measured  by  commitments  kept...  in  business  and  in  love. 


o 


I  don't  give  a  damn  about  a  firm  handshake.  Confidence  is  earned  in  other  ways. 


o 


To  be  successful,  I  think  it  is  important  to  take  risks. 


© 


I  trust  people  who  try  to  talk  me  out  of  unreasonable  risks. 


o 


The  people  I  trust  most  are  not  afraid  to  tell  me  the  truth. 


Prudential  Securities  \Jmu 

Prudential  Securities  today.  It  starts  with  straight  talk. 
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THE  ENVIRONMENT  I 


APRIL  25,  1994 


TOXIC 

TURNABOUT? 

A  DEAL  ON  SUPERFUND  MAY  FINALLY  BE  AT  HAND 


I  n  Wallington,  N.  J.,  a  working-class 
I  town  about  15  miles  west  of  Man- 
I  hattan,  the  community's  largest  un- 
developed tract  sits  unused.  No  investor 
will  touch  the  10-acre  lot  because  it  is 
contaminated  with  toxic  waste,  and  the 
federal  government  figures  cleanup  costs 
at  $18  million.  Worse,  under  current  law, 
any  new  owner  could  be  dragged  into 
the  fight  over  who  should  pay. 

Wallington's  predicament  is  one  that 
has  plagued  communities  across  the 
U.  S.  for  14  years,  thanks  to  a  Superfund 
toxic-cleanup  program  that  sits  mired 
in  a  knotty  wrangle  of  squabbling  and 
lawsuits.  "We  need  a  new  Superfund 
law  that  works  faster,  fairer,  and  more 
efficiently,"  Environmental  Protection 
Agency  Administrator  Carol  M.  Brown- 
er told  Wallington  residents  on  an  Apr. 
7  visit.  "Congress  needs  to  pass  a  re- 
formed Superfund  law  without  delay." 

That  just  might  happen.  At 
ter  months  of  quiet  negotia 
tions  with  business  and  en 
vironmental  groups,  the 
Clinton  Administration  is 
within  reach  of  a  compro 
mise  that  could  dramati- 
cally alter  the  toxic  land- 
scape     by  entirely 
revamping  the  Super 
fund  program.  Much  of 
the     progress  was 
made  in  two  weeks  of 
secret   Capitol  Hill 
talks  among  a  small 
group   of  industry 
leaders,  environmen 
talists,  and  commu- 
nity activists. 

Success  is  far  from  certain. 
Indeed,  the  negotiations  hit  a  snag  on 
Apr.  12  over  the  resistance  from  the 
Chemical  Manufacturers  Assn.  and  Gen- 
eral Electric  Co.  to  provisions  that  had 
already  been  agreed  to  by  other  busi- 
ness interests.  "The  negotiations  are  so 
fragile  that  anyone  could  pull  the  plug 
on  it,"  says  Browning-Ferris  Industries 
Inc.  Vice-President  Philip  S.  Angell. 


But  most  of  those  involved  in  the 
high-stakes  talks  are  hell-bent  on  suc- 
cess. The  White  House  has  made  Super- 
fund  reform  a  cornerstone  of  its  environ- 
mental agenda.  The  feds  hope  the  deal 
will  be  a  model  for  solving  regulatory 
problems  in  cooperation  with  business. 
Industry,  which  could  get  stuck  with  up 
to  $300  billion  of  a  $463  billion  tab  for 
cleaning  up  the  nation's  Superfund  sites, 
wants  to  bring  some  certainty  to  the 
Superfund  system.  Insurers  fear  $132 
billion  in  claims  during  the  next  25  years 
if  there  is  no  reform.  And  environmen- 
talists fret  that  delays  will  further  harm 
the  environment. 

TICKTOCK.  The  negotiators  are  working 
under  intense  time  pressure.  After  bar- 
gaining stalled,  Representative  Al  Swift 
(D-Wash.)  announced  on  Apr.  13 
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that  he  will  delay 
an  Apr.  27  meet- 
ing to  draft  a  re- 
write of  the  Super- 
fund  law.  Swift  has 
been  told  by  Chair- 
man John  D.  Dingell 
(D-Mich.)  that  the  full 
committee  will  not 
take  up  the  bill  unless 
all  major  parties  have 
signed  on  to  a  compro- 
mise.   "Dingell  told 
Swift:  'Bring  me  no  un- 
chewed  meat,'"  says  one 
business  leader  close  to 
the  negotiations. 

Failure  to  get  a  I > 1 1 1 
through  committee  this 
spring  would  probably  doom  the  legisla- 
tion for  this  year,  leaving  Superfund  to 
an  uncertain  fate  in  the  new  Congress. 
Many  key  players  will  be  gone,  with 
Swift  and  Senate  Majority  Leader 
George  J.  Mitchell  (D-Me.),  a  strong 
Superfund  reform  backer,  planning  to 
retire.  If  Congress  fails  to  act,  a  spe- 


cial tax  on  businesses  that  partiall 
funds  the  cleanup  would  expire  in  Oct 
ber,  1995— bringing  the  already  creal 
program  to  a  halt. 

Some  careful  groundwork  by  the  Cli 
tonites  has  improved  the  chance  for  si 
cess.  The  Administration  consulted  wi 
businesses  and  environmentalists  i 
months  before  unveiling  a  proposal  < 
Feb.  3  (table).  The  blueprint  for  tl 
Clinton  plan  was  hammered  out  by  tl 
National  Commission  on  Superfund, 
group  of  environmentalists,  academic 
and  business  leaders.  The  remainir 
stumbling  bl<x-k:  how  clean  sites  must  1 
before  builders  can  redevelop  them. 
containment.  So  far,  most  business 
have  found  much  to  like  in  the  unfi 
ished  compromise.  The  new  rules  wou 
allow  companies,  under  some  circur 
stances,  to  stop  short  of  returning  was 
sites  to  the  pristine  condition  require 
under  current  law.  It  also  would  h 
them  contain  pollution  in  some  case 
rather  than  cleaning  it  up.  Ciba-Geig 
Corp.'s  Glenn  S.  Ruskin,  manager  of  f© 
eral  legislative  affairs,  says  the  chang< 
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SUPERFUND  SITE  IN 
NEW  JERSEY:  REFORM 
MAY  SPEED  CLEANUPS 


FIXING  SUPERFUND 


The  Clinton  Administration  and  business  seem  c/ose  to 
a  groundbreaking  deal  that  would  get  toxic-waste 
cleanup  moving  again: 


Instead  of  holding  a  company 
responsible  for  the  full  cost  of  a 
cleanup,  the  plan  would  reduce 
litigation  by  requiring  businesses  that  agree  to  a 
settlement  to  pay  only  their  prorated  share. 

Companies  responsible  for  less 
than  500  pounds  of  trash  or  1 0 
pounds  of  hazardous  waste 
would  be  exempt  from  cleanup  costs.  Municipalities'  li- 
ability would  be  capped  at  10%,  and  lenders  would  be 
protected.  An  "orphan  fund"  would  cover  insolvent 
businesses  that  can't  pay  on  their  own. 


Polluters  would  have  to  clean  sites 
to  meet  standards  that  protect 
health  and  the  environment, 
rather  than  returning  the  land  to  a  pristine  state. 


If  at  least  85%  of  businesses  with 
coverage  agree  not  to  sue  their 
insurers,  the  insurers,  in  turn, 
would  pay  $8.1  billion  over  10  years  into  a  trust  fund 
to  cover  pollution  cleanup  claims. 

DATA:  BUSINESS  WEEK 


save  his  company  about  20%  of  its 
nual  $60  million  Superfund  tab. 
Environmentalists  are  less  happy.  In- 
ed,  in  a  Mar.  4  memo  to  the  heads  of 
vironmental  groups,  Natural  Resourc- 

Defense  Council  lobbyist  Erik  Olson 
^gested  the  greens  might  try  to  kill 
3  legislation  rather  than  let  what  they 
3  as  an  inadequate  program  pass. 
The  easiest  part  of  the  deal  is  prob- 
ly  an  agreement  on  a  section  of  the 
v  that  has  mainly  provided  a  field  day 

lawyers— assignment  of  financial  re- 
onsibility  for  cleaning  up  waste  sites. 
>w,  any  single  polluter 
a  be  held  liable  for  the 
cost,  a  rule  that  has 
used  a  frantic  search 

companies  with  deep 
ckets  to  pick  up  the 
b.  Under  the  new  ap- 
oach,  a  polluter  that 
;rees  to  the  govern- 
snt's  deal  would  have 

pay  only  a  prorated 
are  of  the  cleanup. 
The  insurance  indus- 


SLOW  AS  SLUDGE 


▲  HUNDREDS  OF  SITES 


"INCLUDES  96 
PROPOSED  NEW  SITES 


try  and  chemical  companies  have  struck 
their  own  deal.  Under  a  plan  unveiled 
Mar.  16,  insurers  will  pay  $8.1  billion  in 
taxes  over  10  years  to  pay  toxic-waste 
claims  from  a  new  government  fund. 

The  deal  is  contingent  on  at  least  85% 
of  companies  linked  to  pollution  agreeing 
to  use  the  settlement  fund  instead  of 
suing  their  insurance  carriers.  Compa- 
nies would  receive  from  20<t  to  6()<f  for 
each  $1  spent  on  cleanup.  "The  goal  is  to 
reduce  the  litigation,"  says  Donald  R. 
Frahm,  CEO  of  ITT  Hartford  Insurance 
Group,  a  driving  force  behind  the  com- 
promise. The  Adminis- 
tration, says  a  Treasury 
Dept.  official,  won't 
stand  in  the  way  if  the 
companies  can  hold  to- 
gether a  compromise. 
ROCKY  ROAD.  Talks  over 
how  clean  sites  must  be 
are  not  progressing  as 
smoothly.  The  Adminis- 
tration wants  to  set  two 
national  levels  for  100 
chemicals  that  make  up 


CLEANED-UP 
SITES 


DATA:  ENVIROMENTAL 
'  PROTECTION  AGENCY 


90%  of  the  pollution  at  Superfund  sites. 
Companies  would  have  to  clean  up  con- 
tamination to  residential  or  commercial 
standards,  depending  on  the  intended 
land  use. 

Some  business  interests,  notably  the 
CM  A,  want  individual  cleanup  standards 
for  each  site.  But  the  Clintonites  fear 
this  might  replace  current  litigation  over 
liability  with  arguments  over  site  stan- 
dards. And  environmentalists,  still  fum- 
ing that  the  Administration  has  weak- 
ened a  proposal  to  allow  for  site  reviews 
in  some  cases,  aren't  budging.  "We  came 
into  this  as  a  compromise,  and  we're 
not  willing  to  give  up  the  whole  store," 
says  Linda  Greer  of  the  NRDC. 

Still,  all  sides  have  a  big  incentive  to 
make  a  Superfund  deal  work.  Any  re- 
formed program  is  sure  to  be  better 
than  current  law.  And  it  finally  looks 
as  if  polluters  may  stop  squabbling  and 
get  on  with  the  cleanup. 

By  Mary  Beth  Regan  in  Wallington, 
N.J.,  with  .Joseph  Weber  in  Philadelphia, 
Chris  Roush  in  New  Haven,  and  Kevin 
Kelly  in  Chicago 
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GILL  IT  THE 

TORTURED  CHAMBER  OF  COMMERCE 


Members  are  squabbling  over  whether  to  praise  Clinton  or  bury  him 


B 


ill  Clinton's  election  created  a  di- 
lemma for  the  doctrinaire  conser- 
vatives at  the  U.  S.  Chamber  of 
Commerce.  It  could  continue  to  rail 
against  taxes  and  regulation— and  be- 
come irrelevant  in  the  Washington  pow- 
er game.  Or  the  business  lobby  could 
move  toward  accommodation,  win  ac- 
cess to  the  White  House,  and  try  to 
moderate  Administration  policies. 

The  220,000-member  Chamber  opted 
for  a  conciliatory  tack.  Last  year,  it  "ap- 
plauded" the  deficit-reduction  and  job- 
creation  goals  of  Clinton's  economic  plan. 
And  in  February,  the  Chamber  submit- 
ted testimony  to  Congress  that  business 
had  a  "shared  responsibility"  to  provide 
health  care— a  position  similar  to  Clin- 
ton's employer  mandates  (table). 
SELLOUT?  Now,  the  Chamber  is  learning 
that  fraternizing  with  the  enemy  can  be 
dangerous.  Right-wing  congressional  Re- 
publicans, other  business  organizations, 
and  dozens  of  Chamber  members  are 
so  incensed  at  the  perceived  betrayal 
that  they  have  launched  a  campaign  to 


pressure  the  group  to  return  to  its  arch- 
conservative  roots,  and  its  outsider  sta- 
tus. "The  Chamber  has  lost  its  way,"  de- 
clares Representative  John  A.  Boehner 
(R-Ohio).  "It  sold  out  its  principles  for  30 
pieces  of  silver  from  Bill  Clinton." 

Others  agree.  William  K.  Lavin,  CEO 
of  Woolworth  Corp.,  sent  a  letter  blast- 
ing the  Chamber  for  its  health-care  posi- 
tion. And  the  National  American  Whole- 
sale Grocers'  Assn.  resigned  from  the 
Chamber  to  protest  the  new  direction. 
Grocers'  Vice-President  Bruce  A.  Gates 
points  to  the  "internal  turmoil"  as  a  de- 
terrent to  the  Chamber's  effectiveness: 
"They  have  become  almost  irrelevant." 

Such  criticism  is  taking  its  toll.  On 
Apr.  5,  a  chastened  Chamber  dismissed 
its  chief  congressional  lobbyist,  William 
T.  Archey,  announced  a  major  staff  re- 
organization, and  pledged  to  work  more 
closely  with  individual  businesses.  And 
on  Apr.  12,  Archey's  replacement,  R. 
Bruce  Josten,  held  a  peace  conference 
with  Boehner  and  other  conservative 
<;o\'  House  critics. 


But  the  swing  back  to  the  right  m 
ardizes  the  Chamber's  nascent  relai 
ship  with  the  White  House  and  con] 
sional  Democrats  just  as  Congre; 
getting  serious  about  a  critical  is1 
health  care.  Alexis  Herman, 
House  director  of  public  liaison, 
"We  had  a  relationship  where  we 
the  Chambers'  position  a  lot  more 
ously."  And  now?  "I  don't  know." 

Chamber  officials  view  the  contri 
sy  as  overblown.  Senior  Vice-Presi 
Carl  N.  Grant  says  that  only  "se 
dozen"  of  the  organization's  mem 
have  resigned.  He  argues  the  Cham 
flexible  hiring  freeze  and  reorganizi 
were  "prudent  management"  and  n 
sign  of  financial  pressures. 
hitting  A  nerve.  But  the  fact  is 
Chamber's  influence  has  been  wa 
since  the  salad  days  of  the  Reagan 
olution.  The  Reagan  White  House  r 
ily  embraced  the  Chamber's  supply-|j 
ideologues,  chief  economist  Richan 
Rahn  and  President  Richard  L.  Les 

When  Clinton  was  elected,  Cha 
officials  decided  to  give  the  Demo| 
some  leeway.  "There  was  a  feeling 
we  should  be  less  reactive  and 
thoughtful,"  Archey  says.  "If  the  C 
ber  is  always  seen  as  just  negative 
can't  make  a  difference."  Hence, 
ciliatory  statements  about  the  ecoflfi 
plan  and  health  care,  even  as  other  t  in 
ness  groups,  particularly  the  Natii 
Federation  of  Independent  Busin 
staked  out  virulent  anti-Clinton  p 
tions.  Complaints  forced  the  Cham 
to  withdraw  the  health-care  testimJ 
And  its  leaders  say  they  never  actui- 
endorsed  Clinton's  economic  plan. 

In  addition,  the  protest  campaign!-/ 
pears  to  have  touched  a  nerve  am|' 
grassroots  Chamber  members,  man;, 
whom  felt  the  Washington  office  mU 
concerned  chiefly  about  Corporate  Aijt<a!» 
ica  anyway.  "They  only  care  about  I 
big  kids  on  the  block,"  complains  Chair:,. 
"Chip"  Coleman,  Chamber  presidenii^ 
Boley,  Okla.,  population  (538. 

Now,  the  Chamber  faces  a  dilemm;il 
it  pleases  its  members,  business 
leagues,  and  Republicans,  it  stands 
lose  much  of  its  political  capital  i 
Democrat-dominated  Washington. 

By  Richard  S.  Dunham,  with  Su  . 
B.  Garland,  in  Washington 


WTO 


THE  CHAMBER  Of 
COMPROMISE 

Why  conservatives  are 
complaining  about  the  U.S. 
Chamber  or  Commerce 


PHILOSOPHICAL  SHIFT 


Critics  say  the  Chamber  is 
more  interested  in  cozying  up 
to  President  Clinton  and  to 
congressional  Democrats  than 
in  pursuing  an  antitax, 
antiregulation  agenda. 


ECONOMIC  PLAN  ENNUI 


Republicans  resented  the 
Chamber's  initial  praise  for 
the  deficit-reduction 
component  of  Clinton's  1  993 
economic  program.  The 
Chamber  later  backed  down. 


A  HEALTHY  DISAGREEMENT 


Chamber  officials  set  off  a 
firestorm  by  embracing 
employer  mandates  as  part  c 
health  reform.  Outraged  GO 
loyalists  forced  the  Chamber 
to  reverse  its  stand. 
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SUDDEM  EMBRACE  SWEEPS 
ETROIT  OFF  ITS  FEET 


sumer  confidence  and  pent-up  demand  are  fueling  record  new-car  sales 


lew  YORK  AUTO  SHOW:  CARMAKERS'  TIGHT  INVENTORIES  MAY  BE  THE  ONLY  GLITCH 


late  March,  Robert  F.  Gould  of 
ruilford,  Conn.,  dumped  his  14-year- 
Id  clunker  and  plunked  down 
J73  for  a  spanking  new  Oldsmobile 
ty  Eight  Royale.  He  was  among  the 
ms  of  buyers  who  stampeded  car 
ers  last  month,  shattering  sales 
"ds  and  catching  car  companies  by 
rise.  "We're  up  about  50%  so  far 
year"  on  top  of  a  strong  1993,  mar- 
Sharon  K.  Moss,  president  of  Moss 
>rs,  a  Honda-Mercedes-BMW  dealer  - 
in  Lafayette,  La. 

ilk  about  a  recovery.  Higher  interest 
5  sure  aren't  hurting  the  auto  mar- 
Industrywide  car  and  light  truck 
;  were  up  20%  in  the  first  quarter, 
car  marketers  and  Wall  Streeters 

are  jacking  1994  sales  projections 
i  much  as  15.6  million  units,  vs.  13.9 
on  last  year.  For  Detroit,  which  is 
ing  low  on  such  hot  sellers  as  the 
I  Mustang  and  Chevy  Suburban, 
;  inventories  are  the  big  problem 

Indeed,  in  some  markets,  invento- 
are  so  tight  that  Japanese  carmak- 
could  reverse  their  market-share 
-at  least  temporarily. 
RE  bacon."  To  be  sure,  auto  sales 
1  zag  down  again,  as  they  did  late 
summer.  But  most  market  watchers 
k  consumers  have  shaken  their 
amishness  about  buying  cars.  With 
economy  booming,  "they're  bringing 
3  more  bacon,"  says  Donald  P.  Hilty, 


Chrysler  Corp.'s  economist.  Heftier  pay- 
checks, modest  debt  burdens,  and  an 
improving  job  outlook  have  spawned  a 
steady  rise  in  consumer  confidence  since 
last  October,  according  to  the  Confer- 
ence Board. 

Interest  rates  would  have  to  go  a  lot 
higher  to  spoil  the  party.  For  the  aver- 
age 4%-year,  $14,750  car  loan,  a  one- 
point  increase,  to  9%,  would  boost 
monthly  payments  just  $7,  to 
$328.  Raising  rates  to  12% 
would  add  $29  to  the  monthly 
tab.  Increases  on  lease  payments 
would  be  barely  noticeable,  too. 
Barring  a  big  rate  jump,  figures 
J.  P.  Morgan  &  Co.  analyst  David 
Bradley,  pent-up  demand  from 
the  industry's  long  slump  should 
fuel  sales  to  a  peak  of  nearly  17 
million  vehicles  in  1996  or  1997. 

The  Big  Three  are  scurrying 
to  keep  up.  Over  the  past  year, 
Ford  Motor  Co.  has  spent  more 
than  $2  million  to  increase  facto- 
ry capacity  by  300,000.  In  late 
March,  company  brass  decided  to 
expand    its  Mexico 
City  plant  to  build 
75,000    more  1995 
Ford  Contours  and 
Mercury  Mystiques 
for  sale  in  the  U.  S.  And  Ford's 
board  was  expected  to  approve 
on  Apr.  14  a  plan  to  keep  build- 


JAN  '93  MAR 
A  MILLIONS  Of  UNITS 


ing  100,000  Aerostar  minivans  a  year 
rather  than  give  them  the  ax,  as  had 
been  planned.  Chrysler,  meanwhile,  is 
spending  $1.8  billion  to  squeeze  out  more 
hot-selling  models,  such  as  the  Jeep 
Grand  Cherokee,  Dodge  Ram  pickup 
truck,  and  Neon  subcompact. 

Japanese  carmakers  are  hoping  to  fill 
any  void  left  by  Detroit.  In  March,  they 
used  aggressive  lease  deals  to  take  ad- 
vantage of  Motown's  spot  shortages. 
That's  one  reason  Japanese  brands' 
share  of  the  U.  S.  light-vehicle  market 
lumped  nearly  two  points  in  March,  to 
23.4%. 

TRICKY  RETOOL.  With  Detroit  shutting 
plants  to  switch  to  new  models,  the  Jap- 
anese could  make  more  gains— though 
they  may  be  temporary.  The  two 
Oshawa  (Ont.)  factories  that  build  Chevy 
Luminas  were  closed  for  2Yi  months, 
starting  in  November.  Production  is 
ramping  back  up,  but  GM  had  only 
enough  Luminas  on  hand  to  sell  7,000 
units— 13,000  fewer  than  last  March. 

Other  shutdowns  are  coming.  For  in- 
stance, the  Kansas  City  (Mo.)  assembly 
line  that  builds  the  Ford  Tempo  and 
Mercury  Topaz  will  shut  down  for  two 
months  starting  on  May  20  to  prepare 
for  the  new  Contour  and  Mystique  mod- 
els. Likewise,  starting  in  June,  GM  will 
shut  for  at  least  a  month  a  Lordstown 
(Ohio)  factory  that  builds  Chevy's  best- 
seller, the  Cavalier.  And  Chrysler  will 
close  an  assembly  line  in  Sterling 
Heights,  Mich.,  to  retool  for  the  Dodge 
Stratus  and  Chrysler  Cirrus  sedans.  To- 
gether, those  factories  produce  about 
10%  of  all  cars  sold  in  the  U.  S. 

Japanese  brands  will  get  a  further 
boost  as  the  East  and  West  Coast  econ- 
omies emerge  from  recession.  With 
about  half  of  the  market  in  those 
areas,  they  stand  to  gain  the 
most  from  the  budding  sales 
revivals  there.  "The  Japanese,  af- 
ter taking  a  beating  for  two 
straight  years,  are  going  to  do 
much  better  this  year,"  says  ana- 
lyst Jesse  Snyder  of  Autofacts  Inc. 

Still,  once  its  factories  are  pro- 
ducing full  swing  later  this  year, 
Detroit  will  likely  grab  back  mar- 
ket share.  That  should  give  the 
Big  Three  time  to  build  up  some 
cash  reserves  for  the  inevitable 
downturn  later  in  the  1990s.  With 
cars  lasting  ever  longer,  it  may  be 
quite  a  while  before  buyers  like 
Bob  Gould  buy 

TiUtiBOCHARGED 

SEASONALLY  ADJUSTED 
ANNUAL  SALES  RATE, 
CARS  AND  LIGHT  TRUCKS 
SHARE  OF  U.S. 
MARKET  IN  MARCH: 

DETROIT.  73.3% 

JAPAN  23.4% 

DATA:  AUTOPACIFIC  GROUP  INC 


another  new  car. 

By  David 
Woodruff  in  De- 
troit, with  Larry 
Armstrong  in  Los 
Ani/rlcs  and  Rcsu 
King  in  Madison., 
Conn. 
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REAL  ESTATE  I 


MODEL  HOMES:  EXCEPT  IN  CALIFORNIA,  HOMEBUILDERS  ARE  RACKING  UP  NEW  ORDERS 


STAMPEDE  OF 

THE  HOUSE  HUNTERS 


Worries  about  even  higher  interest  rates  have  the  market  hopping 


When  they  started  their  search 
for  a  first  home  late  last  year, 
Eric  and  Harumi  Smith  went 
by  the  book.  A  $10,000  downpayment? 
Check.  Prequalified  for  a  mortgage? 
Check.  A  1.5-point  interest-rate  hike? 
Gulp.  "I  was  already  at  the  high  end  of 
my  range,"  says  Smith,  a  product  man- 
ager for  an  Atlanta  gourmet-food  compa- 
ny. "When  rates  jumped  up,  I  thought 
I'd  lose  the  house."  Instead,  Smith  nego- 
tiated a  new  deal  with  his  bank  in  which 
he'll  pay  a  below-market  rate  the  first 
two  years  and  a  higher  rate  for  the 
rest.  "We  were  worried  big  time,"  he 
says  now. 

Worry,  I  tut  don't  wait  :  That's  the 
strategy  for  many  home  buyers  as  the 
great  rate  bonanza  of  the  early  1990s 
winds  down.  With  mortgage  rates  up 
smartly  from  their  September  lows 
(chart),  home  sales  are  hopping.  In  mar- 
kets ranging  from  red-hot  Atlanta  to 
once-cold  New  England,  buyers  are  rush- 
ing to  close  deals  now. 

At  Centex  Corp.  in  Dallas,  the  na- 
tion's largest  homel  milder,  the  backlog  of 
orders  is  up  5.5%,  while  rival  U.S. 
Home  Corp.  has  seen  its  backlog  to  build 
new  homes  jump  24%  over  last  year. 
Ryan  Homes,  a  division  of  NVR  Inc.,  says 
its  sales  in  the  Northeast  have  risen 
10%  from  a  year  ago. 

Even  some  of  the  once-ailing  realty 


markets  have  found  the  rate  jump  a 
surprising  tonic.  At  William  Raveis  Inc., 
Connecticut's  largest  broker,  March  sales 
surged  59%  over  last  year's  level.  "This 
is  a  tremendous  spike,"  says  Executive 
Vice-President  Mary  Ann  Evick. 

Indeed,  most  buyers  are  taking  the 
rate  hike  in  stride.  For  one  thing,  rates 
are  still  near  their  20-year  lows,  despite 
the  recent  jump.  "Those  of  us  who  dealt 
with  rates' at  17%  to  18%  think  at  8%, 
things  could  be  worse,"  says  Deborah 
Dwyer,  president  of  the  Massachusetts 
Association  of  Realtors. 

Besides,  the  panoply  of  adjustable- 
rate  and  balloon  mortgages  give  people 
an  arsenal  of  options.  "Buyers  are  a  lot 


less  interest-rate  sensitive  now 
coming  out  of  past  recessions,"  says 
nis  Macheski,  director  of  Westerr 
gional  real  estate  research  for  Price! 
terhouse.  Moreover,  the  tame  infk 
data  suggest  that  interest  rates 
have  topped  out.  Producer  prices 
just  0.2%  in  March,  while  consumer 
es  increased  a  modest  0.3%. 

Buyers  seem  unwilling  to  wait  foi 
next  bond  rally,  though,  and  better 
flow  is  making  it  easier  for  many  t< 
sorb  the  rate-related  bump  in  mor 
mortgage  payments.  With  625,000 
jobs  added  in  the  first  quarter,  pa; 
growth  is  the  strongest  in  four  y( 
and  real  aftertax  incomes  are  up 
from  a  year  ago. 

"ABSOLUTELY  DEAD."  Of  course, 
everyone  is  joining  in  the  buying  sf 
After  three  years  of  severe  reces; 
Los  Angeles'  real  estate  market  wa 
tempting  a  fragile  comeback  this 
ter.  Then  the  earthquake  hit,  folio 
by  the  rate  jump.  "Business  is  abso' 
ly  dead.  It's  the  worst  I've  seen  j 
three  years,"  says  Ann  Bose,  presii 
of  mortgage  broker  Estate  Funding 
In  addition,  the  rate  spike  came 
as  construction  costs  started  to  : 
leaving  some  buyers  across  the  cou 
out  in  the  cold— especially  those  at 
lower  end  of  the  market.  For  a  hi 
costing  $119,000  last  year,  near-re 
lumber  prices,  along  with  higher 
and  labor  costs,  can  add  as  mud 
$8,500  to  this  year's  construction  p 
Atlanta  builder  Millard  Bowen  say 
and  his  colleagues  are  only  now 
to  pass  the  costs  along  to  buy 
"Costs  went  up  faster  than  the  ma 
could  respond,"  he  says.  "You're  alv 
going  to  find  that  people  at  the  lc 
end  of  the  bubble  will  have  to 
longer  or  have  to  buy  resale." 

Indeed,  pent-up  demand  lasts  onlj 
so  long.  "The  issue  is  how  big  was 
backlog  of  people  who  hoped  to  c 
the  bottom  on  rates  and  just  lost 
says  Donald  Ratajczak,  director  of 
Economic  Forecasting  Center  at  Gee 
State  University.  Once  the  buyer  b 
log  clears  in  late  summer,  housing  st 
could  drop  by  4%  as  a  result  of  the  1 
er  mortgage  costs. 

However,  economists  don't  see 
trouble  until  next  year.  "The  ris> 
interest  rates  will  hit  the  econom 
1995  and  stall  the  recovery  in  he 
building,"  says  Sara  L.  Johnson,  rej 
al  economist  at  DRl/McGraw-Hill,  w 
forecasts  a  2%  slip  in  housing  st 
in  1995.  The  good  news:  At  least 
now,  there's  still  time  to  buy  and 
lit/  David  Gtrisint/  in  Atlanta, 
Eric  Schine  in  Los  Angeles,  Gur  u  Me 
Hams  in  Boston,  and  bureau  reports 
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ITEGIES I 


YOU  CAN'T  STAND  THE  HEAT, 
PGRADE  THE  KITCHEN 


overhaul  in  white  goods  has  GE's  Appliance  Div.  cleaning  up 


pa; 


A  TURNAROUND  AT 
APPLIANCE  PARK 


tl  very  year,  General  Electric  Co. 
I  turns  out  millions  of  washing  ma- 
I  chines,  refrigerators,  and  the  like 
Appliance  Park,  its  complex  outside 
isville.  This  year,  the  company  ex- 
ts  to  make  something  else  there, 
money.  For  the  first  time  in  four 
rs,  Appliance  Park  should  post  a 
it  in  1994. 

he  turnaround  at  the  sprawling  fac- 
s,  which  employ  almost  40%  of  GE's 
21  appliance  workers,  means  more 
just  a  few  extra  bucks  for  the  cor- 
ite  bottom  line. 
Iso  prompted  GE 
spring  to  commit 
$1  billion  over 
next  three  years 
ppliance  product 
^lopment  and 
tal  equipment, 
s  up  about  50% 
i  previous  levels, 
business  is  re- 
really  on  the 
e,"  gushes  J. 
ard  Stonesifer,  a 
veteran  of  35 
s  who  took  over 
appliance  unit 
years  ago.  "We 
a  leader  in  this 
stry,  and  we  in- 
to fortify  that 
ion  any  way  you 
at  it." 

3  hasn't  always 
so  gung  ho.  Its 
lers,  for  exam- 


To  make  the  overhaul  succeed,  the  union 
agreed  to  eliminate  piecework  and  al- 
lowed GE  to  broaden  job  definitions. 
Now,  workers  can  move  around  more 
freely  to  different  jobs  at  the  park. 

GE  also  cut  the  number  of  supervi- 
sors and  organized  most  of  the  work- 
ers into  teams,  which  have  a  greater 
say  in  operations.  In  the  past,  complaints 
about  poorly  made  materials,  more  often 
than  not,  went  nowhere.  Now,  workers 
can  gripe  directly  to  suppliers. 

To  make  better  use  of  its  brand 


including  GE— the  biggest  supplier  to 
homebuilders— were  hard-pressed  to 
meet  demand.  At  GE  Appliances,  oper- 
ating profits  before  charges  hit  their 
second-highest  level  ever,  rising  32%,  to 
$508  million.  And  Stonesifer  predicts  a 
further  double-digit  gain  this  year.  To 
drum  up  more  business,  GE  is  adding 
75  new  appliance  salespeople  to  its  cur- 
rent 400.  Advertising  is  up.  And  invest- 
ments in  design  will  support  the  compa- 
ny's new-product  plans. 
eastern  promise.  As  in  other  GE  busi- 
nesses, the  appliance  unit  is  also  trying 
to  expand  its  share  of  overseas  mar- 
kets—which now  account  for  some  30% 
of  the  unit's  $5.6  billion  in  sales.  In  In- 
dia, for  example,  GE  has  started  a  joint 
venture  with  Godrej  &  Boyce  Ltd.,  In- 
dia's biggest  appliance  maker.  Having 
just  returned  from  a  trip  to  China, 
Stonesifer  is  optimistic  about  GE's 
Southeast  Asian  prospects.  He  says:  "I 


UNIT  OPERATING 
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LOUISVILLE:  GE  IS  COMMITTING  MILLIONS  MORE  TO  R&D— AND  HIRING  AGAIN 


hadn't  had  a  major  design  upgrade 
ecades,  leaving  them  badly  out- 
ed.  In  fact,  in  February,  1993,  the 
>any  was  just  a  handshake  away 

closing  Appliance  Park's  washer  - 
ng  facility.  That's  when  Local  761  of 
International  Union  of  Electronic 
ters  agreed  to  a  43-point  program 
in  a  $70  million  GE  investment  to 
lop  a  new  machine.  The  "Save  the 

initiative  brought  major  gains  to 
uctivity,  helping  to  erase  most  of 
iance  Park's  1992  $47  million  oper- 
;  loss  last  year  (chart), 
rs  the  beef?  The  workers'  willing- 
to  make  changes  was  a  crucial  ele- 

in  GE's  decision  to  invest  the  mon- 

its  appliance  business  and  to  add 
■  700  employees  at  the  park— its 
major  hiring  in  more  than  a  decade. 


name,  GE  is  in  the  midst  of  a  new-prod- 
uct barrage.  Next  year,  it  will  introduce 
a  washing  machine  aimed  at  making  the 
company  something  more  than  an  also- 
ran  in  the  laundry  room.  Two  years  ago, 
GE  launched  its  Profile  line  of  appliances 
aimed  at  affluent  consumers:  The  prod- 
ucts feature  soft  handles  on  refrigera- 
tors, extra-large  ovens  in  ranges,  and 
fold-down  prongs  in  dishwashers.  Last 
year,  sales  of  the  Profile  line  reached 
almost  $500  million.  "I  think  GE  has  hit  a 
home  run  with  Profile,"  says  James  R. 
Copitzky,  vice-president  in  charge  of 
Sears,  Roebuck  &  Co.'s  home-appliance 
business. 

Of  course,  appliance  makers  generally 
scored  well  in  1993,  as  the  U.  S.  housing 
boom  lifted  shipments  of  many  products 
to  record  highs.  Many  manufacturers, 


think  our  position  there  is  equal  to  or 
better  than  any  of  our  traditional  U.  S. 
competitors." 

Still,  archrival  Whirlpool  Corp.  isn't 
standing  still.  Already  the  U.  S.  appli- 
ance leader,  Whirlpool  has  a  big  edge  in 
Europe  and  much  of  Latin  America  and 
is  plunging  into  Asia,  too.  On  Apr.  7, 
Whirlpool  announced  a  $100  million  in- 
vestment of  its  own  to  build  a  new 
range  plant  outside  Tulsa. 

That  isn't  the  main  concern  for  Ap- 
pliance Park  workers,  who  are  simply 
relieved  their  plant  is  still  up  and  run- 
ning. "Some  people  have  had  to  work  a 
little  harder,"  says  Local  761  President 
Norman  T.  Mitchell.  "But  I'd  rather 
work  a  little  harder  and  have  a  job." 

By  Zachary  Schiller  in  Louisville,  with 
Tim  Smart  in  New  Haven 
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AGRICULTURE  I 


FLOOD-WEARY  FARMERS 
RETURN  TO  THE  FIELDS 


Anticipating  a  good  harvest,  they're  buying  seed  and  grain  at  record  levels 


Gary  L.  Sandrock  could  only 
watch  in  horror  last  year  as 
drenching  rains  and  floods  sub- 
merged 500  acres  of  his  northern  Illi- 
nois farm.  Now  he's  finally  getting  his 
head  above  water.  He  spent  the  winter 
repairing  eroded  land,  digging  drainage 
ditches,  applying  extra  fertilizer,  and 
battling  seed  shortages.  He's  all  set  to 
plant— if  the  weather  cooperates. 

After  a  disastrous  1993,  Sandrock  and 
other  Midwest  farmers  are  gearing  up 
early  for  spring  planting— and  hoping 
for  a  bin-busting  crop.  The  stakes 
couldn't  be  higher:  With  little  grain  in 
storage,  there's  no  reserve  on  which  to 
fall  back.  Another  poor  harvest  would 
send  commodity  prices  soaring  and  fur- 
ther open  the  market  to  overseas  pro- 
ducers. Sandrock,  for  one,  isn't  worried: 
"If  I  wasn't  optimistic,  I  probably 
wouldn't  be  a  farmer,"  he  explains. 

There's  plenty  of  reason  to  expect  a 
good  harvest.  While  weather  took 
a  severe  toll  on  crops  last  year,  it 
did  less  permanent  soil  damage  than 
feared.  Of  the  M  million  farm  acres 
flooded,  more  than  90%  have  recov- 
ered, analysts  estimate.  Although  heavy 
rains  flooded  some  Midwest  areas  in 
April,  meteorologists  don't  expect  a  re- 
peat of  last  year's  deluge.  And  dry  win- 
ter weather  eliminated  standing  pools  of 
water  in  the  fields  of  Iowa,  Minnesota, 
Missouri,  and  other  key  growing  areas. 


Iowa  had  its  driest  March  ever,  enabling 
farmers  to  prepare  their  fields  early. 

That  head  start  is  just  what  farmers 
had  hoped  for.  They  intend  to  plant 
139.7  million  acres  of  com  and  soybeans, 
up  5%  from  last  year,  and  the  biggest 
acreage  in  nine  years,  according  to  a 
U.  S.  Agriculture  Dept.  survey. 

Why  the  bold  design?  Farmers  see 
dollar  signs  ahead.  They  know  corn 
stocks  stand  at  a  20-year  low  (chart), 
and  soybean  reserves  also  are  tight. 
Plus,  the  government  is  providing  a  big 
incentive  by  setting  its  Acreage  Reduc- 
tion Program  at  zero.  That  allows  farm- 
ers to  qualify  for  government  payments 


P 


NO  CORN 
CUSHION 


without  being  required  to  idle  la 

In  addition,  farmers  who  lost  moi 
are  anxious  to  recoup.  "Everytw 
wants  to  put  this  behind  them,"  s; 
Steve  H.  Swan  of  Dickens,  Iowa,  v 
figures  the  floods  have  set  back  his 
worth  by  five  years.  Yet  even  with  sc 
farmers  suffering  catastrophic  losses 
nances  overall  remain  strong.  Crop 
surance  and  federal  disaster  payme 
made  a  difference.  And  strong  bala 
sheets  helped  stave  off  farm  failu 
Moreover,  last  year's  rising  corn 
soybean  prices  gave  a  boost  to  farm 
outside  flooded  areas,  as  well  as  to  th 
who  sold  grain  stored  from  the  bount 
1992  harvest.  Cash  income  on  the  fi 
rose  to  a  record  $59  billion  last  year 

With  plenty  of  money,  and  a  crit 
year  ahead,  sales  of  necessities  h 
boomed.  Fertilizer  sales  are  up  as  m 
as  15%  this  spring  as  farmers  repl 
nutrients  leached  from  their  fields 
simply  get  a  jump  on  planting.  Sc 
70%  of  Illinois  farmers  are  work 
ahead  of  schedule,  notes  Joseph  P.  S 
van,  chairman  of  fertilizer  maker  Vig 
Corp.  "Farmers  are  really  chafing  at 
bit  to  get  out  in  the  field,"  he  says. 

They  also  are  scrambling  to  stock 
on  seed.  Since  seed  farms  in  the  1\ 
west  suffered  from  the  same  poor  co 
tions  as  other  growers,  top  hybrids 
in  short  supply.  That's  forcing  farmer: 
accept  second-choice,  lower-yielding 
They're  also  feeling  pressed  to  buy 
Pioneer  Hi-Bred  International  Inc. 
payments  for  seed  over  the  last 
months  are  running  22%  ahead  of 
year.  To  keep  up  with  demand,  Pioi 
is  leaning  heavily  on  South  Ameri 
suppliers,  who  will  produce  6%  to  7° 
its  seed  crop,  up  from  5%  last  year. 
export  drop.  Seed  isn't  the  only  c 
being  harvested  overseas.  Brazil, 
gentina,  and  South  Africa  had  excel' 
harvests.  And  China  is  exporting  gi 
and  soybeans  to  other  Asian  natii 
Russia,  once  among  the  biggest  bu) 
of  U.  S.  grain,  lacks  the  cash  and  cr 
to  make  purchases.  All  together,  exp 
of  U.  S.  wheat,  feed  grains,  and  oilsc- 
will  drop  about  15%  this  year,  the  Fe 
al  Reserve  Bank  of  Kansas  City 
mates.  The  decline  in  exports,  coui 
with  increased  foreign  competition, 
keep  commodity  prices  down. 

With  the  planting  started,  the  wc 
now  is  the  weather.  Records  going  l 
99  years  show  that  the  Midwest  has 
er  had  two  extremely  wet  springs 
row.  Despite  the  recent  cloudbur 
Sandrock  says:  "The  conditions  to 

are  not  like  last  year  at  all."  And  fi 
west  farmers  couldn't  lie  happie 
By  Greg  Burns  in  Chicago  it 
bureau  reports 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud. 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL. 


TNI 


©  199!  Libtny  Mutual  Insurance  Group/Boston 


THE  MARKETS  I 


DID  PROCTER  &  GAMBLE 
PLAY  WITH  FIRE? 


Its  swap  debacle  teaches  Corporate  America  a  lesson  about  derivatives 


isputes  between  bankers  and 
their  clients  are  hardly  new.  But 
the  finger-pointing  that  began  on 
Apr.  12  between  Bankers  Trust  New 
York  Corp.  and  Procter  &  Gamble  Co. 
has  sent  shivers  through  Corporate 
America. 

Roiled  markets  had  U.  S.  companies 
on  edge  well  before  the  P&c,  debacle— in 
which  the  consumer-products  giant  took 
a  $102  million  aftertax 
write-off  to  cover  the 
cost  of  two  swaps  rec- 
ommended by  Bankers 
Trust  that  went  sour. 
Their  worry:  That  the 
plethora  of  swaps,  caps, 
collars,  and  other  risky 
financial  exotica  they've 
taken  on  may  just  be 
too  risky— to  say  noth- 
ing of  too  hard  to  mon- 
itor. Experts  believe 
that  at  least  75%  of 
America's  largest  com- 
panies use  derivatives, 
and  many  have  only 
crude  systems  to  moni- 
tor exposure. 

Even  CFOs  who  con- 
tend they're  careful  ad- 
mit to  being  a  bit  ner- 
vous. Stephen  R.  Har- 
dis,  Eaton  Corp.'s  finan- 
cial chief,  says  P&G's 
meltdown  is  "probably 
more  an  isolated  in- 
stance than  an  indica- 
tion of  widespread  ex- 
posure." But,  he  admits, 
"you  can't  guard  against 
it  completely." 

One  reason:  Some  corporations  moni- 
tor their  positions  only  weekly  or  month- 
ly. Others  have  only  a  few  managers 
check  their  companies'  positions  and  au- 
thorize transactions.  And  some  have 
only  a  limited  understanding  of  how 
their  derivatives  contracts  work.  "You've 
had  a  group  of  MBA-trained  people 
who've  become  quite  familiar  with  some 
very  interesting  instruments,"  says  Jo- 
seph R  Sullivan,  chairman  of  Chicago- 
based  Vigoro  Corp.  "But  to  embark  a 
company  on  a  slippery  slope  when  other 
people  don't  understand  it  is  a  serious 
business  policy  blunder." 


Now,  some  members  of  Congress  are 
worried  about  the  issue,  too.  Represen- 
tative Jim  Leach  (R-Iowal  has  proposed 
creating  a  commission  that  would  study 
derivatives.  And  House  Banking  Com- 
mittee Chairman  Henry  B.  Gonzalez  (D- 
Tex.)  introduced  legislation  on  Apr.  12 
calling  for  new  disclosure  rules  for 
banks.  He  also  wants  an  international 
commission  to  study  derivatives. 


P&G's  Artzt  says  the  swaps  were  "inconsistent  with 
the  company's  policy."  Bankers  Trust  says  P&G  was 
forewarned  about  the  riskiness  of  leveraged  derivatives 

P&G  and  Bankers  Trust  have  a  way  to 
go  before  their  row  is  settled.  But  P&G 
was  clearly  stunned  by  the  magnitude  of 
its  loss— and  the  speed  with  which  it 
hit.  P&G  Chairman  and  CEO  Edwin  L. 
Artzt  said  in  a  statement  that  the  prob- 
lem swaps  were  "inconsistent  with  the 
company's  policy"  on  derivatives  and 
that  P&G  is  "considering  our  legal  op- 
tions relative  to  Bankers  Trust." 

Bankers  Trust  issued  its  own  state- 
ment, saying  that  as  market  rates 
moved  it  recommended  to  P&G  that  it 
unwind  the  transactions.  But  the  trans- 
actions involved  so-called  leveraged  de- 


rivatives, whose  values  fluctuate  r 
than  the  indexes  or  rates  that  serv 
benchmarks  for  their  pricing.  It's 
clear  that  P&G  understood  just 
quickly  these  contracts  could  bee: 
problems. 

That's  why,  some  bankers  say,  : 
swaps  are  just  too  risky.  "We've  m 
done  a  leveraged  deal,  we've  never  ; 
any  requirement  for  a  leveraged  < 
and  we  don't  offer  that  service," 
Steven  W.  Kohlhagen,  senior  vice-p 
dent  for  derivatives  at  First  Union  C 
in  Charlotte,  N.  C. 

Other  companies  have  fallen  vi 
to  P&G-style  woes.  On  Mar.  4,  Cinci 
ti-basod  <  libson  <  Ireetings  Inc.  report 
$3  million  loss  from  derivatives 
Marion  Merrell  Dow  Inc.  filed  a  sui 
Apr.  12  against  Askin  Capital  Man 
ment.  Dashstar  G 
and  financier  Davi 
Askin,  charging 
Askin  and  his  con 
nies  speculated  on  ii 
est  rates  with  the  ft 
mmd  invested  th 
MMD  says  it  will  ta 
hit  to  earnings  o 
much  as  $14  million 
UPS  AND  DOWNS 

ers  of  ordinary  in 
est-rate  swaps 
probably  less  vul 
able  to  large  unexp 
ed  losses.  Such  fii 
cial  instruments 
inherently  less  ri 
than  leveraged  der 
tives.  At  cit  Gr< 
cfo  Joseph  J.  Cai 
says  he  uses  sw 
only  to  change  how 
company  might  be 
fected  by  the  ups 
downs  of  interest  r; 
or  currencies 
checks  its  swap  va 
only  monthly,  he  s 
But  the  swaps  are  \ 
as  a  hedge,  so  he 
lieves  that's  adequ 
A  capital  committee  including  the  4 
man,  Carroll,  and  other  execut 
keeps  tabs  on  CIT's  positions. 

Ashland  Oil  CFO  Marvin  Quin  say: 
hasn't  gotten  any  nervous  calls  fromi 
management  in  the  wake  of  p&g's 
vails.  He  sticks  to  less  risky— and 
leveraged— "plain  vanilla"  swaps 
have  communicated  what  we're  doi 
top  management,  Quin  says.  These  d 
any  CFO  who  does  less  is  taking 
time  risks. 

By  Kclley  Holland  in  New  York, 
Zachary  Schiller  in  Cleveland  and  buit 
reports 


38  BUSINESS  WEEK/ APRIL  25.  1994 


The  new  HP  DeskJet  printers  let  you 


show  off. 


MHRHET  SHARE  BV  REGION 


Black  &  white  and  color. 
Starting  at  under 


$. 


'485: 


It's  hard  to  be  modest  when  you  have 
one  of  the  new  Desk-Jet  printers  from 
Hewlett-Packard.  That's  because  the 
HP  DeskJets  now  print  600  x  300 
dots  per  inch  and  use  Resolution 
Enhancement  technology  for  even 
clearer,  sharper  black  &  white  print- 
ing. For  better  looking  color,  the 
DeskJet  560C  has  a  new  technology 
called  ColorSmart.  By  automatically 
adjusting  the  printer  settings  for 
you,  ColorSmart  makes  printing 
impressive  colors  easier  than  ever. 
A  ColorSmart  upgrade  disk  is  also 
included  with  the  HP  DeskJet  500C. 

So  if  you  want  your  documents  to 
look  as  good  as  the  output  sample 
shown  here,  get  a  new  HP  DeskJet 
printer  and  start  printing  thingsyou 
can  really  be  proud  of.  Look  in  your 
local  Yellow  Pages  for  the  name  of  the 
HP  aut  horized  dealer  nearest  you.1 


DeskJet  Printers 
Make  it  happen. 


HEWLETT 
PACKARD 
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ANNUAL  REPORTS 


YOU  WERE  EXPECTING 
MAYBE  JOHN  GRISHAM? 


Few  '93  annual  reports  are  page-turners.  Just  hope  they  get  the  facts  right 


Ah,  spring.  The  sap  is  rising. 
Time  for  romance.  Baseball.  And 
12,114  corporate  annual  reports. 
That's  right,  more  than  12,000  docu- 
ments. As  investors  sift  through  that 
mountain  of  glossy  pictures,  gimmicky 
designs,  and  turgid  prose,  they'll  find 
that,  as  in  the  past,  this  year's  crop  is 
hardly  bedtime  reading.  They'll  also  re- 
discover a  fundamental  truth  of  annual 
reports:  All  too  often,  the  medium 
masks  the  message. 

Take  H.  J.  Heinz  Co.  Its  report  has  an 
attractive  cover,  and  Chief  Executive 
Anthony  J.  F.  O'Reilly 
pens  a  pretty  mean 
shareholder  statement. 
Too  bad  it's  a  little  thin 
on  facts.  Sure,  sales  in- 
creased 7.9%  in  1993,  to 
$7.10  billion.  But  you'll 
have  to  dig  through  the 
book's  nether  regions  to 
learn  that  the  net  income 
of  $396  million  is  its  low- 
est in  five  years. 

Good  luck  finding  the 
numbers  at  all  in  the  an- 
nual report  of  office-fur- 
niture concern  Herman 
Miller  Inc.  The  company 
crammed  copies  of  real 
correspondence— replete 
with  yellow  Post-Its  and 
envelopes  with  canceled 
stamps— into  something 
that  looks  like  an  art  stu- 
dent's notebook.  Ac 
tual  customers  sin* 
the  company's  prais- 
es in  some  of  the 
worst  corpspeak 
imaginable.  One 
example:  "Herman 
Miller's  pro-active 
approach  to  cus- 
tomer satisfaction 
reconfirms  Com- 
ing's earlier  wis- 
dom in  specify- 
ing Herman 
Miller  furniture. 
The     truth— that 
profits  are  less  than  half 
of  what  they  were  in 
1990-is  hidden  in  the  last 
third  of  the  book. 


And  what  about  Walt  Disney  Co.?  "A 
Mickey  Mouse  approach,"  growls  Sid 
Cato,  whose  eponymous  newsletter 
tracks  annual  reports,  good  and  bad. 
CEO  Michael  D.  Eisner  won  acclaim  in 
this  space  last  year  for  his  canny  de- 
fense of  executive  stock  options.  He's 
back— with  a  gushing  ode  to  Mickey 
Mouse.  That  and  a  cover  full  of  Disney 
characters  doesn't  justify  skipping  over 
a  63%  earnings  falloff. 

Far  better,  in  the  end,  to  take  the 
high  road  with  no-nonsense  messages, 
as  did  the  new  CEOs  of  several  limping 


NIKE:  A  SHAREHOLDER  STATEMENT 
PRINTED  IN  FIVE  LANGUAGES — 
TO  ACCENT  GLOBAL  THINKING 


HEINZ:  NICE  VISUALS,  PLEASANT 
PROSE— AND  THE  INCOME  DROP 
IS  BURIED  WAY  IN  THE  BACK 
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ORACLE:  IF  YOU  GOTTA  HAVE  A 
GIMMICK,  MAKE  IT  A  GOOD  ONE 
—SUCH  AS  THIS  COMPANY'S 
ANNUAL  REPORT  ON  A  DISK 


HERMAN  MILLER:  LOTS  OF  FAN 
MAIL  FROM  CUSTOMERS-TO 
MASK  DEPRESSING  NUMBERS 


companies.  In  his  just-the-facts  rep 
CEO  Louis  V.  Gerstner  Jr.  of  IBM  ( 
just  that:  "1993  was  the  worst  [yeai 
IBM's  history . . .  IBM  failed  to  keep  i 
with  significant  changes  in  the  in 
try. . . .  We  have  been  too  bureauc 
ic. .  . ."  Alarmingly  honest— but  tl 
that's  the  point.  "The  candid  tone 
something  we  all  thought  necesss 
says  a  spokeswoman.  Troubled  W 
inghouse  Electric  Corp.,  with  new 
Michael  H.  Jordan,  asks  on  the  ausi 
cover  of  its  1993  report:  "How  will 
achieve  success?" 
humble  pie.  Not  something  Chry 
Corp.  had  to  ask  itself  in  1993.  V 
record  sales  of  $43. 6  billion,  the 
maker  had  every  right  to  gloat  in 
report.  Instead,  it  put  a  little  green  > 
on  the  outside  cover  and  a  lot  of  hui 
pie  inside.  "One  of  the  biggest  challei 
we've  had  recently  at  Chrysler  is 
believing  all  the  good  things  people  r 
been  saying  about  us,"  says  CEO  Ro 
J.  Eaton.  His  messag 
employees?  Don't 
now. 

Gerry  Levin  hat 
message,  too:  Time  W 
er  is  still  my  comp 
The  1993  annual  rej 
features  no  fewer  t 
four  power  shots  of 
CEO  and  chairman, 
two  (two!)  letters 
shareholders.  Sublim 
messages,  anyone? 

But  there's  sometl 
to  be  said  for  the  ov 
too.  Philip  H.  Knight, 
of  Nike  Inc.,  sends 
chatty  shareholder  st 
ment  out  in  five 
guages  (English,  Span 
French,  German, 
Japanese)  under  one 
er.  The  message: 
has  gone  global. 

Then,  there's  gimm 
ry  for  gimmickry's  Si 
Marvel  Entertainn 
Group  put  its  repon 
comic-book  form.  Wot 
ine  World  Wide  Inc., 
Rockford  (Mich.)  make 
Hush     Puppies  sh 
slapped  a  thin,  butt 
leather  cover  on  its  17 
annual    reports  at 
apiece.  And  Oracle  G 
published  its  numbers) 
a  splashy  compact  dk 
Good  bedtime  computi 
to  be  sure. 

By  Julie  Tilsner,  i9 
Lori  Bongiorno  in  J* 
York  and  bureau  repot 
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We  Rit  OiuPassengers  In 
The  Drivers  Seat. 

Most  luxury  cars  give  the  driver  a  sophis- 
ticated seat  that  adjusts  to  the  body  for 
maximum  comfort  and  support.  Passenger 
comfort,  however,  tends  to  take  a  back  seat. 
Not  so  in  the  Lexus  LS  400. 
Its  front  passengers  seat  is  built  around 
the  form  of  the  human  body,  just  like  the 
drivers  seat.  It  has  five  motors  to  adjust  ten 
different  ways,  just  like  the  drivers  seat.  It 
even  offers  adjustable  lumbar  support,  just 


like  the  drivers  seat.  In  fact,  the  front  passen- 
ger's seat  of  the  LS  400  is  -  you  guessed  it  - 
just  like  the  drivers  seat.  Except  that  it's  on  the 
right-hand  side  of  the  car. 

To  accommodate  your  friends  more, 
you'd  have  to  give  them  the  wheel.  But  you  don't 
want  them  to  have  all  the  fun.  do  you? 

© 

LEXUS 

The  Relentless  Pursuit  Of  Perfection. 


©1993  Lexus.  A  Division  Of  Toyota  Motor  Sales.  I  '.S.A..  Inc.  Lexus  reminds  >,.«  to  near  seal  belts  anil  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USA-LEXVS). 


EDITED  BY  THANE  PETERSON 


HEINZ  COULD  LASSO 
A  CHUNK  OF  BORDEN 


Finally,  an  asset  sale  at 
troubled  Borden— but  not 
the  one  everyone  expected. 
When  Borden  said  in  January 
it  would  sell  off  assets  to 
raise  cash  and  stem  its  loss- 
es, many  investors  were  hop- 
ing its  money-losing  snack  di- 
vision, with  1993  revenues  of 
$750  million,  would  be  the 
first  to  go.  So  far,  the  com- 
pany hasn't  had  much  luck  in 
finding  a  buyer  for  that  op- 
eration. But  Pittsburgh's  H.  J. 
Heinz  confirms  it  is  in  talks 
to  buy  Borden's  lackluster 
food-service  operation.  Pru- 
dential Securities  food  ana- 
lyst John  M.  McMillin  ex- 
pects the  unit,  which  had 


CLOSING  BELL 


CATERPILLAR'S  CLOSING 
STOCK  PRICE 


APR. 12 


JAN.  3,  '94 
▲  DOLLARS 

CAT  ON  A  CLIMB 

Buoyed  by  the  surging  economy, 
capital-goods  makers  have  had  a 
(relatively)  easy  ride  on  Wall 
Street  lately.  But  Caterpillar  may 
take  the  cake.  Although  the  stock 
has  backed  off  a  bit  because  of 
the  market's  turmoil,  the  construc- 
tion equipment  maker's  share  still 
is  up  28%  since  Jan.  3.  Investors 
like  Caterpillar's  soaring  U.S. 
orders.  And  Cat  seems  largely  to 
have  vanquished  Japanese  com- 
petitor Komatsu,  which  once  had 
looked  to  have  its  U.S.  rival  on  the 
ropes.  That  means  Cat,  which 
earned  $681  million  last  year  on 
sales  of  $  1 1.6  billion,  could  really 
clean  up  once  the  European  eco- 
nomy rebounds.  Among  fans:  Ma- 
gellan Fund's  Jeff  Vinik,  who  has 
been  lauding  the  stock. 

DATA.  BRIDGE  INFORMATION  SYSTEMS  INC. 


1993  revenues  of  about  $270 
million,  to  raise  about  $120 
million.  Borden's  shares, 
which  are  hovering  near  a  10- 
year  low  of  13,  barely  budged 
on  the  news. 


HOW  A  BUYOUT  WILL 
CUT  UNITED'S  COSTS 


The  employee  buyout  of 
United  Airlines  will  slash 
labor  costs— but  not  by  as 
much  as  originally  thought. 
The  carrier's  unit  labor  costs 
will  be  cut  by  11%,  according 
to  a  proxy  statement  released 
on  Apr.  13,  compared  with 
the  15%  figured  by  most  ob- 
servers when  the  $4.9  billion 
deal  first  was  announced  last 
December.  Even  so,  that  will 
be  enough  to  give  United  an 
additional  7%  cost  advantage 
over  other  major  airlines,  the 
proxy  says.  Shareholders  are 
expected  to  vote  on  the  buy- 
out in  late  June,  after  the  Se- 
curities &  Exchange  Com- 
mission approves  the  proxy. 


THE  RUMBLINGS 
OF  A  PHONE  WAR 


The  battle  is  heating  up  be- 
tween AT&T  and  its  off- 
spring. The  latest  skirmish  is 
in  Illinois,  where  AT&T  filed 
the  first  of  what  it  says  will 
be  several  state  proposals 
outlining  the  conditions  it 
feels  are  necessary  if  local 
phone  service  is  to  be  com- 
petitive. AT&T  isn't  proposing 
to  compete  in  local  service 
yet,  but  the  filings  are  seen 
as  a  prelude  to  such  a  move. 
The  Baby  Bells  have  counter 
moves  planned.  Ameritech, 
whose  territory  includes  Illi- 
nois, has  filed  a  similar  plan 
for  local  competition— in  re- 
turn for  which  it  wants  the 
right  to  compete  with  AT&T 
and  others  in  long  distance. 


FROM  THE  FED 
TO  BEAR  STEARNS 


ear  Stearns  has  a  thing 
about  hiring  provocative 


B 

economists.  To  replace  ousted 


HEADLINE R 


THE  FED  GAINS  'A  GOOD  KEYNESIAN' 


White  House  sources  say 
President  Clinton  is  fi- 
nally ready  to  name  White 
House  economist  Alan  S.  Blin- 
der as  vice-chairman  of  the 
Federal  Reserve  Board,  re- 
placing David  W. 
Mullins  Jr.,  who 
left  in  February. 

What  kind  of 
economist  is  the 
Fed  getting? 
As  the  first 
Democratic  ap- 
pointee to  the 
seven-member 
board  since  1980, 
the  former  Princeton 
University  professor  will 
stand  out  as  an  inflation  dove 
amid  anti-inflation  hawks.  A 
BUSINESS  WEEK  columnist  for 
seven  years  until  he  became  a 
member  of  the  Council  of  Eco- 
nomic Advisers  in  1993,  Blin- 
der has  described  himself  as 


"a  good  Keynesian" 
wants  to  use  monetary 
fiscal  policy  to  stimul 
growth  without  overly  v 
rying  about  inflation. 
Privately,  Blinder  has  qi 
tioned  whether  an 
flation-phobic  i 
has  hiked  n 
too  quickly.  E 
der  may  j 
an  ally  for 
position  la 
this  year,  w. 
Clinton  expt 
to  fill  the  : 
opened  by  the 
parture  of  Wayne 
Angell. 

Until  then,  Blinder  has 
big    advantage  over 
hawks.  An  avid  tennis  pla; 
he  may  get  the  chance 
bend  Chairman  Alan  Gre 
span's  ear  on  the  courts 
By  Owen  Ullrru 


chief  economist  Lawrence  A. 
Kudlow,  who  left  under  a 
cloud  tlii>  winter,  the  invest- 
ment firm  has  hired  former 
Federal  Reserve  Governor 
Wayne  D.  Angell,  63,  a  con- 
trarian  thinker  who  wants  the 
Fed  to  pursue  zero  inflation 
by  targeting  the  price  of  gold. 
Angell  says  his  philosophy  on 
competing  in  the  marketplace 
of  ideas  is  that  "anything  al- 
ready in  the  market  is  worth- 
less. You  must  provide  value- 
added."  The  approach  seems 
to  be  a  winner.  Some  500 
clients  vied  for  just  280  phone 
lines  available  for  a  Bear 
Stearns  conference  call  on 
Apr.  14,  to  hear  Angell  air 
his  views. 


A  CONSTRUCTION 
KING'  ABDICATES 


German  real  estate  devel- 
oper Jiirgen  Schneider 
has  apparently  skipped  town, 
leaving  behind  debts  as  high 
as  an  estimated  $4.8  billion 
and  zapping  share  prices  of 
major  creditors.  Worried  that 


they  may  have  made  m< 
gage  loans  on  inflated  col 
eral  prices,  his  bankers, 
eluding  giant  Deutsche  Ba 
planned  to  meet  on  Apr. 
to  sort  out  Schneider's 
nances.  Meanwhile,  irate, 
paid  subcontractors  loaded 
trucks  with  materials  fr 
building  sites.  Aside  from 
tentially  hitting  their  bala 
sheets,  creditors  fret  that 
disappearance  of  Germar 
"Construction  King,"  as  ht 
known,  could  give  the  G 
man  real  estate  marke' 
whack. 


ET  CETERA. 


►  Kyle  Craig,  KFC's  chiei 
U.  S.  operations,  defects 
Boston  Chicken. 

►  Senator  George  Mitel 
withdraws  from  the  Suprf 
Court  derby. 

►  Daimler  Benz  announce 
$1  billion  loss,  its  bigg 
since  World  War  II. 

►  Cigarette  makers  agreec 
release  the  list  of  ingredie 
in  their  products. 
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"NationsBank  is  the  ideal  relationship  bank,  with  abilities  that  extend far 
beyond  financings.  They  are  strong  in  the  derivatives  market,  and  with  the 
expertise  of  Chicago  Research  and  Trading,  they  are  on  the  leading  edge. " 

Rocco  B.  Commisso 

EVP,  Chief  Financial  Officer 

Cablevision  Industries 

Five-year  Interest  Rate  Swap 


Why  NationsBank  Is  One  Of 
Corporate  America's  Principal  Sources 
For  Derivative  Products. 


"NationsBank  is  there  when  we  need  them.  Wliether  that 
need  is  financing,  derivative  advice  or  execution,  or financial 
counseling,  we  rely  on  NationsBank  to  give  us  timely  and 
superior  service. " 

Bussey  C.  Bonner,  Jr. 
Chief  Executive  Officer 
Coca-Cola  Bottling  Co.  West,  Inc. 

Series  of  Two-  to  Five-year  Interest  Rate  Swaps 

"We  had  an  interest  rate  exposure  problem  that  required  an 
innovative  solution.  NationsBank  quickly  tailored  an  average  rate 
cap  to  meet  our  specific  needs  on  a  cost-effective  basis.  NationsBank 
is  now  our first  choice  for  derivative  products. " 

C.  Robert  Fielder 

Vice  President  and  Treasurer 

Halliburton  Companies 

Amortizing  Delayed  Start  Interest  Rate  Cap 

"NationsBank  provides  creative  solutions  tailored  to  our 
financial  needs.  They  have  capable  people  whose  knowledge 
of  the  market  helped  us  execute  our financing." 

Irwin  Engelman 

EVP,  Chief  Financial  Officer 

MacAndrews  and  Forbes  Holdings  Inc. 

Secured  Interest  Rate  Swap  Facility 

NationsBank  -  a  trusted  financial  advisor  to  successful  corporations.  Our  people  understand  the 
unique  financial  and  operating  strategies  of  our  clients  and  deliver  mjm  I* 
vah  i!  '-a<  l<  led  solutions  to  assist  them  in  meetii  ig  their  objei  1  ives.  mm  d  HOII S  Dd  If  K 
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PENTAGON  PROCUREMENT: 

NOW  CONGRESS  IS  THE  SPENDTHRIFT 


efense  Secretary  William  J.  Perry  came  to  the  Penta- 
gon last  year  with  a  straightforward  mission.  He  want- 
ed to  clean  up  a  purchasing  mess  that  defense  ex- 
perts say  causes  up  to  40c  of  every  acquisition  dollar  to  be 
spent  on  paperwork.  But  despite  strong  business  support, 
Perry's  reforms  are  hitting  stiff  opposition  on  Capitol  Hill. 
While  Congress  will  likely  pass  a  procurement  overhaul  this 
year,  it  will  be  a  pale  shadow  of  what  Perry  hoped  for.  "I'm 
trying  to  maintain  my  optimism,"  says  a  senior  Pentagon  offi- 
cial. "But  each  week  we  see  more  evidence  of  the  bill  being 
watered  down  a  little  further." 

Perry  feels  that  the  Pentagon  must  find 
more  efficient  ways  to  buy  things.  Post- 
cold-war  spending  reductions  have  elimi- 
nated nearly  a  third  of  the  Pentagon  pro- 
curement budget  in  just  two  years. 
Because  industry  consolidation  is  elimi- 
nating many  vendors,  Perry  w-ants  to 
reach  out  to  commercial  suppliers.  But 
the  Pentagon's  arcane  rules  make  it  a 
costly  hassle  for  them  to  bid. 

And  Congress  still  likes  to  use  defense 
spending  to  accomplish  social  and  political 
goals.  Over  the  years,  unions,  minorities, 
and  small-business  interests  have  won  pro- 
visions—such as  Buy  American  rules  and  minority  set-asides— 
that  lawmakers  regard  as  worthy  even  though  they  drive 
up  costs.  In  an  effort  to  eliminate  fraud,  Congress  has  saddled 
contractors  with  expensive  safeguards,  including  complex  ac- 
counting and  record-keeping  requirements. 
E-MAIL.  Perry,  who  began  his  reform  drive  as  Deputy  Secre- 
tary and  has  pressed  forward  since  his  promotion,  can  accom- 
plish some  of  his  goals  on  his  own.  To  ease  the  process  of  in- 
dustry consolidation.  Perry  on  Apr.  11  announced  a  pact  with 
the  Justice  Dept.,  which  will  now  consult  with  the  Pentagon 
before  acting  on  proposed  defense  mergers.  And  he  is  telling 
program  managers  to  try  to  buy  off-the-shelf  products  rather 


than  costlier  equipment  designed  to  detailed  military  spe 
cations.  For  example,  special  "milspec"  computer  chips  can  ( 
10  times  as  much  as  similar  commercial  versions.  Last  y< 
the  Air  Force  cut  the  cost  of  global  positioning  system  reo 
ers  by  30%  by  dropping  "milspec"  requirements. 

Much  of  the  plan  needs  legislative  approval,  however.  I 
percolating  in  Congress  would  drop  special  auditing  requ. 
ments  for  purchases  under  S  100,000,  junk  some  provisi 
that  inhibit  purchase  of  commercial  products,  and  mandate 
of  electronic  bulletin  boards  to  advertise  contracts.  The 
"provides  an  opportunity  for  dram 
streamlining,"  says  Senator  Jeff  Bin 
man  (D-N.  M.),  head  of  the  Armed  Ser 
es  acquisition  subcommittee. 

But  lawmakers  are  unwilling  to  give 
ther  defense  contractors  or  procurem 
officials  a  much  longer  leash.  In  the  c( 
mercial  world,  a  deal  is  done  when  bu, 
and  seller  agree  on  a  price,  the  goods 
shipped,  and  the  bill  is  paid.  But  the  pe 
ing  measure  w-ould  give  the  governm 
the  right  to  audit  a  supplier's  pricing  d 
for  up  to  three  years  after  a  contract 
awarded  and  demand  a  price  reductioi 
the  information  proves  inaccurate.  1 
risk  of  endless  renegotiation— and  the  danger  posed  by  the  f 
that  many  violations  of  procurement  rules  can  result  in  cri 
nal  prosecution— may  well  frustrate  Perry's  goal  of  recruit 
new  vendors.  For  example,  Motorola  Inc.'s  commercial  divisi 
will  not  seek  Pentagon  work.  Unless  the  rules  change,  s: 
Senior  Counsel  James  H.  Goldstein,  "we  don't  see  how  the 
get  more  commercial  companies  to  deal  with  the  governmei 
Half  a  loaf  is  all  lawmakers  will  offer.  If  this  year's  efforts 
short,  "Congress  won't  have  the  stomach  to  do  it  again,"  s 
Alan  L.  Chvotkin,  government  relations  director  at  Sundstn 
Corp.  And  contractors  and  taxpayers  will  be  the  losers. 

By  Amy  Borrus  with  John  Ca. 


CAPITAL  WRAPUP I 


THE  SENATE 


Two  unrelated  developments  in  the 
West  have  boosted  Democratic 
chances  of  retaining  control  of  the  Sen- 
ate next  fall.  Richard  Fisher's  defeat 
of  favorite  Jim  Mattox  in  a  Texas  pri- 
mary runoff  gives  the  Democrats  a 
shot  at  unseating  Republican  Kay  Bai- 
ley Hutchison.  And  Wyoming  Governor 
Michael  J.  Sullivan's  decision  to  run 
for  the  Senate  means  the  Democrats 
could  pick  up  the  seat  of  retiring  Re- 
publican Malcolm  Wallop.  Recent  polls 
show  Fisher  trailing  first-termer  Hutch- 
ison by  just  nine  points  in  trial  heats. 
Texas  political  analysts  say  that  Mattox' 
relentless  attacks  on  Fisher,  a  one-time 


adviser  to  Ross  Perot,  as  too  conserva- 
tive have  increased  his  appeal  to  Re- 
publicans and  independents.  The  highly 
popular  Sullivan,  who  reluctantly 
agreed  to  run  after  a  fervent  court- 
ship by  national  party  officials,  will  face 
Wyoming's  at-large  GOP  congressman, 
Craig  Thomas,  in  November. 

BANKING  

The  Clinton  Administration's  sweep- 
ing reform  of  banking  regulation 
may  be  on  its  way  to  becoming  the 
Whitewater  affair's  latest  victim.  Leg- 
islation consolidating  the  oversight 
functions  of  four  federal  agencies  into 
a  new  independent  super-regulator 
was  always  a  long  shot.  But  GOP  alle- 


gations that  the  Aministration  ma 
have  tried  to  influence  an  investigatic 
into  the  failure  of  Arkansas'  Madisc 
Guaranty  Savings  &  Loan  have  fu 
ther  cooled  Congress'  willingness  1 
give  Treasury  more  power  over  bank 
As  if  that  weren't  enough,  disputt 
over  Whitewater  hearings  have  fraye 
relations  between  House  Banking  Con 
mittee  Chairman  Henry  B.  Gonzait 
(D-Tex.  l  and  ranking  GOP  member  Jii 
Leach  (D-Iowa),  reducing  the  chan« 
for  any  bipartisan  agreement.  If  regi 
latory  reform  dies  on  Capitol  Hill,  tk 
big  winner  would  be  the  Federal  Ri 
serve  Board,  which  has  lobbied  har 
to  retain  its  authority  over  bank  hol( 
ing  companies. 
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ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST  148 
YEARS.  ITS  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON  WHOLE 
LIFE  POLICIES  CONTINUOUSLY  THROUGH  I  VERY  STOCK 
MARKET  CRASH,  DEPRESSION,  AND  RECESSION.  IT  ALSO  GAVE  |£{[|Jj 
US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE  TRAP  DURING  THE 
MONEY-MAD  EIGHTIES.  THROUGH  CONSERVATIVE  JUDGMENT  AND 
QUALITY  INVESTING.  OUR  CLIENTS  HAVE  f?f|v  CONTINUED  TO  PROSPER  AT 
A  TIME  WHEN  MANY  OTHERS  HAVEN'T.  TO  FIND  OUT  MORE,  CALL 

US  AT  1-800-695-4331.  BECAUSE  WHEN  -Siiph  IT  COMES  TO  INVESTING, 

THAT'S  NEW  YORK  LIFE. 
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JAPAN  I 


JAPAN:  WHO'S 
IN  CHARGE? 


IT'S  THE  BUREAUCRATS— AS  HOSOKAWA  LEARNED 


The  irony  is  palpable.  Upstart  Mori- 
hiro  Hosokawa  rode  into  Tokyo's 
political  district  of  Nagatacho  last 
August  as  the  champion  of  reform,  clean 
politics,  and  consumers.  Japan,  many 
hopeful  observers  declared,  was  on  the 
brink  of  radical  change.  President  Bill 
Clinton  welcomed  Hosokawa  as  a  new- 
style  Prime  Minister  from  whom  the 
U.  S.  could  finally  expect  results.  The 
President  counted  on  Hosokawa  to 
"break"  the  bureaucrats  who  abet 
Japan's  closed  markets  and  to  start  re- 
making Japan's  economy  into  something 
more  like  America's. 

But  on  Apr.  8,  Hosokawa  resigned  in 
disgrace  for  several  improprieties.  Af- 
ter eight  months  of  fragile  coalition  gov- 
ernment, Japanese  politics  are  more 
internecine  and  factionalized  than  ever. 
Bureaucrats  remain  unbowed,  and  in  fact 
are  increasingly  open  in  asserting  that 
they  are  the  ones  who  govern.  Japan's 
trade  surplus  is  growing.  And  Clinton 
is  staring  into  a  morass,  muttering  about 
the  need  to  tone  down  Washington's 
tough  talk.  So  much  for  16  months  of 
efforts  to  reduce  Japan's  trade  surplus. 
DESPERATE.  If  this  seems  like  dejd  vu  in 
Technicolor,  you're  right.  For  at  least  20 
years,  U.  S.  Administrations  have  been 
getting  things  wrong  with  Japan.  Cling- 
ing to  the  supposed  super- 
iority of  Western-style  capi- 
talism, they  have  assumed 
Japan's  system  must  behave 
the  same,  or  at  least  would 
do  so  more  and  more. 

Greeted  with  signs  of  re- 
form in  Japan,  some  of 
which  are  genuine,  the  Clin- 
ton Administration  leaped 
to  unrealistic  conclusions. 
But  "reform"  in  Japan 
means  something  much 
more  deliberate  and  halting 
than  what  U.S.  politicians 
imagine.  "For  the  past  year, 
the  American  [policymakers] 
have  been  desperately  kid- 
ding themselves  that  the 


Will  the  U.S. 
ever  stop 
kidding  itself 
that  Prime 
Ministers  have 
the  power 
to  force  through 
change? 


Japanese  would  solve  the  Ja- 
pan problem  for  them,  that 
Hosokawa  would  do  it  because 
he  was  a  reformer,"  says  Chalmers 
A.  Johnson,  professor  emeritus  at  the 
University  of  California  at  San  Diego. 

None  of  this  is  to  say  that  Hoso- 
kawa's  term  as  Prime  Minister  hasn't 
helped  move  Japan  incrementally  toward 
a  more  open  and  responsive  political  sys- 
tem. He  took  office  espousing  essentially 
just  one  issue— political  reform.  And  in 
contrast  to  the  vain  efforts  of  his 
two  immediate  predecessors,  he  won 
passage  of  a  bill  in  January  that  will 
dramatically  redraw  Japan's  electoral 
districts.  By  next  year,  this  could  em- 
power urban  voters  at  the  expense  of 
hidebound  agricultural  interests.  It 
could  also  produce  stronger  parties  and 
less  corrupt  politicians,  reformers  say. 

That's  because,  unlike  today's  multi- 
member districts,  each  constituency  will 
elect  just  one  representative.  That  should 
end  races  between  members  of  the  same 
party,  which  bred  Japan's  notorious 
"money  politics."  The  country's  strongest 
politician,  Ichiro  Ozawa,  among  others, 
believes  the  new  system  will  create  two 
strong,  conservative  parties  with  di- 
vergent policies. 

Hosokawa  also  showed  Japanese  peo- 
ple that  a  political  leader 
can  be  articulate  and  imagi- 
native, qualities  conspicuous- 
ly lacking  among  most  of  his 
forerunners.  Voters  could 
become  more  discriminating 
as  a  result.  And  Hosokawa 
effectively  communicated  the 
vision  of  a  less-regulated  so- 
ciety where  bureaucrats 
would  know  their  place.  He 
thus  has  healthily  raised  ex- 
pectations among  many  Jap- 
anese and  set  in  motion  a 
deregulatory  process  that 
will  unfold  much  more  slow- 
ly than  advertised  but 
shouldn't  be  dismissed  as 
worthless.  Airfares  have  al- 


£  Hor 


ready  been  cut  and  restrictions  on  b 
brewing  eased.  Hosokawa  also  agre 
to  gradually  open  Japan's  rice  marke  b 

Although  he  represented  "chang 
Hosokawa  was  stymied  by  bureaum 
intransigence,  political  fractiousness, 
innate  Japanese  conservatism.  App< 
ing  as  change  may  seem  to  many  Ja 
nese  in  theory,  they  tend  to  resist  it 
practice.  Japan,  after  all,  is  an  ancie  iw 
homogeneous,  and  Confucian  culti  up 
where  values  of  order  and  harmony  p 
vail  beneath  the  public  infighting.  "Am 
icans  have  never  really  understood  t 
Japan's  political  world  is  split  betwt 
omote,  or  the  visible,  and  ura,  or  whi 
behind,"  says  Robert  Orr  Jr.,  director 
government  relations  at  Motorola 
pan)  Ltd. 

Hosokawa's  resignation  helps  s 
who  the  real  powers  are.  "Any  Japan' 
Prime  Minister  who  wants  to  carry 
reform  is  running  straight  into  the  p( 
er  of  the  bureaucracy,  which  is  linl 
with  entrenched  business  interests,"  s; 
Clyde  V.  Prestowitz  Jr.,  president  of  i 
Economic  Strategy  Institute  in  Washi 
ton.  Even  when  a  ministry  loosens 
grip,  on  cellular  telephones,  for  exz 
pie,  the  Prime  Minister  is  nowhere 
be  seen  (page  50). 

That's  why  Japan-watchers  are  cc 
ing  around  to  the  view  that  the  id 
tity  of  Hosokawa's  successor  isn't  p 
ticularly  important.  The  new  Prime  M 
ister,    most   likely   current  Fore 
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ister  Tsutomu  Hata,  will  have  a  ten- 
s  grasp  on  power  and  can't  be  ex- 
:ed  to  impose  a  U.  S.-inspired  agenda 
the  Ministry  of  Finance  and  other 
agencies.  Hata,  a  longtime  spokes- 
1  for  agricultural  interests,  may  be 
ue  reformer  but  would  probably  pro- 
1  more  cautiously  than  Hosokawa. 
;  also  deeply  beholden  to  Japan's  true 
<room  power,  Ozawa. 
'Y-GRITTY.  The  new  Prime  Minister 
still  work  at  a  distinct  disadvantage 
nst  the  ministries.  His  staff  is  minus- 
compared  with  resources  available  to 
\merican  President.  He  appoints  only 
>uple  of  dozen  officials,  against  the 
isands  named  by  the  White  House, 
inese  politicians  often  are  ill 
rmed  and  unprepared  to 
die  nitty-gritty  policy  mat- 
.  What's  more,  bureaucrats 
usually  better  educated  and 
corrupt. 

erhaps  hardened  with  this 
vledge,  Japanese  traditional- 
lave  cared  relatively  little 
's  serving  as  Prime  Minis- 
as  long  as  he's  not  a  gross 
arrassment  to  the  country. 

•  business,  it  doesn't  matter 
h  who  is  Prime  Minister," 

•  Yoichi  Morishita,  president 
[atsushita  Electric  Industrial 
Indeed,  the  Tokyo  stock 
ket  barely  blipped  on  the 

Hosokawa  suddenly  re- 


signed. Many  economists  said  Hosokawa's 
departure  would  have  little  economic  im- 
pact. If  anything,  they  thought  it  might 
help  by  speeding  up  adoption  of  the  fiscal 
1994  budget. 

In  some  ways,  political  chaos  is  just 
fine  with  the  bureaucrats  who  are  en- 
gaged in  trade  disputes  with  the  U.  S. 
It's  little  surprise  that  some  have  tried  to 
turn  the  Nagatacho  vacuum  to  their  ad- 
vantage in  dealing  with  the  U.  S.  In  a 
kind  of  shell  game,  the  Americans  can't 
identify  the  real  decision-makers.  "The 
bureaucrats  tell  us  they're  looking  for 
direction  from  politicians,  and  the  politi- 
cians tell  us  they  can't  budge  the  bu- 
reaucrats," says  a  senior  U.  S.  official. 


OLVING  DOOR  FOR  PRIME 


Prime  Minister  Term 


NOBORU 
TAKESHITA 

SOSUKE 
UNO 

TOSHIKI 
KAIFU 

KIICHI 
MIYAZAWA 

M0RIH1R0 
HOSOKAWA 


Nov.  1987  to  June  1989 


June  1989  to  Aug.  1989 


Resigned  following 
scandal 

Resigned  following 
scandal 


Aug.  1989  to  Nov.  1991     Forced  out 


Nov.  1991  to  Aug.  1993 


Aug.  1993  to  Apr.  1994 


DATA  BUSINESSWEEK 


Lost  Diet 

nonconfidence  vote 

Resigned  following 
scandal 


This  realization  is  helping  Washing- 
ton wake  up  to  the  need  to  find  levers 
other  than  the  Prime  Minister.  Already, 
such  U.  S.  officials  as  Commerce  Under 
Secretary  Jeffrey  E.  Garten  have  started 
meeting  with  leaders  of  Japanese  indus- 
try, circumventing  bureaucrats  and  poli- 
ticians. Japanese  multinationals  with 
stakes  in  the  U.  S.  may  recognize  that 
open  markets  and  a  better  balance  in 
economic  relations  work  to  their  benefit. 
"We  should  be  showing  them  how  much 
more  hostile  the  U.  S.  market  could  def- 
initely become  against  their  interests," 
says  Motorola's  Orr. 

The  U.  S.  also  could  do  a  better  job 
publicizing  the  benefits  Japanese  consu- 
mers are  deriving  from  the  ar- 
rival of  discount  companies 
such  as  Toys  'R'  Us  in  Japan, 
or  how  a  more  open  construc- 
tion market  could  dramatically 
reduce  prices.  What's  more, 
the  American  government 
needs  officials  in  senior  posi- 
tions who  understand  Japan 
and  speak  its  language.  But 
any  response  must  start  with 
a  central  recognition:  "Reform" 
in  Japan  isn't  going  to  wipe 
out  its  trade  surpluses  any- 
time soon. 

By  Robert  Neff  in  Tokyo, 
with  William  J.  Holstein  in 
New  York  and  Amy  Bon  us  in 
Washington 


JAPAN  I 


COME  ONE,  COME  ALL 

TO  THE  CELLULAR  SWEEPSTAKES 


Japan's  regulators  loosen  the  reins  and  set  off  a  competitive  rush 


For  years,  heavy  regulation 
has  muted  Japan's  cellular 
phone  market.  Just  1.8%  of 
the  population  uses  mobile 
phones,  compared  with  5%  in 
the  U.  S.  Now,  deregulation  is 
hitting  Japan's  cellular  market, 
and  alarm  hells  are  ringing.  To- 
kyo alone  will  soon  have  four  lo- 
cal network  operators  chasing 
cellular  subscribers.  Two  dozen 
phonemakers  will  be  vying  for 
space  in  crowded  discount  shops. 
And  a  new,  cheaper  cellular 
technology  will  debut.  The  re- 
sult will  be  a  more  perilous  but 
much  more  open  Japanese  tele- 
com market. 

The  unlikely  source  for  this 
controlled  chaos  is  Japan's  Minis- 
try of  Posts  &  Telecommunica- 
tions (MPT).  After  having  held 
the  market  in  a  choke  hold  for 
years,  \ipt  bureaucrats  have 
loosened  their  grip.  New  service 
operators  have  sprung  into  ac- 
tion, manufacturers  are  ready 
with  a  profusion  of  new  designs, 
and  foreign  companies  are  set 
to  participate  at  a  deeper  level 
than  before.  The  cellular  sweep- 
stakes could  pose  the  greatest 
threat  yet  to  giant  Nippon  Tele- 
graph &  Telephone  Corp. 

The  government  unleashed 
these  forces  on  Apr.  1,  when  it 
began  allowing  consumers  to 
purchase  cellular  phones  instead 
of  leasing  them  from  network 
operators  at  inflated  rates.  The 
move  brought  Japan  in  line  with 
every  other  cellular  market.  But 
it  also  ended  the  snug  relation- 
ship that  a  half-dozen  mobile- 
phone  makers  enjoyed  with  NTT 
and  other  network  operators. 
Now  they'll  have  to  share  the 
handset  market  with  hordes  of  rivals. 

Competitors  are  gunning  for  NTT  on 
other  fronts.  In  Tokyo,  mobile-phone  cus- 
tomers have  been  stuck  with  limited  op- 
tions. Those  who  wanted  analog  sys- 
tems could  choose  products  built  to  NTT 
or  Motorola  Inc.  standards,  but  custom- 
ers who  wanted  a  digital  system  could 
use  only  NTT.  They  will  now  have  a 
choice  of  two  new  digital  operators,  Tu- 
Ka  Cellular  Tokyo  Inc.  and  Tokyo  Digital 
Phone,  which  begin  service  this  spring. 


MOBILE-PHONE 
MANUFACTURERS 
ARE  READYING 
A  PROFUSION  OF 
NEW  DESIGNS 


REWIRING  JAPAN'S 


Jumping  at  this  opening,  such  foreign 
telecom  powers  as  Nynex,  US  West,  Pa- 
cific Telesis,  and  Cable  &  Wireless  have 
purchased  equity  in  the  companies. 

Another  challenger  is  on  the  horizon. 
A  Japanese  consortium  has  readied  a 
powerful  new  digital  technology  that 
could  change  the  course  of  mobile  com- 
munications and  even  shake  up  the 
world  of  local,  wired  phone  networks. 
Dubbed  "personal  handy  phones"  (PHPs), 
the  new  devices  resemble  home  cord- 


IF 


less  phones,  but  users  can  carry  th1 
on  the  street  and  in  their  offices, 
signed  in  Japan,  the  PHP  system  resi 
bles  the  Personal  Communications  S 
terns  (PCS)  used  in  the  U.  S.  and  Brits 
The  new  phones  won't  work  in  mov 
cars,  but  their  base  stations  will  sell 
$20,000— one-hundredth  the  cost  of  ce 
lar  stations.  Analysts  expect  the  MPl 
issue  licenses  this  fall.  Then  a  host 
new  common  carriers  may  use  PHP  te 
nology  to  create  local  service  netwo: 
This  idea  is  particularly  seductiv< 
Daini  Denden  Inc.  (DDI),  NTT's  archri 
in  both  long  distance  and  cellular.  Un 
existing  structures,  NTT  collects  an  ' 
cess"  fee  each  time  DDI's  customers  c 
nect  to  NTT's  local  network.  PHP  n 
offer  a  way  to  break  this  yoke,  whicl 
why  DDI  has  been  the  new  systei 
most  generous  backer.  However, 
also  has  backed  php  as  a  possible  way 
make  up  for  shrinking  profits  from  its 
cal  wired  network.  S.  G.  Warburg  p 
diets  that  PHP  subscribers  could  s>  A 
from  1.5  million  in  1996  to  10  million 
the  turn  of  the  century,  compared  w 
just  4  million  cellular  subscribers 
same  year.  The  technology  is  so  attr 
tive  that  companies  have  begun  test 
it  in  the  U.  S. 

chip  orders.  The  upheaval  puts  Jap; 
postal  authorities  in  a  squeeze.  Ideol 
ically,  they're  now  wedded  to  eompi 
tion.  But  the  Ministry  of  Finance  is 
sitting  on  two-thirds  of  NTT  sharA^ 
which  eventually  must  be  sold  to  fina: 
national  projects.  If  such  rivals  as 
lash  too  deeply  into  NTT's  profits, 
stock  could  become  unsalable. 

Foreign  players  are  watching  Jap 
cellular  kabuki  with  interest.  Both 
den's  L.  M.  Ericsson  and  Finlan 
Nokia  are  major  equipment  suppliers 
Tokyo  Digital  Phone.  And  signal-p 
cessing  giants,  such  as  Rockwell  Inter 
tional  Corp.  and  Texas  Instruments  I 
could  see  large  chip  orders  from  eqi 
ment  manufacturers. 

Motorola,  the  U.  S.  cellular  giant  t 
lobbied  hardest  for  telecom  deregulat 
in  Japan,  has  the  biggest  stake.  It  wapM 
a  gradual  transition  to  PHP  techno! 
While  Motorola  helped  Japan  deve 
php  technical  specs,  it  expects  fat 
profits  in  analog  and  digital  cellular  o- 
the  next  18  months.  That  will  requ 
prices  and  rates  to  come  down  quid 
The  danger  is,  the  MPT  might  prop 
cellular  rates  to  leave  breathing  ro 
for  the  new  PHP  technology— a  tac 
guaranteed  to  rile  Motorola. 

Instead  of  choosing  a  course  and 
tering  to  vested  interests,  however, 
MFr  may  finally  be  ready  to  let  the  n 
ket  decide.  There  will  be  some  blood 
the  carpet.  But  the  alternative,  renev 
telecom  regulation,  is  far  worse. 

By  Neil  Gross  in  To, 
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MALAYSIA'S  MAHATHIR:  LEADING 
1  CRUSADE  AGAINST  THE  WEST 


i 


teven  Spielberg's  Schindler's  List  may  have  won  seven 
Oscars  in  Hollywood,  but  that  didn't  impress  Malaysian 
Prime  Minister  Mahathir  bin  Mohammad.  His  govern- 
mt  banned  the  film,  charging  it  was  Jewish  propaganda. 
This  action  sparked  an  uproar,  but  controversy  is  nothing 
w  to  the  Malaysian  leader.  Whether  he's  railing  against 
/ironmentalists,  retaliating  against  British  companies  for 
native  press,  or  snubbing  President  Bill  Clinton  by  refusing 
attend  last  fall's  Seattle  summit  of  Asian  leaders,  Ma- 
;hir  relishes  tweaking  the  West. 

But  he's  more  than  a  gadfly.  Mahathir  is  trying  to  position 
iself  as  a  kind  of  1990s  version  of 
lier  Third  World  leaders  such  as 
ypt's  Gamal  ALdel  Nasser  or  In- 
lesia's  Sukarno.  Mahathir's  message 
it  Asia  is  now  strong  enough  to 
tmb  its  nose  at  the  West  is  win- 
g  a  following.  His  influence  is  ap- 
ent  in  the  new  tone  toward  the 
st  that  smaller  Asian  countries 
e  adopted.  Singapore,  for  instance, 
so  far  refused  to  back  down  in  its 
ermination  to  flog  an  American 
ith  for  vandalizing  cars. 
MA-TWISTING.  On  a  much  more  seri- 
issue,  Mahathir  recently  rallied 
osition  to  a  move  by  U.  S.  and  European  negotiators  to  link 
ferential  access  to  their  markets  to  workers'  rights.  West- 
attacks  on  cheap  labor,  the  main  comparative  advantage  of 
ly  developing  countries,  is  simply  "disguised  protectionism," 
hathir  charges.  Washington  backed  off  when  leaders  of  15 
eloping  countries  endorsed  Mahathir's  view, 
lahathir  knows  how  to  twist  American  corporate  arms 
veil.  After  meeting  with  him  in  Kuala  Lumpur  on  Apr.  9, 
roup  representing  16  U.  S.  Chamber  of  Commerce  chapters 
\sia  called  on  Washington  to  stop  trying  to  link  human 
its  to  trade. 


WILL  MAHATHIR'S  RHETORIC  HURT  INVESTMENT? 


Sitting  atop  booming  markets  for  everything  from  Boeing  air- 
craft to  Hollywood  movies,  Asian  leaders  are  rejecting  Western 
liberal  values.  They're  quick  to  compare  low  unemployment 
and  crime  rates  produced  by  their  systems  with  the  West's  ur- 
ban war  zones.  "The  vast  majority  of  Americans  who  visit  Sin- 
gapore leave  wishing  desperately  they  could  bring  back  some  of 
the  law  and  order  they  find  here,"  says  a  local  newspaper,  de- 
fending the  decision  to  flog  18-year-old  Michael  Fay. 

Mahathir  excels  in  trying  to  put  Malaysia's  booming  market 
to  political  use.  When  Australian  Premier  Paul  J.  Keating 
blasted  him  for  boycotting  the  Asian  summit,  Mahathir  told 
Australian  companies  they  would  get 
no  more  government  contracts  until 
Keating  apologized.  A  lukewarm  "clari- 
fication" came  within  days. 

So  far,  Mahathir's  lecturing  hasn't 
hurt  him  at  home.  With  economic 
growth  averaging  8.5%  for  the  past 
six  years,  Mahathir's  National  Front 
coalition  is  in  solid  control.  His  backing 
for  Palestinian  statehood  and  other  Is- 
lamic causes  helps  him  with  Malaysia's 
Muslim  majority.  But  some  observers 
wonder  whether  Mahathir's  increas- 
ingly abrasive  behavior  might  foul  the 
climate  that  has  led  such  companies 
as  Intel  and  Motorola  to  make  Malaysia  a  global  base  for 
manufacturing  and  design.  "If  you  were  a  businessman  from 
Iowa  and  all  you  read  about  Malaysia  are  bad  things,  would 
you  come  here?"  asks  a  U.  S.  executive  in  Kuala  Lumpur. 

Mahathir's  outspoken  anti-Westernism  also  makes  some  of 
his  neighbors,  including  Indonesia's  President  Suharto,  un- 
easy. Such  countries  as  Indonesia  and  Thailand  want  a  West- 
ern presence  in  the  region  to  balance  Japan  and  China,  and 
that  will  limit  Mahathir's  influence. 

By  Jonathan  Sikes  in  Singapore  and  Pete  Engardio  in 
Hong  Kong 
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|  ISSIA-UKRAINE  BATTLE 


■ver, 





tussian-Ukrainian  tension  is  heat- 
ing up.  Russia  has  accused 
craine  of  storming  a  Russian-con- 
riled  naval  base  in  the  Ukrainian 
rt  of  Odessa,  wounding  servicemen 
d  arresting  three  officers.  The  at- 
:k  was  in  response  to  an  incident  a 
n  days  earlier  in  which  Russian 
val  personnel  made  off  with  a  ship 
im  the  Black  Sea  fleet,  which  the 
o  countries  share  in  an  uneasy  part- 
rship.  The  two  countries  have  been 
able  to  agree  on  how  to  split  up  the 
et,  which  is  a  remnant  of  the  old 
viet  armed  forces. 
Adding  to  the  tensions,  early  results 


from  the  recent  Ukrainian  legislative 
elections  suggest  a  dangerous  split  be- 
tween pro- Russians  in  eastern  Ukraine 
and  fervent  Ukrainian  nationalists  in 
the  west.  Centrist  forces  fared  poorly. 
A  badly  divided  legislature  would  seem 
ill-equipped  to  deal  with  either  the 
plunging  economy  or  growing  nation- 
alist rivalries  in  the  second-largest  for- 
mer Soviet  republic. 

IS  CIBA  ON  THE  PROWL?  

With  President  Clinton's  drive  for 
health-care  reform  squeezing 
pharmaceutical  makers'  profit  margins, 
Swiss  drugmaker  Ciba-Geigy  Ltd.  is 
hinting  that  it  may  put  some  of  its  $1 
billion  cash  hoard  to  work  shoring  up 


its  competitive  position  in  the  U.S. 
Chairman  Alex  Krauer  says  Ciba  is 
"exploring  very  carefully  and  system- 
atically" whether  it  should  "join  forces 
with  other  pharmaceutical  companies," 
or  take  over  a  big  drug  distributor,  as 
competitor  Merck  recently  did  with 
Medco  Containment  Services.  "Just 
continuing  to  do  business  as  we  have 
in  the  past  is  no  solution,"  Krauer  said 
in  an  interview. 

Hard-nosed  cost-cutting  helped  Ciba 
push  profits  up  17%  last  year,  to  $1.2 
billion,  even  though  revenues  rose  a 
meager  2%,  to  $15.3  billion.  North 
America  accounts  for  a  third  of  the 
drug  company's  sales,  just  behind  Eu- 
rope's 39%. 


ATior  j a  m  monk 


THAT  EYE-POPPING 
EXECUTIVE  PAY 


IS  ANYBODY  WORTH  THIS  MUCH? 


o  matter  how  you  count  it, 
the  sum  is  staggering.  It  adds 
up  to  more  than  a  half-mil- 
lion dollars  a  day,  every  day, 
for  an  entire  year.  Or  $78,081  an  hour. 
Enough  to  see  .'31.2  million  first-run  mo- 
vies or  buy  6.5  million  tickets  to  Dis- 
neyland's Magic  Kingdom. 

Hold  your  breath.  Look  over  the  num- 
ber carefully.  It's  not  a  misprint: 
$203,010,590.  That's  what  Michael  D. 
Eisner,  chairman  of  Walt  Disney  Co., 
made  last  year.  It's  more  than  any  other 
chief  executive  of  a  public  corporation 
has  made  in  a  single  year— or  probably 
in  an  entire  career  in  the  history  of 
American  business. 

What  may  be  even  more  surprising 
than  the  number,  however,  is  that  no 
one  is  complaining.  There  is  no  share- 
holder revolt  or  employee  backlash.  No 
thundering  in  the  halls  of  Congress.  No 
stockholder  resolutions  seeking  a  cap  on 
Eisner's  pay— even  though  Disney's  net 
income  fell  last  year  by  63%,  to  $299.8 
million  (not  much  more  than  Eisner's 
haul). 

Why  the  acquiescence?  Consider  the 
record:  Disney's  total  market  value  has 
risen  from  $2.2  billion  in  1984,  when  Eis- 
ner signed  on  as  chief  executive,  to  $22.7 
billion.  Despite  last  year's  earnings 


downturn,  which  was  partly  due  to  woes 
at  EuroDisney,  analysts  predict  profits 
this  year  will  exceed  $1  billion,  up  from 
only  $98  million  in  1984.  A  shareholder 
who  plunked  down  $100  in  Disney  stock 
at  the  beginning  of  Eisner's  tenure 
would  now  have  a  stake  worth  $1,460. 

The  muted  reaction  to  Eis- 
ner's record  package  also  re- 
flects that  1993  was  a  landmark 
year  in  which  the  debate  over 
executive  compensation  came  to 
a  head,  producing  sev- 
era]  concrete  measures 
aimed  at  reform.  A  new 
tax  was  levied  on  exec- 
utive   pay    with  the 
adoption  of  a  $1  million 
cap  on  the  corporate 
deductibility  of  salaries       ^— ^ 


(page  57).  Board  to 
of  directors  are  exes 
cising  greater  vigilanci 
over  pay.  Directors  ar  esi 
hiring  their  own  pay  coi  ar 
sultants,  demanding  more  it  and 
formation  and  analysis  on  prc; 


posed  pay  plans, 
tougher  questions. 
For  their  part,  < 


and  askin 


hareholder  a 


a  SI 


feel  better  informed,  thanks  t 
new  disclosure  rules  from  th 
Securities  &  Exchange  Commisu 
sion  that  remove  some  opporti 
nities  for  companies  to  hide  extravsj 
gant  incentive  pay.  "Better  disclosure: 
has  helped  shareholders  monitor  pa, 
and  hold  boards  accountable  for  thei 
decisions,"  says  James  E.  Heard,  chie< 
executive  of  Institutional  Shareholde 
Services  Inc.,  which  advises  larg 
investors  on  corporate  issues. 
Some  CEOs'  paychecks  evefc 
seemed  more  closely  linker 
to  corporate  performance 
last  year.  At  Merck 
Co..  ceo  P.  Roy  Vageloji; 
saw  his  salary  and  bo  - 
nus  fall   11%-as  th 
company's  profits  als 
i  fell  11%.  After  profit 
I  at  Mattel  Inc.  slumped  : 
ft  26%  in  1993,  Chief  Exfc 
i  ecutive     John  W 


Amerman's 
dropped  by 


pa:* 
41%  Ie 
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THE  TOP-PAID  CHIEF  EXECUTIVES... 


1993  salary 
and  bonus 

Long-term 
compensation 

Total 
pay 

Thousands  of  dollars 

1. 

MICHAEL  D.  EISNER 

Walt  Disney 

$750 

$202,261     $203,01 1 

2. 

SANFORD  1.  WEILL 

Travelers 

4,291 

Aft  C1Q 
40,3  1  T 

10  RIO 

3. 

JOSEPH  R.  HYDE  III 

Autozone 

1,103 

11  1 1  7 

o  1,  1  11 

39  990 

4. 

CHARLES  N.  MATHEWSON 

Intl.  Game  Technology 

628 

71  A03 

99  931 

5. 

ALAN  C.  GREENBERG 

Bear  Stearns 

11,988 

3  097 

0,71/ 

1  3,7  1  3 

6. 

H.  WAYNE  HUIZENGA 

Blockbuster  Entertainment 

557 

i  s  nno 

1 1  117 
1  3,33; 

7. 

NORMAN  E.  BRINKER 

Brinker  Intl. 

1,338 

1  3  191 

1  J,  30/ 

14  Q01 

1  4,7Z  3 

8. 

ROBERTO  C.  GOIZUETA 

Coca-Cola 

3,654 

in  jfiQ 

14  11  3 

1 4,3  1  J 

9. 

C.  ROBERT  KIDDER 

Duracell  Intl. 

1,038 

13  134 

1  O,  1 04 

14  1  79 
1  4,  1  /  L 

10. 

THOMAS  M.  HAHN  JR. 

Georgia-Pacific 

12,243 

1  437 
1,40/ 

1  3  AftO 

11. 

H.  BREWSTER  ATWATER  JR. 

General  Mills  1,386 

1 1  701 

13  177 

1 2.  JAMES  C.  MORGAN 

Applied  Materials 

1,509 

1 1  394 

1  l,0Z4 

1  9  J133 

13. 

RICHARD  H.  JENRETTE 

Equitable  Cos. 

12,130 

1  9  3ftO 
1  Z,OOU 

14. 

HARRY  A.  MERLO 

Louisiana-Pacific 

745 

11  3f)A 

19  (\1\ 

15. 

JOHN  H.  BRYAN 

Sara  Lee 

1,886 

10  003 

1 1  a»Q 

1  1,007 

16. 

DAVID  R.  WHITWAM 

Whirlpool 

2,100 

9,737 

11,837 

1 7.  CHARLES  S.  SANFORD  JR. 

Bankers  Trust 

8,865 

2,945 

11,811 

1 8.  FRANK  V.  CAHOUET 

Mellon  Bank 

1,391 

10,125 

11,516 

19. 

WALTER  J.  SANDERS  III 

Advanced  Micro  Devices 

3,212 

8,276 

11,488 

20. 

STANLEY  C.  GAULT 

Goodyear  Tire  &  Rubber 

1,986 

9,292 

11,278 

...AND  10  WHO  AREN'T  CEOS 

1993  salary 
and  bonus 

Long-term 
compensation 

Total 
pay 

Thousands  of  dollars 

i. 

ROBERT  F.  GREENHILL 

Chmn.,  Smith  Barney  (Travelers)  3,965 

19,983 

23,948 

2. 

J.  WRAY  CONNOLLY 

Sr  VP,  H.J  Heinz 

555 

21,360 

21,915 

3. 

GEORGE  W.  EDWARDS  JR 

Exec.  VP,  Kansas  City  Southern  500 

21,279 

21,779 

4. 

RONALD  A.  McDOUGALL 

Pres.,  Brinker  Intl. 

1,037 

19,654 

20,691 

5. 

FRANK  G.  ZARB 

Vice-Chmn.,  Travelers 

2,934 

13,841 

16,775 

6. 

JAMES  E.  CAYNE 

Pres.,  Bear  Stearns 

8,337 

7,578 

15,915 

7. 

JOHN  C.  SITES  JR. 

Exec.  VP,  Bear  Stearns 

5,375 

8,445 

13,820 

8. 

JOHN  T.  CHAMBERS 

Sr.  VP,  Cisco  Systems 

313 

12,364 

12,677 

9. 

MARTIN  L.  FLANAGAN 

CFO,  Franklin  Resources 

5,522 

6,966 

12,488 

10. 

WARREN  J.  SPECTOR 

Exec.  VP,  Bear  Stearns 

2,884 

8,830 

11,714 

DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  Of  MCGRAW-HILL  INC. 

A  PENNY-PINCHING  CEO — AND  TWO  BIG  SPENDERS 


John  P.  Morgridge,  chief  execu- 
tive of  Cisco  Systems  Inc.,  may 
be  a  multimillionaire,  but  he's  a 
frugal  one.  On  vacation  recently  in 
Colorado,  he  rented  a  Subaru  with 
114,000  miles  on  the  odometer  from 
Rent-A-Wreck  for  $120  a  week. 

He  brings  that  sense  of  frugality 
to  his  high-flying,  high-tech  company 
in  Silicon  Valley— and  to  his  own  pay- 
check. That's  one  reason  Morgridge 
emerged  as  the  clear  winner  in  BUSI- 
NESS WEEK's  latest  pay-for-perfor- 
mance  rankings. 

The  Cisco  CEO,  who  has  earned  only 
$967,000  over  the  past  three  years, 
wins  top  honors  in  two  categories: 
giving  shareholders  the  most  bang  for 
their  buck  and  giving  them  the  high- 
est return  on  equity  (ROE)  relative  to 
his  own  pay.  In  the 
past  three  years,  share- 
holders have  seen  an  in- 
itial $100  investment 
balloon  to  $1,152.  The 
company  boasts  a  ROE 
of  35.1%  for  the  1991- 
1993  period. 

Cisco  has  become  the 
hottest  company  in  one 
of  the  computer  indus- 
try's hottest  business- 
es: producing  "internet- 
working" gear  and 
software  that  ties  to- 
gether far-flung  net- 
works of  computers  so 
they  can  easily  talk  to 
each  other.  Analysts  at- 
tribute the  company's 
outstanding  success  to 
several  key  manage- 
ment decisions.  Cisco 
has  stayed  focused  on 
its  own  market  niche 
and  has  resisted  the 
temptation  to  stray  into 
areas  it  doesn't  know 
well  -  unlike  certain  oth- 
er companies  in  the  Sil- 
icon Valley. 
shoestring  start.  It  works  closely 
with  customers,  often  tailoring  fea- 
tures on  products  for  individual  users 
that  end  up  being  used  in  its  entire 
product  line.  Because  Cisco  does  little 
manufacturing  of  its  own,  it  boasts 
exceptionally  high  productivity: 
$500,000  of  sales  per  employee.  Ana- 
lysts expect  net  income  to  rise  by 
86%,  to  $320  million,  this  year,  and 


they  say  revenues  will  double,  to 
about  $3  billion. 

It's  quite  a  success  story  for  a  com- 
pany founded  just  on  credit-card  debt 
and  second  mortgages.  Chief  execu- 
tive since  1988,  Morgridge,  age  60, 
says  he's  "a  child  of  the  Depression," 
which  may  account  for  his  thriftiness. 
His  office  is  only  12  feet  by  12  feet— 
the  same  as  every  other  manager's. 
"We  really  pack  them  in,"  says  Morg- 
ridge. All  the  employees  fly  coach, 
and  Cisco  never  ran  a  single  adver- 
tisement until  1992. 

Like  many  other  outfits  in  Silicon 
Valley,  Cisco  sets  fairly  conservative 
salaries  while  ladling  out  stock  op- 
tions that  have  made  dozens  of  em- 
ployees millionaires.  Senior  Vice-Pres- 
ident John  T.  Chambers,  for  example. 


[h 


[L 


<  THE  BEST 

Morgridge  produced 
the  most  bang  for  the 
buck  and  best  return- 
compared  with  his 
own  pay 

▼  THE  WORST 

Eisner  took  home 
megamillions;  Hess 
just$900,000-but 
both  at  a  time  when 
company  earnings 
were  on  a  slide 


joined  the  company  in  1991  but  last 
year  exercised  options  worth  more 
than  $12.3  million— enough  to  land  him 
among  BUSINESS  WEEK's  10  highest- 
paid  non-CEOs.  Despite  his  low  salary, 
Morgridge  isn't  complaining:  His  2.4% 
stake  in  Cisco  is  worth  more  than 
$100  million. 

On  the  other  side  of  the  pay-for- 
performance  ledger,  Walt  Disney's  Mi- 


chael D.  Eisner  has  benefited  hanc 
somely  over  the  years  from  stock  or.  to 
tions.  So  handsomely,  in  fact,  that  hi 
rewards  overwhelm  the  performanci 
he  has  given  to  the  shareholders 
least  in  the  past  three  years.  During1' 
that  period,  Eisner  collected  $215 
million— largely  by  exercising  stoc 
options. 

APPLES  AND  ORANGES.  At  the  sam 

time,  Disney  shareholders  saw  th 
value  of  a  $100  investment  in  the  coirjL 
pany  rise  to  $170.  Last  year,  the  corrP!' 
pany's  net  earnings  fell  by  63%,  t»* 
just  $299.8  million,  down  from  $816.p: 
million  a  year  earlier.  The  slide  Jib 
mostly  due  to  Disney's  struggling 
French  theme  park  and  the  effects  c 
a  one-time  accounting  change. 

A  Disney  spokesman  argues  thate 
it's  unfair  to  compare  the  vaflte 
ue  of  Eisner's  options— grant  m 
ed  a  decade  ago  but  mostl  1 
exercised  in  the  past  fisot  f  S 
year— with  performance  ove  id 
the  past  three  years  alontk 
Instead,  a  spokesman  said,  hit 
income  should  be  compare'  > 
with  the  huge  rise  in  Disney'  coi 
shareholder  value  since  1984 
when  Eisner  joined  the  corr  .> 
pany.  Over  that  time  frame-  «e 
during  which  Eisner  himsehe 
made  nearly  $300  million—  ned 
$100  investment  in  Disne 
stock  would  have  escalated  t,e? 
a  value  of  $1,460. 

Together  with  Eisner  in  th  is 
least-bang-for-the-buck  rank , 
is  Amerada  Hess  Chief  Exec  i 
utive  Leon  Hess,  whose  corn, 
pany  did  the  worst  relative  1 91 
his  pay.  It's  not  because  th  fe 
reclusive,  79-year-old  Hes ,; 
earned  such  a  vast  amount  c ; 
money:  In  fact,  over  the  pas  in: 
three  years,  he  has  collect©! 
only  $900,000  in  pay.  But  th 
company  lost  $268.2  million 
on  $5.9  billion  in  revenues  las  is 
year,  when  it  had  to  writip 
down  the  value  of  its  petroleum  rt  e:- 
serves  and  close  a  refinery.  From  199f: 
to  1993,  Amerada  Hess  posted  a  neg8  i(j 
tive  return  on  equity  of  2.1%.  Ana-, 
lysts  expect  the  company  to  swinj 
back  into  the  black,  and  that  will  vir 
tually  guarantee  Hess  will  swing  eHj 
this  list  next  year. 

By  Lori  Bongiorna  in  New  York  an 
Robert  D.  Hof  in  San  Francisco 
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rprise:  Even  counting  Eisner's  result- 
ing pay,  average  total  compensa- 
n  last  year  for  the  chief  executive  of  a 
ijor  corporation  remained  static,  af- 
•  a  56%  jump  in  1992  and  a  26%  rise 
1991.  The  boss  earned  an  average 
841,273-down  $974  from  a  year  earli- 

But  because  the  total  take  is  so  de- 
ldent  on  when  a  CEO  decides  to  exer- 
3  his  stock  options,  and  the  resulting 
ns  can  be  so  high,  mere  averages 
j&'t  as  meaningful  as  they  once  were. 
a/ning  oap.  At  the  same  time,  the 
f  between  the  executive  suite  and 

shop  floor  remains  as  wide  as  a  can- 
1.  Last  year,  the  average  CEO  of  a 
jor  company  made  149  times  the  av- 
ge  factory  worker's  pay  of  $25,317— 
ugh  that  was  down  a  bit  from  1992's 
ltiple  of  157.  Moreover,  if  you  strip 

stock  options  and-  other  long-term 
ipensation,  the  CEO's  average  salary 
1  bonus  rose  about 
o  last  year,  to 
J74,893,  reversing  two 
secutive  years  of  de- 


|  ?he  numbers  come 
1  -n  BUSINESS  week's 
4  h  annual  Executive 
1 '  Scoreboard,  com- 
n 'd  with  Standard  & 
lj  r's  Compustat,  a  divi- 
sj  i  of  McGraw-Hill  Inc. 
* ;  survey  examined 
a  compensation  of  the 
n  <  highest-paid  execu- 
te ;s  at  361  companies. 
/  ecord  number— 502  of 
ta  se  722  executives— 
a  led  more  than  $1  mil- 
ls in  pay  last  year. 

<eading  the  pack  of 
□  earners  among  non- 
C  s  is  Robert  F.  Green- 
ffl  who  heads  Travel- 
ej  investment  banking 
ii ;,  Smith  Barney 
9  arson  Inc.  Greenhill 
nJ  te  $23.9  million  in  to- 


pay.  Not  far  behind 
J.  Wray  Connolly, 
or  vice-president  at 
.  Heinz  Co.,  who 
ceted  $21.9  million, 
l  an  analysis  linking 
s'  pay  with  perfor- 
ice  over  the  past 
*e  years,  business 
:k  and  Compustat 
d  that  John  P.  Morg- 
e  of  Cisco  Systems 
,  a  hot  networking 
pany  in  Silicon  Val- 
provided  the  best  re- 
to  shareholders  for 
•ompensation,  as  well 
urning  in  the  best 
pany  results  relative 


to  his  pay.  Disney's  Eisner  and  Leon 
Hess,  the  reclusive  CEO  of  oil  company 
Amerada  Hess,  delivered  the  least  (page 
54). 

Eisner  landed  at  the  head  of  the  pay 
list  after  he  exercised  options  on  5.4 
million  shares  of  stock  granted  as  far 
back  as  1984.  He  realized  $202,260,592 
from  that  transaction  at  the  beginning  of 
Disney's  1993  fiscal  year  and  only 
$750,000  in  salary.  Because  last  year 
was  a  disappointing  one  for  the  compa- 
ny, Eisner  failed  to  receive  a  bonus.  But 
don't  feel  too  bad  for  him:  Eisner's  re- 
maining unexercised  stock  options  are 
worth  $161.4  million  (table,  page  56). 

Can  anybody  be  worth  $203  million 
a  year?  In  the  popular  mythology,  such 
rewards  may  well  be  justified  for  the 
company  founder— the  creative  genius 
who  lays  his  work  life  and  personal  as- 
sets on  the  line.  The  outrage  over 


PAY  FOR  PERFORMANCE: 
WHO  MEASURES  IIP...  AND  WHO  DOESN'T 


To  see  how  pay  matches  up  to  performance,  BUSINESS  WEEK  uses  two 
measurement  systems.  One  relates  pay  to  how  good  a  job  the  boss  did 
for  shareholders.  The  other  compares  pay  with  now  good  a  job  the  boss 
did  for  the  company. 

EXECUTIVES  WHO  GAVE  SHAREHOLDERS  THE  MOST  FOR  THEIR  PAY... 


Total  pay* 

1991-93                                             Thousands  of  dollars 

Shareholder 
return** 

Relative 
index 

1.  JOHN  P.  M0RGRIDGE  Cisco  Systems 

$967 

1,052% 

1,191 

2.  WARREN  E.  BUFFETT  Berkshire  Hathaway 

300 

145 

815 

3.  CRAIG  0.  McCAW  McCaw  Cellular  Communications 

353 

80 

509 

4.  RAYMOND  J.  N00RDA  Novell 

522 

152 

482 

S.  MICHAEL  D.  ROSE  Promus 

2,754 

815 

332 

...AHD  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST 

1.  MICHAEL  D.  EISNER  Walt  Disney 

215,911 

70 

0.8 

2.  ANTHONY  J. F.  O'REILLY  H.J.  Heinz 

114,177 

13 

1.0 

3.  ROBERTO  C.  G0IZUETA  Coca  Cola 

89,914 

99 

2.2 

4.  CHARLES  P.  LAZARUS  Toys  T  Us 

77,618 

82 

2.3 

5.SANF0RDI.  WEILL  Travelers 

137,193 

249 

2.5 

EXECUTIVES  WHOSE  COMPANIES  DID  THE  BEST  RELATIVE  TO  THEIR  PAY... 

Total  pay  Average  return 

1991-93                                             Thousands  of  dollars        on  equity 

Relative 
index 

1.  JOHN  P.  M0RGRIDGE  Cisco  Systems 

$967 

35.1% 

255 

2.  WILLIAM  H.  GATES  III  Microsoft 

979 

31.4 

150 

3.  WARREN  E.  BUFFETT  Berkshire  Hathaway 

300 

6.2 

114 

4.  GORDON  M.  BINDER  Amgen 

2,668 

29.6 

96 

5.  LAWRENCE  A.  HOUGH  Student  Loan  Marketing 

3,264 

45.1 

91 

...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST 

1.LE0N  HESS  Amerada  Hess 

900 

-2.1 

-131 

2.  RONALD  W.  ALLEN  Delta  Air  Lines 

2,127 

-20.2 

-111 

3.  PHILIP  E.  LIPPINC0TT  Scott  Paper 

2,515 

-4.6 

-56 

4.  THOMAS  H.  CRUIKSHAKK  Halliburton 

2,400 

^».5 

-42 

5.  JAMES  A.  UNRUH  Unisys 

4,654 

-99.9 

-31 

'Salary,  bonus,  and  long-term  compensation  paid  for  the  entire  three-year  period 

"Stock  price  at  the  end  of  1 993,  plus  dividends  for  three  years,  divided  by  stock  price  at  the  end  of  1 990 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 


stratospheric  pay  is  reserved  for  the 
hired-hand  manager.  He's  supposed  to 
be  satisfied  with  a  healthy  salary,  plus 
the  opportunity  to  participate  if  the  com- 
pany does  well. 

Such  simple  stereotypes,  though,  often 
don't  depict  the  blurrier  truths  of  the 
real  world.  Even  prominent  shareholder 
activists  and  pay  critics  view  Eisner, 
for  example,  as  something  of  a  risk-tak- 
ing entrepreneur  who  deserves  the  re- 
wards of  creating  a  thriving  enterprise. 
"If  an  executive  goes  into  a  company 
doing  as  badly  as  Disney  was  in  the 
early  1980s  and  performs  as  well  as  Eis- 
ner, he's  an  entrepreneur,"  says  Nell 
Minow,  No.  2  at  investment  fund  Lens 
Inc.  and  a  well-known  proponent  of 
shareholder  rights.  "The  fact  he  isn't 
Walt  Disney  or  Bill  Gates  is  a  distinction 
without  a  difference." 

There  are  some  slight  misgivings  on 
Disney's  board,  though. 
In  retrospect,  Raymond 
L.  Watson,  head  of  Dis- 
ney's compensation  com- 
mittee, believes  the  com- 
pany's original  deal  with 
Eisner  was  flawed,  be- 
cause all  his  stock  op- 
tions were  priced  at 
market  value  when  at 
least  some  could  have 
been  priced  at  a  premi- 
um. "None  of  us  in  our 
wildest  dreams  ever  im- 
agined we'd  be  looking 
at  a  $200  million  pay- 
day," says  Watson.  "But 
then  again,  we  never 
thought  we'd  be  talking 
about  a  market  cap  of 
$22  billion,  either." 

GOLDEN  SILENCE.  Watson 

says  that  each  year  he 
prepares  for  what  you 
would  think  would  be 
the  inevitable  question 
from  shareholders  at  the 
annual  meeting  about 
Eisner's  pay.  Yet  no  one 
has  asked  it— not  even 
this  year.  "If  you're  sit- 
ting at  home  and  you 
were  smart  enough  to 
have  held  on  to  your 
stock  for  years  like  I 
have,"  he  says,  "Michael 
has  made  you  enough 
money  that  you're  not 
going  to  get  upset." 

Eisner,  however, 
didn't  bring  about  Dis- 
ney's comeback  single- 
handedly.  It  took  the 
help  of  thousands  of 
employees,  from  the 
people  who  keep  Dis- 
ney's theme  parks  clean 
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to  the  artists  in  its  animation  studios. 
Yet  Eisner  and  a  few  members  of  his 
senior  management  team  have  reaped 
most  of  the  rewards. 

That  may  make  Eisner  the  best  ex- 
ample yet  of  what  economist  Robert  H. 
Frank  calls  a  "winner-take-all"  market,  in 
which  only  a  handful  of  top  performers 
walk  away  with  the  lion's  share.  Once 
confined  to  entertainment  and  sports, 
the  winner-take-all  phenomenon  has 
spread  to  the  world  of  business.  The  re- 
sult, says  Cornell  University's  Frank,  is 
that  stars  pocket  extremely  high  com- 
pensation relative  to  many  rivals  who 
are  only  marginally  less  able.  Because 
boards  still  set  pay  by  evaluating  what 
other  CEOs  make,  the  winner-take-all  ex- 
ecutives tend  to  bid  up  the  compensation 
for  many  others  in  those  top  jobs. 
HARDY  PERENNIALS.  Disney,  along  with 
most  other  companies,  argues  that  it's 
unfair  to  include  gains  that  result  from 
the  exercise  of  stock  options 
granted  a  decade  ago  in  a  single 
year's  pay.  The  repeated  appear- 
ance on  the  pay  list  of  Eisner 
and  other  hardy  perennials, 
however,  argues  that  such  gains 
are  virtually  annual  events. 

But  might  even  such  regular 
windfalls  be  merely  the  just  re- 
wards for  a  job  well  done?  "How 
much  is  enough  in  a  well-per- 
forming company  is  an  unex- 
plored issue,"  says  Eric  C. 
Scoones,  a  principal  at  consul- 
tants William  M.  Mercer  Inc.  "If 
shareholders  gain  a  billion  in 
market  value,  what  percentage 
should  go  to  management?  I 
don't  think  many  people  have 
sat  down  and  asked  that  ques- 
tion." Instead,  says  Scoones, 
most  compensation  committees 
simply  base  pay  on  what  CEOs 
at  peer  companies  are  getting. 

Autozone's  Hyde,  No.  3  on 
business  week's  list,  argues 
that  his  giant  package  is  the 
payoff  for  years  of  entrepre- 
neurial work  and  risk.  The  $31.1 
million  value  of  his  stock-option 
exercise  last  year  began  with 
options  received  when  he  took 
Malone  &  Hyde,  which  owned 
Autozone,  private  in  a  leveraged 
buyout  in  1984.  "I  put  all  my  as- 
sets in  the  LBO  in  exchange  for 
the  options,"  says  Hyde,  who 
has  been  president  or  chairman 
of  the  company  since  1968.  "Au- 
tozone has  been  an  incredible 
success  story,"  he  says.  The 
auto-parts  chain,  which  went 
public  three  years  ago,  saw  net 
income  jump  to  $87  million  last 


year,  up  from  $9  million  in  1989.  "I  don't 
normally  pay  myself  $32  million,  I  assure 
you,"  Hyde  says. 

Some  pay  consultants  even  wonder  ■ 
why  there  should  be  any  fuss  over 
whether  the  lavishly  paid  executive  is  an 
entrepreneur  or  a  mere  hired  gun. 
"Who's  to  bitch?"  asks  James  E.  McKin- 
ney,  a  consultant  at  Hirschfeld,  Stern, 
Moyer  &  Ross  Inc.  "The  complaints 
aren't  coming  from  institutional  inves- 
tors if  the  executive  has  performed."  In- 
deed, there  are  few  protests  at  the  com- 
panies where  pay  is  skyrocketing— from 
Travelers  to  Bear  Stearns.  After  Coca- 
Cola's  Goizueta  received  a  grant  of  re- 
stricted stock  worth  $81  million  in  1992, 
the  shareholders  stood  up  and  cheered 
their  approval  at  the  company's  annual 
meeting. 

And  to  McKinney's  question— who's 
to  bitch?— the  answer  is:  fewer  voices 
than  before.  The  United  Shareholders 
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FORTUNES  IN  THE  FUTURE 

These  chief  executives  still  have  huge  rewards  to  reap 
in  future  years  from  stock  options  that 


exercis  ad.  The  top  25  treasure  chests: 


have  yet  to  be 


Executive 

Company 

Value  of  nonexercised 
stock  options* 

Thousands 

MICHAEL  D.  EISNER 

Walt  Disney 

$161,376 

H.  WAYNE  HUIZENGA 

Blockbuster  Entertainment  93,667 

WAYNE  CALLOWAY 

PepsiCo 

81,283 

JAMES  L.  DONALD 

DSC  Communications 

50,731 

SAN  FORD  1.  WEILL 

Travelers 

47,288 

ROBERTO  C.  GOIZUETA 

Coca-Cola 

45,947 

REUBEN  MARK 

Colgate-Palmolive 

42,584 

HARRY  A  .  MERLO 

Louisiana-Pacific 

42,075 

DANIEL  P.  TULLY 

Merrill  Lynch 

40,453 

GORDON  M.  BINDER 

Amgen 

39,469 

GERALD  M.  LEVIN 

Time  Warner 

39,232 

WILLIAM  W.  McGUIRE 

United  Healthcare 

37,561 

LANDON  H.  ROWLAND 

Kansas  City  Southern 

35,486 

ANDREW  S.  GROVE 

Intel 

34,763 

CARL  E.  REICHARDT 

Wells  Fargo 

33,537 

PAUL  B.  FIREMAN 

Reebok  Intl. 

30,305 

ECKHARD  PFEIFFER 

Compaq  Computer 

29,238 

JOHN  F.  WELCH  JR. 

General  Electric 

27,849 

H.B.  ATWATER  JR. 

General  Mills 

26,571 

ANTHONY  J.  F.  O'REILLY 

H.J.  Heinz 

24,500 

EDWARD  R.McCRACKEN 

Silicon  Graphics 

23,385 

CHARLES  LAZARUS 

Toys  T  Us 

23,113 

PETER  A.  MAGOWAN* 

Safeway 

22,879 

EMERSON  KAMPEN 

Great  Lakes  Chemical 

22,820 

CHARLES  B.  WAHG 

Computer  Associates  1 

rttl.  22,548 

*  Based  on  stock  price  at  end  of  company's  fiscal  year 

DATA:  COMPANY  REPORTS 
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Assn.,  which  helped  to  stir  up  debate 
excessive  pay,  folded  its  tent  last  yet 
The  group  declared  its  mission  accom- 
plished, pointing  to  new  proxy  vot| 
rules  and  heightened  interest  in  co: 
rate  governance  issues.  Other  shareh 
er  activists,  such  as  the  California  PulH 
Employees'  Retirement  System  (0> 
PERS),  have  curtailed  their  protest] 
Some  groups,  such  as  the  Council  of  in- 
stitutional Investors,  have  even  alignl^ 
themselves  with  Big  Business  in  oppow 
tion  to  the  Federal  Accounting  StJp 
dards  Board's  proposal  to  charge  stqw 
options  to  earnings.  The  council  belie*A 
fasb's  proposed  rule  would  lower  cor> 
rate  earnings  and  harm  shareholders^ 
"OBSCENE."  Also  helping  to  turn  dow. 
the  decibel  level  has  been  evidence  p 
greater  sensitivity  in  boardrooms  a| 
executive  suites.  One  recent  exam 
Bowing  to  union  pressure,  Northwcl 
Airlines  CEO  John  H.  Dasburg  return] 
to  his  company  a  one-time 
nus  of  $750,000  that  he  w 
awarded  last  year.  The  airlin 
employees  had  agreed  to  w 
cuts  to  prevent  the  compa 
from  filing  for  bankruptcy.  D; 
burg  thought  it  was  more  i| 
portant  to  preserve  trust  r| 
tween  management  and 
rank  and  file  than  to  collect 
bonus  given  to  him  for  restn 
turing  the  airline's  finance 
"Leadership  has  a  price,"  he  e  I 
plains,  "and  sometimes  it 
eludes  my  pocketbook." 

Some  observers  also  think  i 
high  time  the  public  and  pc 
cymakers  stopped  harrying  cc 
porate  titans  on  the  issue 
compensation.  "If  we  contin  ... 
to  question  the  pay  of  our  be  : 
executives,  we  will  drive  the 
into  [privately  owned]  ente 
prise,  where  no  one  will  t< 
them  what  to  do,"  says  Arno 
S.  Ross,  a  New  York  pay  const 
tant.  "Some  of  our  best  ai 
brightest  executives  will  s 
they  don't  want  the  fight." 

Not  that  all  is  quiet  on  tl 
pay  front.  There  are  still  pop  mi 
list  management  gurus  and  ot 
ers  who  decry  the  size  of  CI  p 
paychecks,  especially  at  a  tin 
when  companies  are  continuii 
to  downsize.  "We  have  corp 
rate  CEOs  who  raise  their  p; 
20%  or  more  in  years  whe 
they  lay  off  thousands  of  pe 
pie,"  bristles  Charles  Handy, 
visiting  professor  of  manag 
ment  at  the  London  Busine: 
School.  "It's  obscene." 

And  there  is  still  at  least  oi 
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THAT'S  SOME  PAY  CAP,  BILL 


rl 
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he  people  who  make  a  living  de- 
signing those  super-rich  pay  pack- 
ages for  top  executives  are  hav- 
lg  a  hearty  laugh  these  days  at 
Washington's  expense. 
By  imposing  a  $1  million  cap  last 
ear  on  the  amount  of  executive  pay 
hat  is  deductible,  President  Clinton 
ppo  nd  Congress  had  hoped  to  put  the 
rakes  on  excessive  compensation.  The 
iw,  however,  is  having  some  unintend- 
d  consequences— to  say  the  least. 
President  Clinton  has  created  a  mini- 
mm  wage  for  CEOs,"  declares  Arnold 
.  Ross,  a  New  York  consultant  who 
esigns  pay  packages  for  executives, 
a:  \  $1  million  base  salary  is  now  the 
old  standard." 
He  and  other  consultants  say  compa- 
ies  that  used  to  pay  their  CEOs  less 
lan  $1  million  are  now 
pping  the  ante  to  the 
•!in|  ivel  of  the  cap  (table), 
teanwhile,  many  oth- 
rs  that  are  already 
aying  their  executives 
il  lore  than  $1  million 
it  k  *e  largely  ignoring  the 
tl  ew  rules,  choosing  to 
t!  >rk  over  higher  taxes 
tn|  istead. 

It  shouldn't  come  as 
mch  of  a  surprise,  con- 
dering  what  happened 
hen  legislators  im- 
osed  limits  on  the 
olden  parachutes  of 
ci  le      early  1980s. 

ubbed  by  many  the 
tim|  Bill  Agee"  bill,  in  hon- 
■  fcj  *  of  the  Bendix  chief 
the!  xecutive  who  pulled 
■ntefl  ie  ripcord  on  a  $5.4  million  parachute, 
le  law  imposed  penalty  taxes  on  com- 
inies  that  handed  out  overly  generous 
;verance  packages.  Any  golden  para- 
mte  exceeding  2.99  times  the  average 
inual  pay  of  an  executive  over  the 
revious  five  years  was  subject  to  the 
3nalty  tax. 

INFINITE  WISDOM."  The  upshot:  A  law 
lat  was  intended  to  limit  the  use  of 
arachutes  has  created  something  of 
standard.  Many  companies  with  then- 
epical  parachutes  that  paid  one  year's 
ilary  quickly  raised  them  to  exactly 
le  2.99  figure.  Other  companies  that 
ever  had  golden  parachutes  quickly 
at  them  into  effect  for  their  execu- 
ves.  "Directors  said:  'Why  should  we 
aestion  the  infinite  wisdom  of  Con- 
fess? If  Congress  is  saying  that's  rea- 
mable,  why  not?'"  says  Peter  Chin- 


gos,  who  heads  the  executive-pay  prac- 
tice at  kpmg  Peat  Marwick. 

A  decade  later,  the  government's  ef- 
fort to  put  a  damper  on  executive  sal- 
aries is  also  having  the  opposite  of  its 
intended  effect.  Philip  Morris  Cos.,  for 
example,  paid  CEO  Michael  A.  Miles 
exactly  $1  million  in  base  pay  last  year, 
up  from  $950,000  a  year  earlier.  The 
company's  explanation?  The  hike  oc- 
curred only  because  "of  salary  increas- 
es that  became  effective"  in  mid-July  of 
1992.  Dun  &  Bradstreet  Corp.,  mean- 
time, raised  the  salary  of  its  chief  exec- 
utive, Charles  W.  Moritz,  by  6.4%  last 
year  to  $988,615-just  $11,385  below 
the  cap. 

The  new  law  limits  the  deductibility 
only  of  pay  that  isn't  linked  to  some 
specific  measure  of  performance,  such 


MAKE  IT  AH  EVEN  MILLION 


Here's  a  sampling  of  CEOs  whose  salaries  rose  to  exactly  $1  million 
last  year  in  the  wake  of  a  new  law  capping  the  corporate  tax  deduc- 
tion on  executive  pay: 

Executive                              Company                                1992  salary           1993  salary 

ECKHARD  PFEIFFER 

Compaq 

$921,400 

$1,000,000 

CHARLES  B.  WANG 

Computer  Associates  1 

ill.  750,000 

1,000,000 

LAWRENCE  J.  ELLISON 

Oracle  Systems 

900,000 

1,000,000 

A.J.C.  SMITH 

Marsh  &  McLennan 

893,750 

1,000,000 

MICHAEL  A.  MILES 

Philip  Morris 

950,000 

1,000,000 

DATA  COMPANY  REPORTS 


as  shareholder  returns  or  return  on 
equity.  Many  companies  that  are  al- 
ready over  the  $1  million  mark  are 
piling  on  performance-related  compen- 
sation that  qualifies  for  the  deduction. 
They're  seeking  shareholders'  approval 
of  new  plans  that  would  allow  them 
to  continue  to  deduct  most  of  the  pay 
they  dish  out  to  executives.  The  shift 
to  performance-related  pay  is  one  rela- 
tively favorable  outcome  of  the  new 
law— along  with  a  requirement  that 
such  plans  be  proposed  by  compensa- 
tion committees  composed  of  indepen- 
dent, outside  directors. 

But  even  in  these  cases,  there's  a 
new,  unintended  wrinkle:  Some  compa- 
nies are  creating  generous  bonus  for- 
mulas that  will  likely  push  incentive 
pay  higher.  The  reason  is  that  the  di- 
rectors now  have  less  discretion  to  pay 


what  they  want  if  bosses  happen  to 
miss  their  mathematical  targets.  So 
boards  are  setting  easier  hurdles  for 
payouts  and  increasing  the  pool  of 
money  that's  available  for  bonuses. 
"There  will  be  lower  thresholds  and 
higher  maximum  payments,"  says  con- 
sultant Pearl  Meyer.  "Over  time,  pay 
levels  are  going  to  creep  up  just  be- 
cause of  this." 

HATE  THE  MEDDLING.  Another  way  to 
comply  with  the  new  cap,  of  course,  is 
simply  to  cut  executive  pay  outlays. 
Not  surprisingly,  few  if  any  boards 
have  taken  that  route.  Indeed,  many 
companies  publicly  chose  not  to  re- 
structure all  their  executive  pay  plans 
to  qualify  for  the  deduction,  prefer- 
ring instead  to  hand  over  higher  corpo- 
rate taxes.  The  reason:  They  resent 
government  meddling 
in  their  decision  to  set 
pay.  A  survey  of  100 
top  companies  by  Pearl 
Meyer  &  Partners  Inc. 
in  New  York  found  that 
one-third  have  one  or 
more  pay  plans  that 
don't  qualify,  while  an 
additional  third  are  still 
studying  the  matter. 

Bethlehem  Steel 
Corp.,  for  example,  will 
continue  granting  re- 
stricted stock  to  its  ex- 
ecutives, even  though 
the  awards  fail  to  qual- 
ify for  the  deduction. 
Union  Carbide  Corp. 
decided  against  qualify- 
ing its  cash  plans.  Eli 
Lilly  &  Co.  declined  to 
alter  its  annual  incentive  plan  for  top 
executives.  The  company  said  it  want- 
ed to  retain  the  flexibility  to  reward 
executives  as  it  sees  fit. 

As  a  result,  the  $1  million  cap,  far 
from  curbing  executive  pay,  actually 
penalizes  shareholders.  Rather  than  al- 
lowing Uncle  Sam  to  set  pay  levels, 
many  companies  are  opting  to  pay  ex- 
tra taxes— which  come  out  of  earnings. 
"It's  a  good  example  of  the  perverse 
effects  you  can  get  when  you  try  to 
use  the  tax  code  to  dictate  policy  out- 
comes," says  James  E.  Heard,  chief 
executive  of  Institutional  Shareholder 
Services  Inc.,  which  advises  large  in- 
vestors on  corporate  issues.  When  it 
comes  to  the  notion  of  a  $1  million 
minimum  wage,  perverse  may  be  an 
understatement. 

By  John  A.  Byrne  in  New  York 
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significant  shareholder  challenge  to  exec- 
utive-pay plans.  The  New  York  City 
Teachers'  Retirement  System  is  urging 
the  shareholders  of  Westinghouse  Elec- 
tric Corp.  to  vote  against  a  proposed 
long-term  incentive  plan  for  executives. 
The  public  pension  fund,  which  owns 
483,000  shares  of  Westinghouse  stock, 
believes  the  plan  "irresponsibly  rewards" 
Robert  A.  Watson,  former 
chairman  of  the  company's  fi- 
nancial services. 

Watson,  no  longer  a  West- 
inghouse employee,  received 
more  than  $10  million  for  18 
months  of  work  dismantling 
the  company's  finance  arm. 
The  new  plan  would  give  him 
an  extra  80,000  stock  options. 
"I  don't  know  how  you  'incent' 
one  to  perform  long-term 
when  he  no  longer  works  for 
the  company,"  says  Jon  Lukomnik,  New 
York  City's  deputy  comptroller.  "It's  out 
of  control." 

NO  LIMITS.  Yet  even  on  this  dispute, 
there's  no  agreement  among  sharehold- 
er-rights advocates.  Westinghouse,  for 
example,  gained  the  support  of  CalPERS, 
although  the  pension  fund  is  reconsider- 
ing its  stance.  Adds  Minow,  an  advo- 
cate of  "relationship  investing":  "I'm  sor- 
ry Westinghouse  got  into  such  a  mess 
that  they  had  to  pay  someone  to  get 
them  out  of  it.  But  they  did,  and  he 
did.  We  don't  object  to  it." 

Still,  most  agree  there  are  fewer 
shareholder  proposals  on  pay  this  year. 
"It's  because  there  is  more  negotiation 


This  year, 
investors  are 
doing  less 
complaining 
about  high 
pay.  "Who's 
to  bitch?" 


going  on  between  funds  and  companies 
even  before  the  actual  proxy  season 
takes  place,"  says  Anne  Hansen,  deputy 
director  of  the  Council  of  Institutional  In- 
vestors. "Only  when  talks  break  down  is 
there  a  proxy  proposal." 

Some  cynics  wonder,  though,  whether 
the  more  militant  state  pension  funds 
haven't  been  neutralized  with  a  bit  of 
political  pressure.  In  Califor- 
nia, for  example,  Governor 
Pete  Wilson  suggested  that 
the  law  should  be  modified  to 
permit  him  to  name  a  majority 
of  the  trustees  on  CalPERS 
board  who  might  have  been 
less  supportive  of  the  pension 
fund's  activist  stance.  Al- 
though the  law  failed  to  pass, 
CalPERS  appears  to  many  ob- 
servers to  have  become  less 
militant. 


Nor  are  money  managers,  who  control 
huge  blocks  of  stock,  much  inclined  to 
vote  against  management  and  its  com- 
pensation plans.  If  they're  seen  as  too 
activist,  claims  Crystal,  they  fear  they'll 
be  punished  by  corporate  pension  funds 
that  they  already  manage  or  hope  to 
manage. 

As  for  last  year's  one  concrete  legisla- 
tive effort  at  reform— the  new  $1  million 
deductibility  cap  on  the  compensation 
of  the  five  highest-paid  executives  of 
public  corporations— few  pay  experts 
think  it  will  have  much  effect.  Compa- 
nies are  either  willing  to  pay  the  extra 
corporate  taxes  or  are  shifting  more  pay 
into  stock  options  and  similar  plans. 


Such  performance-based  compensati] 
can  still  be  deducted  with  no  limits 
corporate  tax  returns. 

Disney,  for  example,  can  deduct  who- 
ever it  pays  Eisner,  because  with  the  i 
ception  of  his  $750,000  annual  salary, 
of  his  pay  is  based  on  performance.  Tl 
is  true  of  his  stock  options  as  well  as 
incentive  plan  that  entitles  him  to  a  1 
nus  equal  to  2%  of  Disney's  after 
profits  in  excess  of  an  11%  return 
equity.  At  current  levels,  Eisner  sta 
to  gain  a  bonus  of  2<£  for  each  $1 
company  earns  when  its  net  income 
ceeds  $550  million. 

By  maintaining  the  deductibility 
such  plans,  the  hope  was  that  the  lej 
lation  would  forge  better  links  betwe 
pay  and  performance.  Yet  Crystal  e 
some  other  academic  observers  of 
ecutive  pay  still  see  little  real  relati 
ship.  Although  Crystal  hasn't  yet  stud: 
last  year's  pay,  he  says  that  only  2% 
the  variation  in  CEO  pay  packages 
1992  could  be  explained  by  differences! 
company  performance  at  the  180  largi 
corporations. 

To  shareholders  at  Disney,  thou 
such  surveys  are  merely  academic.  O' 
the  past  decade,  Eisner  has  built  the: 
Magic  Kingdom.  It  would  be  Goofy 
start  complaining  now. 

By  John  A.  Byrne,  with  Lori  Bongi 
no,  in  New  York  and  Ronald  Graver 
Los  Angeles 
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For  information  on  reprints  of  this  Special  Report, 
Business  Week  Reprints  at  609  426-5494,  or  v| 
to  Business  Week  Reprints,  P  O  Box  457,  HightstoJ 
N.J.  08520. 


COMPENSATION  SCOREBOARD  GLOSSARY 


■  f  the  system  worked  perfectly,  executive 
I  pay  would  rise  when  the  boss  delivered  the 

■  goods  for  shareholders.  And  it  would  fall 
when  corporate  performance  declined.  But  it 
doesn't  always  happen  that  way. 

In  this  Scoreboard,  BUSINESS  WEEK,  along 
with  Standard  &  Poor's  Compustat,  attempts  to 
measure  how  closely  pay  matches  perfor- 
mance. The  study  uses  two  approaches:  It  com- 
pares an  executive's  total  compensation  with 


the  company's  total  return  to  shareholders  in 
stock  appreciation  and  dividends  over  three 
years.  A  second  comparison  measures  pay 
against  corporate  profitability  for  the  same  pe- 
riod. Three  years  of  data  are  examined  to  mini- 
mize the  impact  of  single-year  windfalls. 

The  Scoreboard  companies  boast  market 
values  that  are  among  the  500  largest  in  the 
latest  BUSINESS  WEEK  1000  for  which  1993 
compensation  data  are  available.  Each  com- 


pany is  assigned  to  one  of  nine  indus 
groups.  Then,  each  executive's  pay,  the  cc  111  I 
pany's  total  return  to  shareholders,  and  I 
company's  profit  record  are  measured  agai 
the  others  in  the  group. 

Performance  ratings  are  given  only  wf 
three  years  of  data  are  available.  On  a  sc 
of  5,  1  indicates  the  best  performance;  5  is 
worst.  The  top  15%  of  the  sample  receives 
25%  a  2,  30%  a  3,  20%  a  4,  and  1 0%  a  5. 


1991-93  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDER'S  RETURN 

Total  compensation  is  the  sum  of  an  executive's  salary,  bonus,  and  long- 
term  compensation  for  the  three  years. 

Value  of  $100  invested  is  the  yearend  1993  value  of  a  $100  invest- 
ment in  the  company  made  three  years  earlier,  including  both  share- 
price  appreciation  and  dividends. 

Rating  shows  how  an  executive  stacks  up  against  industry  peers,  mea- 
sured in  terms  of  pay  relative  to  total  return  to  shareholders.  The  rating  is 
based  on  an  index  in  which  the  value  of  the  investment  at  the  end  of  the 
three-year  period  is  divided  by  an  executive's  total  pay  and  then  com- 
pared with  other  executives  in  the  same  industry  group 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  over  the  thr 
year  period. 

Change  in  ROE  is  the  improvement  or  decline  in  the  company's  pi 
itability  over  the  1991  -93  period,  expressed  in  terms  of  a  percentage. 

Rating  shows  how  an  executive  compares  with  industry  peers  in  pay 
company  profitability.  The  rating  is  based  on  an  index  that  provic 
equal  weight  to  the  company's  overall  ROE  as  well  as  its  improvemen 
decline  during  the  past  three  years.  Both  these  measurements  are  di\ 
ed  by  an  executive's  total  pay  and  then  compared  with  others  in 
same  industry  grouping. 


ft 
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Footnotes:  tlndicates  executive  retired  in  1993-94  {May  exclude  option  gains  in  earlier  years  e=estimated  NA=not  available  NM^not  meaningful 
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TOTAL 
COMP 
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RATING 

ROE 
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CHANGE 
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% 

RATING 

AEROSPACE    (INDUSTRIAL:  HIGH  TECH) 

EIHG 

25438  0 
13.8 

F.  Shrontz,  chmn.  &  CEO 
D.  D.  Thornton,  exec  v-p 

1421 
877 

3 

10 

170 
742 

4961 
5261 

102 

H 

m 

17.5 

-30.3 

® 

m 

tm  A I  fivu  a  mm  ire 

IERAL  DYNAMICS 

3187.0 
24.2 

J.  R.  Mellor,  pres.  &  CEO  2777* 
W.  A.  Anders,  chmn.  &  CEOt                    2 1 62  * 

'Includes  $757,388  &  $1 . 1  mil  other  annual  compensation. 

-28        4510"       26852         580  [3] 
-72        8400**       46562  LU 
"Includes  $3. 1  mil  &  $8.4  mil  from  employment  agreement. 

18.8 

NA 

m 
® 

XHEED 

13071.0 
17.3 

D.  M.  Tellep,  Chmn.  &  CEO 

V.  N.  Marafino,  vice-chmn.,  CFO 

1413 
1 138 

5 
5 

203 
802 

4540 
4570 

221 

LU 

m 

15.5 

19.1 

® 

13. 

RTIN  MARIETTA 

9435.7 
21.6 

N.  R.  Augustine,  chmn.  &  CEO 
A.  T.  Young,  pres.  &  COO 

1651 
1068 

18 
6 

1946 
1363 

9956 
6057 

213 

LU 
® 

18.9 

1.5 

® 
® 

>OHNELL 

IGUS 

14474.0 

10.5 

J.  F.  McDonnell,  chmn.  &  CEO 
G.  A.  Johnston,  pres.  &  COO 

1055 
940 

54 

56 

0 

1635 

2591 
3907 

286 

m 
lu 

14.3 

34.4 

® 
® 

TED 

HNOLOGIES 

21081.0 
12.3 

R.  F.  Daniell,  chmn.  &  CEO 
G.  David,  pres.  &  COO 

1901 
1479 

88 
115 

885 
936 

7198 
5728 

141 

m 

H 

-5.1 

-7.7 

a 
a 

AIRLINES 

(TRANSPORTATION) 

R 

15816.0 
-4.5 

R.  L.  Crandall,  chmn.,  pres.  &  CEO 
D.  J.  Carry,  exec,  v-p  &  CFO 

630 
491 

1 

5 

300 
382 

2828 
2653 

139 

12; 
H 

-8.3 

NA 

a 
a 

TA  AIR  LINES 

12294.8 
-18.8 

R.  W.  Allen,  chmn.,  pres.  &  CEO 

T.  J.  Roeck,  Jr.,  sr.  v-p-finance  &  CFO 

495 

267 

-4 
3 

276 
0 

2127 
920 

103 

[2! 

'2: 

-20.2 

NM 

LU 

LU 

APPLIANCES    (CONSUMER  PRODUCTS) 

(TAG 

2987.1 

8.7 

L.  A.  Hadley,  chmn.  &  CEO  878 
J.  A.  Schiller,  exec,  v-p  &  CFO*  474 

•Resigned  1 0/3 1  /93  (acting  CFO  until  1 2/3 1/93). 

34 

7 

307 
157 

2605 
1761 

184 

m 
m 

5.1 

-10.4 

LU 

a 

IRLPOOL 

7533.0 
14.0 

D.  R.  Whitwam,  chmn.  &  CEO 
W.  D.  Marohn,  pres.  &  COO 

2100 
946 

6 
25 

9737 
3489 

16351 
6120 

297 

® 
® 

12.7 

177.2 

a 

LU 

AUTOMOTIVE    (CONSUMER  PRODUCTS) 

IYSLER 

43600.0 
34.2 

R.  J.  Eaton,  chmn.  &  CEO 
R.  A.  Lurz,  pres.  &  COO 

May  contain  data  from  preliminary  source. 

2950 
2323 

146 
106 

6287 
7410 

NA 
14187 

436 

10.4 

NM 

NA 

LU 

IA 

5563.0 
16.0 

S.  J.  Morcott,  chmn.,  pres.,  CEO  &  COO 
B.  R.  Reimer,  exec,  v-p 

1254 
638 

16 
18 

348 
306 

3654 
1913 

216 

m 
m 

7.8 

122.4 

® 
® 

DN 

4401.0 
16  3 

W.  E.  Butler,  chmn.  &  CEO 

S.  R.  Hardis,  vice-chmn.,  CFO  &  CAO 

1269 
801 

32 
25 

160 
277 

3397 
2731 

216 

m 
lu 

12.0 

9.9 

LU 
LU 

IERAL  MOTORS 

138219.0 

37.7 

J.  F.  Smith,  Jr.,  pres.  &  CEO 
W.  E.  Hoglund,  exec.  v-p$ 

May  contain  data  from  preliminary  source. 

1375 
775 

84 
31 

45 
0 

2743 
1920 

171 

m 

2 

-10.0 

NA 

m 

CD 

CAR 

3541.5 
12.8 

C.  M.  Pigott,  chmn.  &  CEO 

D.  J.  Hovind,  pres. 

*Bonus  for  1  993  has  not  been  determined. 

752* 
440* 

-42 

-33 

413 
121 

4263 
1776 

204 

LU 
LU 

7.7 

105.5 

LU 
LU 

1ANKS&  BANK  HOLDING  COMPANIES   (financial services) 

IC  ONE 

7227.0 
16.9 

J.  B.  McCoy,  chmn.  &  CEO 
D.  L.  McWhorter,  pres.  &  COO 

2063 
1  194 

6 
13 

708 
432 

7434 
4142 

209 

® 
LU 

15.6 

15.8 

LU 

13] 

IK  Of 
TON 

7396.0 
10.6 

1.  Stepanian,  chmn.  &  CEO 
C.  K.  Gifford,  pres.  &  COO 

1569 
1100 

21 
13 

153 
107 

6068 
3435 

370 

lu 
m 

5.6 

NA 

ffl 

m 

IK  Of 
-YORK 

3822  0 
14  1 

J.  C.  Bacot,  chmn.  &  CEO 
S.  F.  Chevalier,  vice-chmn. 

2876 
1294 

63 
36 

0 

355 

5486 
3520 

349 

lu 
m 

9.5 

27.9 

LU 
LU 

IKAMERICA 

15900.0 
12.1 

R.  M.  Rosenberg,  chmn.,  pres.  &  CEO  2200 
L.  W.  Coleman,  vice-chmn.,  CFO  &  treas.      1 352 

*lncludes  $34 1,517  paid  under  employment  agreement. 

9 
13 

342* 
773 

9794 
6763 

190 

H 
ffl 

12  8 

-15.5 

a 
a 

IKERS  TRUST 
r  YORK 

7800.0 
24.4 

C.  S.  Sanford,  Jr.,  chmn.  &  CEO 
E.  B.  Shanks,  Jr.,  pres. 

8866 
7388 

142 
146 

2945 
706 

24308 
17871 

203 

ES 
LU 

22.8 

-2.7 

a 
a 

RETT  BANKS 

3130.0 
15.1 

C.  E.  Rice,  chmn.  &  CEO                           22 1 0*  43 
A.  L.  Lastinger,  Jr.,  pres.  &  COO                  983  15 

'Includes  $509,377  cash  payment  for  exercising  stock  options. 

972 
519 

6284 
3350 

241 

LU 
LU 

9.9 

252.4 

LU 
LU 

TMEN'S 
{SHARES 

21070 
14.9 

A.  B.  Craig  III,  chmn.,  pres.  &  CEO 
S.  B.  Hayes  III,  v-chmn. 

961 
670 

3 
3 

409 
325 

3701 
2642 

209 

m 
® 

12  7 

26.2 

LU 
LU 

SE  MANHATTAN 

1 1417.0 
4.8 

T.  G.  Labrecque,  chmn.  &  CEO 
A.  F.  Ryan,  pres.  &  COO 

2257 
1804 

63 
64 

2080 
1530 

7692 
5852 

357 

12! 

® 

8.3 

NA 

LU 
LU 
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COMPANY 


EXECUTIVE 


1993  COMPENSATION 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 
S000 


%  CHANGE 
FROM 
1992 


LONG- 
TERM 

COMP 
$000 


1991-93  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PRO 
TOTAL         $  VALUE 

COMP         OF  $100  RC 

$000         INVESTED  RATING  "A 


CHANGE 
IN  ROE 


CHEMICAL 

12427.0 

J.  F.  McGillicuddy,  chmn.  &  CEOf 

3350 

49 

3398 

1  1048 

407 

si 

9.0 

109.3 

ml 

BANKING 

14.9 

W.  V.  Shipley,  pres. 

2250 

13 

0 

5950 

LU 

si 

CITICORP 

32196  0 

J.  S.  Reed,  chmn.  &  CEO 

4150 

90 

2240 

9787 

298 

SI 

2.4 

627.3 

SI 

15.9 

W.  R.  Rhodes,  vice-chmn. 

1575 

9 

53 

3532 

lu 

si 

COR  ESTATES 

201 4.0 

T.  A.  Larsen,  chmn.,  pres.  &  CEO 

1133 

-4 

287 

4394 

1 84 

LU 

1 6  0 

116  3 

QJ 

FINANCIAL 

17.6 

r   E   Reed,  pres.-  Phil.  Nai  l.  Bonk 

528 

4 

261 

2159 

LU 

5| 

FIFTH  THIRD 

954.0 

G.  A.  Schaefer,  Jr.,  pres.  &  CEO 

799 

1  i 

703 

3086 

248 

lh 

1 6. 1 

6  6 

prj 

BANCORP 

16  4 

G.  W.  Landry,  exec,  v-p 

424 

18 

121 

1435 

lh 

[p 

FIRST  BANK  SYSTEM 

223  1  0 

J.  F.  Grundhofer,  chmn.,  pres.  &  CEO 

1315 

1 5 

2287* 

7076 

257 

LU 

1 1 .2 

30.5 

[3] 

13.7 

R.  A.  Zona,  vice-chmn.  &  CFO 

536 

9 

846 

251  1 

LU 

si 

'Includes  $3 1 8,247  deferred  under  employment  agreement. 

FIRST  CHICAGO 

4827  0 

R.  L.  Thomas,  chmn.  &  CEO 

2030 

74 

313 

4591 

289 

LU 

6.3 

132.6 

LU 

21.3 

L.  F.  Mullin,  pres.  &  COO 

1001 

77 

237 

2560 

m 

LU 

FIRST  FIDELITY 

2429  0 

A.  P.  Terracciano,  chmn.,  pres.  &  CEO 

1213 

13 

848 

5689 

280 

m 

14.0 

NA 

LU 

BANC0RP0RATI0N 

15  7 

W.  Schoellkopf,  vice-chmn. 

685 

7 

267 

2434 

m 

LU 

FIRST  INTERSTATE 

3898.0 

E.  M.  Carson,  chmn.  &  CEO 

1846 

0 

44 

4421 

292 

LU 

2  8 

-0.9 

a 

BANCORP 

16.0 

W.  E.  B.  Siart,  pres. 

1481 

2 

0 

3560 

m 

LU 

FIRST  UNION 

5755.0 

E.  E.  Crutchfield,  Jr.,  chmn.  &  CEO 

1650 

8 

1095 

7358 

294 

lu 

12.5 

42.6 

LU 

15.3 

J.  R.  Georgius,  pres. 

1201 

13 

7!3 

5000 

® 

LU 

FIRSTAR 

1209  0 

R.  L.  Fitzsimonds,  chmn.  &  CEO 

927 

18 

144 

2659 

235 

LU 

15.7 

22.7 

LU 

17.4 

J.  A.  Becker,  pres.  &  COO 

663 

17 

90 

1918 

m 

LU 

FLEET  FINANCIAL 

4678.0 

T.  Murray,  chmn.,  pres.  &  CEO 

1892 

13 

0 

7148 

328 

m 

9  9 

NA 

LU 

GROUP 

15  3 

H.  J.  Sarles,  vice-chmn. J; 

863 

4 

0 

3186 

LU 

LU 

HUNTINGTON 

1542.0 

F.  G.  Wobst,  chmn.  &  CEO 

1465 

32 

1777 

6414 

332 

LU 

15.5 

64.9 

LU 

BANCSHARES 

17.9 

Z.  Sofia,  pres.,  treas.  &  COO 

823 

27 

106 

3409 

LU 

i 

MBNA 

1392  8 

A.  Lerner,  chmn.  &  CEO 

1817 

53 

0 

4197 

NA 

NA 

26.6 

NA 

NA 

28.5 

C.  M.  Cawley,  pres. 

1910 

53 

2178 

10937 

NA 

NA 

MELLON  BANK 

3237  0 

F.  V.  Cahouet,  chmn.,  pres.  &  CEO 

1391 

6 

10125 

17509 

241 

a 

14.5 

14.3 

a 

11.0 

W.  K.  Smith,  vice-chmn. 

65  7 

15 

1897 

4957 

LU 

LU 

J.  P.  MORGAN 

1 1941.0 

D.  Weatherstone,  chmn.  &  CEO 

3100 

27 

5556 

19266 

172 

LU 

19.5 

14.4 

a 

18.2 

D.  A.  Warner  III,  pres. 

2630 

28 

4024 

13809 

LU 

a 

NATIONAL  CITY 

2702.0 

E.  B.  Brandon,  chmn.  &  CEO 

1049 

5 

386 

5125 

176 

LU 

14.1 

4.2 

LU 

15  1 

D.  A.  Daberko,  pres.  &  COO 

659 

8 

139 

2314 

13, 

LU 

NATIONSBANK 

10392  0 

H.  L.  McColl,  Jr.,  chmn.  &  CEO 

2600 

2 

0 

14092 

234 

LU 

10.1 

12  0 

a 

13.1 

J.  W.  Thompson,  vice-chmn. 

1375 

25 

0 

6758 

a 

a 

NBD  BANCORP 

3208.0 

C.  T.  Fisher  III,  Chmn.  &  CEO 

2467 

53 

1957 

10312 

149 

a 

13.6 

2.6 

LU 

15.2 

V.  G.  Istock,  vice-chmn. 

840 

-2 

646 

4325 

a 

LU 

NORTHERN 

1259.0 

D.  W.  Fox,  chmn.,  pres.  &  CEO 

1031 

6 

1  157 

5965 

212 

LU 

16.9 

-1 1.3 

LU 

TRUST 

16.5 

B.  G.  Hastings,  sr.  exec,  v-p 

542 

18 

1023 

2949 

LU 

LU 

NORWEST 

52770 

R.  M.  Kovacevich,  pres.  &  CEO 

2323 

63 

3997 

12439 

251 

a 

17.0 

214.6 

LU 

19.4 

L.  S.  Biller,  exec,  v-p 

1 330 

75 

1 130 

6934 

a 

LUj 

PNC  BANK 

41  46  0 

T.  H.  O'Brien,  chmn.  &  CEO 

2003 

1 1 

2025 

8792 

296 

LU 

14.6 

595  6 

SI 
1 

18.1 

J.  E.  Rohr,  pres. 

86  1 

18 

637 

3716 

LU 

SIGNET 

1 169.0 

R.  M.  Freeman,  chmn.  &  CEO 

1019 

19 

2238 

4982 

704 

lh 

9.5 

235.1 

LUI 

BANKING 

18.8 

M.  S.  McDonald,  pres.  &  COO 

696 

15 

1464 

3632 

LU 

LU 

STATE  STREET 

1532.0 

M.  N.  Carter,  chmn.,  pres.  &  CEO 

1094 

9 

0 

3208 

223 

LU 

16.7 

-3.6 

LU 

BOSTON 

16.3 

N.  A.  Lopardo,  exec,  v-p 

818 

0 

3 

2308 

LU 

LU 

SUNTRUST  RANKS 
junmuji  Dun R j 

30890 

J.  B.  Williams,  chmn.  &  CEO 

756 

]  ] 

720 

7524 

2 1 2 

[31 

1 4.3 

-1 3.7 

LU 

13.1 

L.  P.  Humann,  pres. 

454 

1  1 

450 

3544 

LU 

LI 

II  t  RANfORP 

1966  0 

R.  L.  Breezley,  chmn.  &  CEOf 

750 

p 

300 

2727 

202 

m 

1  LI 

1  4  1 

-3  5 

(51 

14.7 

G.  B.  Cameron,  vice-chmn. 

474 

53 

200 

2138 

LU 

LU 

WAmnuia 

2750  0 

J.  G.  Medlin,  Jr.,  chmn.  &  CEOf 

1243 

i 

663 

7129 

1  74 

[31 
1 J 

1 3  7 

5  8 

[51 

16.3 

L.  M.  Baker,  Jr.,  pres.  &  COO 

710 

28 

50/ 

2959 

LU 

LU 



IIELu  fHRW 

4854.0 

C.  E.  Reichardt,  chmn.  &  CEO 

2  !  2  5 

1  74 

1  79 

3854 

236 

[51 

7  6 

-34  0 

LU 

15.3 

P.  Hazen,  pres. 

1659 

188 

0 

2809 

1 

LU 

6 

(CONSUMER  PRODUCTS) 

ANHEUSER-BUSCH 

1 1505  3 

A.  A.  Busch  III,  chmn.,  pres.  &  CEO 

1836 

-9 

0 

15179 

123 

a 

18.9 

-390 

a 

14.0 

J.  E.  Ritter,  exec,  v-p,  CFO  &  CAO 

956 

8 

0 

5949 

[4] 

a 

COCA-COLA 

13957.0 

R.  C.  Goizueta,  chmn.  &  CEO 

3654 

1  4 

10859 

89914 

199 

LU 

44  2 

32  1 

a 

47  7 

M.  D.  Ivester,  exec,  v-p 

790 

14 

493 

3517 

LU 

LU 

COCA-COLA 

5465.0 

S.  K.  Johnston,  Jr.,  vice-chmn.  &  CEO 

1437 

0 

1010 

6864 

99 

LU 

-2  9 

NM 

LU 

ENTERPRISES 

-1.2 

H.  A.  Schimberg,  pres.  &  COO 

1279 

10 

1376 

6386 

LU 

LU 

PEPSICO 

25020.7 

D.  W.  Calloway,  chmn.  &  CEO 

2982 

26 

0 

16087 

163 

a 

22.9 

12.6 

LU 

25.1 

R.  A.  Enrico,  vice-chmn. 

1232 

1 

0 

17921 

LU 

a 
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EXECUTIVE  COMPENSATION  SCOREBO/! 


WITH  TAURUS  SHO, 
WHO  NEEDS  COFFEE  IN  THE  MORNING? 


mo  TAURUS 

america's 
jest-selling  car. 
again: 

Skip  the  coffee.  There's  no  better 
ay  to  begin  the  day  than  with 
serious  dose  of  Taurus  SHO. 
ight  there  in  your  garage  is  a 
4-valve  caffeine-free  wake-up 
ill.  But  the  SHO's  stimulating 
aalities  are  not  limited  to  its 
irformance  alone. 
>HO's  sleek  good  looks  are  a 


within.  Then,  behind  the  wheel 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stays 
on  the  road. 

EYE-OPENING  PERFORMANCE. 

This  220-horsepower  eye- 
opener  will  turn  your  commute 
into  the  ideal  way  to  enjoy  speed- 
sensitive  variable-assist  steering 
and  the  newly  refined  four-wheel 
sport-tuned  suspension.  And  since 
the  power  of  SHO's  24-valve 
DOHC  engine  is  balanced  by  a 


tern  and  dual  air  bags?*  you'll  be 
able  to  concentrate  on  a  world- 
class  driving  experience. 

Isn't  it  time  to  awaken  the 
performance  driver  within?  Ford 
Taurus  SHO.  Your  commute 
will  never  be  the  same. 

*  Based  on  1993  CY  manufacturer's  reported  retail  deliveries 

*  Always  wear  your  safety  belt 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


V 


COMPANY 


EXECUTIVE 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


1993  COMPENSATION 

LONG- 
TERM 
COMP 
$000 


1991-93  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 


SALARY 
&  BONUS 
S000 


% CHANGE 
FROM 
1992 


TOTAL 
COMP 
$000 


S  VALUE 
OF  $100 

INVESTED  RATING 


CHANGE 
IN  ROE 


7  BUILDING  MATERIALS  (industrial  lowtech) 


PPG  INDUSTRIES  5753  9      V.  A.  Sarni,  chmn.  &  CEO*t  1081  -21  674  6149 

119      R.  M.  Rompala,  group  v-p-coatings  &  resins    696  2  0  1983 

•Retired  9/1/93. 


174 


® 


10.5 


-36.0 


SHERWIN-WILLIAMS 


2949  3 
16.0 


J.  G.  Breen,  chmn.  &  CEO 
T.  A.  Commes,  pres.  &  COO 


1283 
792 


1090 
338 


6450 
4257 


15.6 


-0.4 


8  CHEMICALS  (industrial:  lowtech) 


AIR  PRODUCTS  £ 

3342  0 

H.  A.  Wagner,  chmn.,  pres.  &  CEO 

900 

1 7 

6 1 6 

3 1 08 

]  71 

m 

LU 

1 2  1 

it)./ 

CHEMICALS 

9  7 

J.  R.  Lovett,  exec,  v-p 

444 

-2 

759 

2651 

151 

[3 

A  MFD  If  A II 

AO~7  A  Q 

A      1      rnf|nIL      -Umn      B  f~CC*\ 

A.  J.  t_osieiior  chmn.  &  LtU 

1  A 

0  1  A 
£  1  4 

0  1  or 

1  UO 

Lil 

5.4 

NM 

CYANAMID 

V  IMIIM 111  1  V 

-]  2.0 

F.  V.  AtLce,  pres. 

704 

4 

1 45 

2720 

l4l 

1  J 

ARC0 

3 1 92  0 

m.  tt.  nirsig,  pres.  o»  v—cv_/ 

773 

D 

0 

2059 

1 44 

m 

LU 

1  Z.J 

-00  1 
/Z.J 

ni 

CHEMICAL 

vniiniuifc 

1 3  6 

Art.  O.  Schloncjer,  sr.  v-p 

473 

-] 

0 

1314 

m 

LU 

DOW  (  HTM  If  Al 

i  o\jo\j.\j 

r.  r.  rOpOn,  CnrTin.  at  vtU 

1 484 

85 

1 76 

4091 

1 36 

Lil 

-49  8 

7  9 

W.  S.  Stovropoulos,  pres.  &  COO 

8 1 3 

1 03 

1 25 

2075 

f3l 

vurvn 1 

07AOO  r\ 

c.      vvooiara,  jr.,  cnmn.,  cm  v.c^ 

1  242 

u 

1  AO  *\ 

OOTO 

1  AO 

L±l 

7  T 

/  .0 

—A  A  A 
OA. 4 

5  1 

0.  S.  Nicondros,  vice~chmn. 

978 

9 

0 

6372 

LiJ 

FACTMAM  f  HEMIf  Al 

3903  0 

E.  vV.  Deavenport,  chmn.  &  CEO 

776 

2 

90 

2239 

NA 

NA 

NA 

NA 

IN, 

9  9 

R.  W.  Bourne,  Jr,  v*chmn.  &  exec,  v-p 

494 

-14 

93 

1615 

NA 

nI 

FllfiFI  IIAEtlk 

CflVCLUHnU 

o 1  0 

r\  p   c_:»k  _-„«.   ft.  fc.r\ 
V-/.  k.  iniiin,  pres.  &  ttu 

1  OKA 

1  oouz 

fZl 

in  1 
1  U.  1 

—AQ  0 

3.1 

L.  D.  LaTorre,  sr.  v-p  &  COO 

630 

-9 

2284 

6610 

!->! 

W.  R.  GRACE 

1792  0 

J.  P.  Bolduc,  pres.  &  CEO 

1795 

24 

390 

10274 

188 

LU 

9.0 

3.4 

22.5 

C.  L.  Hampers,  exec  v-p 

1358 

55 

1012 

31024 

LU 

GREAT  LAKES 

1792.0 

E.  Kampen,  chmn.,  pres.  &  CEO 

1366 

10 

85 

1  1541 

237 

LU 

20.7 

18.8 

CHEMICAL 

22.5 

R.  T.  Jeffares,  sr.  v-p  &  CFO 

366 

18 

1 106 

3229 

LU 

HERCULES 

2773.4 

T.  L.  Gossage,  chmn.,  pres.  &  CEO 

1668 

1  1 

1871 

7350 

358 

LU 

9.9 

208.2 

15.2 

R.  Schwartz,  exec,  v-p;  pres. -aerospace 

820 

6 

1554 

3762 

m 

INTL.  FLAVORS  & 

1  138  6 

E.  P.  Grisanti,  chmn.  &  pres. 

1050 

17 

0 

18509 

16.1 

LU 

19.0 

22.0 

FRAGRANCES 

2  1  3 

H.  R.  Kirkpatrick,  sr.  v-p 

577 

12 

126 

1746 

m 

m 

LUBRIZ0L 

1  525  5 

L.  E.  Coleman,  chmn.  &  CEO 

918 

-3 

2070 

61 10 

155 

!3.! 

14.1 

-55.0 

1  1  6 

W.  G.  Bares,  pres.  &  COO 

633 

-3 

341 

2460 

m 

MONSANTO 

7902  0 

R.  J.  Mahoney,  chmn.  &  CEO 

2088 

55 

3235 

8992 

166 

m 

7.1 

29.6 

17.3 

R.  B.  Shapiro,  pres.  &  COO 

1287 

68 

2622 

6934 

LU 

MORTON 

2537  0 

C.  S.  Locke,  chmn.  &  CEOf 

21 12 

58 

0 

4845 

211 

m 

12.2 

-9.3 

INTERNATIONAL 

12.1 

S.  J.  Stewart,  pres.  &  COO 

890 

17 

0 

2508 

® 

NALC0  CHEMICAL 

1389.4 

W.  H.  Clark,  chmn.  &  CEO 

969 

1 

1973 

6428 

142 

24.3 

-2.9 

25  8 

E.  J.  Mooney,  pres.  &  COO 

575 

0 

231 

2401 

® 

PRAXAIR 

2438.0 

H.  W.  Lichtenberger,  chmn.  &  CEO 

928 

2 

0 

2366 

NA 

NA 

NA 

NA 

nJ 

22.9 

E.  G.  Hotard,  pres. 

518 

5 

0 

1296 

NA 

N, 

Includes  compensation  paid  by  Union  Carbide  before  6/92  spinoff 


UNION  CARBIDE 


4640  0 
10.9 


R.  0.  Kennedy,  chmn.  &  CEO 
W.  H.  Joyce,  pres.  &  COO 


1409 
879 


-1  1 
41 


1537 
380 


5330 
2813 


251 


m 


16.4 


9  CONGLOMERATES   (industrial  low  tech) 


ALC0  STANDARD 

6922  0 

R.  B.  Mundt,  chmn.* 

823 

-38 

566 

4319 

174 

2 

7.7 

-98.3 

L? 

0  2 

J.  E.  Stuart,  pres.  &  CEO 

744 

18 

200 

2381 

m 

"Served  as  CEO  until  8/93. 

ALLIEDSIGNAL 

1  1827  0 

L.  A.  Bossidy,  chmn.  &  CEO 

2669 

15 

3159 

20230 

307 

14.0 

100.8 

L3 

27  4 

A.  Belzer,  pres.  &  COOf 

1540 

8 

3151 

9006 

14 

L3 

GENERAL  ELECTRIC 

60562.0 

J.  F.  Welch,  Jr.,  chmn.  &  CEO 

4013 

15 

2894 

31743 

195 

LU 

18.6 

13  7 

@ 

17  1 

P.  Fresco,  vice-chmn.$ 

1763 

35 

0 

10442 

LU 

@ 

HARC0URT 

3681.1 

R.  J.  Tarr,  Jr.,  pres.,  CEO  &  COO 

2335 

21 

1 135 

91  13 

212 

LU 

-12.6 

124.8 

g 

GENERAL 

15.1 

R.  A.  Smith,  chmn. 

1275 

0 

0 

3825 

LU 

in 

22762.0 

R.  V.  Araskog,  chmn.,  pres.  &  CEO 

4296 

1  57 

5828 

15676 

202 

LU 

5.3 

-3.5 

S 

1 1.7 

D.  R.  Comey,  exec,  v-p 

1325 

140 

395 

3276 

LU 

PREMARK 

3097  3 

W.  L.  Boris,  chmn.  &  CEO 

2093 

42 

6927 

1 1860 

479 

LU 

1 1.4 

209  7 

-I 

INTERNATIONAL 

21.2 

J.  M.  Ringler,  pres.  &  COO 

966 

5 

0 

2748 

m 

[2 

ROCKWELL 
INTERNATIONAL 


10952.3 
19.2 


D.  R.  Beall,  chmn.  &  CEO 

K.  M.  Block,  exec,  v-p  &  COO 


1728 
945 


24 

20 


3494 
1687 


9520 
4893 


16.9 


28  6 


TENNEC0 


13255.0       M.  H.  Walsh,  chmn.  &  CEO* 
1  6  9       D.  G.  Mead,  pres.  &  COO 

ed  2/24/94 


2015 
1425 


-  26 

-2 


8  16 
583 


12101 
NA 


123 


NA 


-203 


4.5 


TEXTRON 

9074  6 
14.1 

J.  F.  Hardymon,  chmn.,  pres.  &  CEO 
L.  B.  Campbell,  exec,  v-p  &  COO 

1675 
1107 

-10 
181 

632 
0 

6088 
NA 

225 

LU 

NA 

12.5 

32.5 

.  1 

TRW 

7948  0 
14.3 

J.  T.  Gorman,  chmn.  &  CEO 
E.  D.  Dunford,  pres.  &  COO 

1558 
966 

-1 
7 

1836 
1445 

9023 
5950 

197 

a 
a 

6.5 

31.5 

LI 
[3 
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EXECUTIVE  COMPENSATION  SCOREBC 


To  build  the  country's  best 
educated  work  force,  you 
have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  21st 
entury,  you're  going  to  have  to 
now  the  language.  And  the  language 
ppn't  always  be  English. 

That's  why  the  public  school  system 
1  Fairfax  County  offers  language 
nmersion  programs  in  Japanese, 
I  panish  and  French.  The  goal  is  to 
lake  students  fluent  by  junior  high, 
j  nd  by  adulthood,  more  competi- 
ve  in  world  trade. 

Forward  thinking  programs  like 
lese  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best.  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 

r  1 

Please  send  me  more  information  mi  locating  my 
business  in  Fairfax  County. 
Name  


Title  

Company 
Iddress  _ 

City  

Zip  


State 


Pll()IIC_ 


Fairfax  County  Economic  Development  tuthoruy 

8300  Boone  Boulevard,  Suite  ISO.  I  ienna,  I  irginia  22182 

li  Uplnmr  71/1  7W-0000,  Fur  70)-,S9)  I2h9  uu ; 


Fairfax  Coiuitv.  Virginia.  The  21st  Centurv  Is  Here. 


COMPANY 


EXECUTIVE 


SALES:  S  MILLIONS 


1993  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
SALARY     %  CHANGE  TERM 


1991-93  PAY-PERFORMANCE  ANALYSIS 


PAY  VS  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 


S  VALUE 


ROE:  % 

'  t 

■  BONUS 

FROM 

COMP 

COMP 

OF  $100 

ROE 

IN  ROE 

sooo 

1992 

$000 

$060 

INVESTED 

RATING 

% 

% 

RaT"> 

10  CONTAINERS  &  PACKAGING  (industrial  low  tech) 

CROWN  CORK 

4162.6 

W.  J.  Avery,  chmn.,  pres.  &  CEO 

973 

24 

761 

3472 

221 

m 

13.2 

26.3 

LT 

&  SEAL 

14.2 

M.  J.  McKenna,  exec,  v-p 

396 

7 

413 

2465 

1 

S0N0C0 

1947  2 

C.  W.  Coker,  chmn.  &  CEO 

1027 

2 

0 

3291 

144 

m 

16.8 

94.4 

1 

PRODUCTS 

19.1 

R.  C.  King,  Jr.,  pres.  &  COO 

730 

-4 

0 

2297 

® 

LT 

TEMPLE-INLAND 

2735.9 

C.  J.  Grum,  chmn.  &  CEO 

595 

-15 

543 

6936 

168 

® 

7.3 

-75.5 

I 

4  0 

R.  F.  Adelizzi,  group  v-p;  chmn.  &  CEO-sub. 

600 

-1 

0 

NA 

NA 

N/ 

11  DRUGS 

(CONSUMER  PRODUCTS) 

ABBOTT 

8407  8 

D.  L.  Burnham,  chmn.  &  CEO 

1690 

12 

788 

13662 

139 

a 

36.4 

1 1.7 

a 

LABORATORIES 

38.1 

T.  R.  Hodgson,  pres.  &  COO 

1221 

12 

633 

7093 

a 

a 

AMERICAN  HOME 

8304  8 

J.  R.  Stafford,  chmn.  &  CEO 

2170 

6 

3855 

16157 

138 

a 

37.3 

-17.6 

a 

PRODUCTS 

37.9 

B.  Canavan,  pres.f 

1340 

6 

0 

5444 

m 

AMGEN 

1373.8 

G.  M.  Binder,  chmn.  &  CEO 

954 

18 

0 

2668 

239 

LTJ 

29.6 

270.4 

LT 

32.0 

K.  W.  Sharer,  pres.  &  COO 

1559* 

490 

0 

NA 

NA 

Ny 

'Includes  $893,037  relocation  costs 

BAUSCH  &  LOMB 

1872  2 

D.  E.  Gill,  chmn.  &  CEO 

2530* 

12 

463 

14415 

151 

a 

15.4 

4.7 

E 

16.7 

R.  L.  Zarrella,  pres.  &  COO 

835 

49 

468 

2967 

® 

1 

'Includes  $777,447  tax  reimb  pd. 

BAXTER 

8879.0 

V.  R.  Louclcs,  Jr.,  chmn.  &  CEO 

1403 

-18 

671 

1  1581 

108 

a 

6.8 

NA 

1 

INTERNATIONAL 

-8.4 

T.  L.  White,  exec.  v-p$ 

637 

3 

0 

2664 

® 

11 

BECTON 

2459.0 

R.  V.  Gilmartin,  chmn.,  pres.  &  CEO 

1049 

27 

289 

2918 

101 

m 

13.8 

2.9 

2 

DICKINSON 

15.1 

C.  Castellini,  sector  pres. -Medical 

478 

24 

53 

1472 

m 

L? 

BRISTOL  MYERS 

1  1413.0 

R.  L.  Gelb,  chmn.  &  CEO 

2300 

14 

1673 

22955 

98 

® 

31.3 

2.2 

a 

SQUIBB 

33  0 

C.A.  Heimbold,  Jr.,  pres. 

1450 

40 

697 

6199 

® 

a 

GENENTECH 

608  2 

G.  K.  Raab,  pres.  &  CEO 

1241 

18 

0 

3168 

224 

LTJ 

4.0 

NA 

LT 

5.3 

A.  D.  Levinson,  sr.  v-pf 

455 

23 

0 

1 175 

LTJ 

LT 

JOHNSON  & 

14138.0 

R.  S.  Larsen,  chmn.  &  CEO 

1670 

17 

420 

7818 

133 

® 

29.8 

37.6 

12 

JOHNSON 

32  1 

R.  N.  Wilson,  vice-chmn. 

1395 

16 

419 

5996 

a 

L2 

ELI  LILLY 

6452.4 

R.  L.  Tobias,  chmn.  &  CEO* 

1710** 

NA 

0 

NA 

90 

NA 

18.0 

-66.9 

10.7 

M.  Perelman,  exec.  v-p.pres.-Lilly  Rest 

1012 

13 

824** 

6103 

LU 

'Joined  company  6/93. "Includes  $778,055  in  relocation 

expenses  &  $602,700  for 

early  retirement 

MALLINCKRODT 

1849  5 

C.  R.  Holman,  pres.  &  CEO$ 

653 

20 

1 152 

4332 

139 

® 

3.1 

NM 

GROUP 

-10.3 

M.  G.  Nichols,  v-p;  pres.-sub 

463 

5 

229 

2895 

® 

MARION  MERRELL 

2818.0 

F.  W.  Lyons,  Jr.,  pres.  &  CEO 

675 

-56 

0 

3514 

58 

® 

30  6 

-51.3 

DOW 

18.8 

D.  B.  Sharrock,  exec,  v-p  &  COO 

386 

-58 

0 

2115 

® 

MEDTRONIC 


1356.2 
24.3 


W.  W.  George,  pres.  c*  CEO 
G.  D.  Nelson,  vice-chmn. 


609 


1  5 
21 


505 
433 


3162 
3008 


194 


® 


23.2 


24.4 


MERCK 


10498.2 
21.6 


P.  R.  Vagelos,  chmn.,  pres.  &  CEO 
E.  M.  Scolnick,  exec  v-p 


2241 
1  134 


-1  1 
-12 


1303 
402 


9413 
5750 


124 


ai 
a 


37.9 


-53.5 


PFIZER 


7477.7 
17.0 


W.  C.  Steere,  Jr.,  chmn.  &  CEO 

E.  C.  Bessey,  vice-chmn;pres  US  Phorm. 


1900 
875 


27 
1  1 


702 
1625 


6270 
5449 


182 


3J 


18.2 


8.1 


RH0NE-P0ULENC 
R0RER 


4019.4 
28.8 


R.  E.  Cawthorn,  chmn.,  pres.  &  CEO 
M.  E.  Karobath,  sr-vp;  pres.-sub. 


1  182 

509 


-3 

1  4 


6825 
NA 


109 


31  3 


SCHERING-PLOUGH 


4341.3 
52.2 


R.  P.  Luciano,  chmn.  &  CEO 
R.  J.  Kogan,  p'es.  &  COO 


2070 
1286 


3265 
2129 


1 1701 
7498 


165 


3 

a 


48  4 


92.0 


SIGMA-ALDRICH  739  4  C.  T.  Cori,  chmn.,  pres.  &  CEO  900 
 1  8  7       D.  R.  Horvey,  exec,  v-p  &  COO  575 


24 


457 
268 


3648 
2489 


,2, 


18.5 


-3  1 


SYNTEX 


2126  7 
30.4 


P.  E.  Freiman,  chmn.  &  CEO 
J.  N.  Wilson,  pres.  &  COOj 


929 
591 


3236 
1555 


63 


|3J 
|3j 


36  5 


-31.3 


UPJOHN 


3653  4       L.  S.  Smith,  pres.,  CEO  &  COO  878  34  0  2488 

19  4       W.  U.  Parfet,  vice-chmn.  698  6         1800  4748 

 *lncludes  $1.8  mil  cash  payment  made  in  connection  with  resignation  9/93.  


87 


24.1 


\4) 


-22  5 


WARNER- 
LAMBERT 


5793.7 
20.5 


M.  R.  Goodes,  chmn.  &  CEO 
L.J.R.  de  Vink,  pres.  &  COO 


1406 

956 


10 
4 


176 
125 


9398 
3172 


109 


13! 


24  9 


-40  7 


12  ELECTRICAL  &  ELECTRONICS  (industrial: hightech) 


ADVANCED                    1648.3      W.  J.  Sanders  III,  chmn.  &  CEO  3212* 
MICRO  DEVICES               16.2      R.  Previte,  pres.  &  COO  1617 
 'Includes  portion  of  1  993  bonus  with  payment  deferred 


8276 
2846 


39472 
9417 


364 


|5| 


18  6 


AMP 


3450.6 
14.4 


W.J.  Hudson,  Jr.,  pres.  &  CEO 
J.  E.  AAarley,  chmn  


738 
663 


A3 
1 


1  7 

53 


1652 
2022 


156 


14.3 


-9.9 


COOPER  INDUSTRIES 


6273  8 
10.6 


R.  Cizilc,  chmn.  &  CEO 

H.  J.  Riley,  Jr.,  pres.  &  COO 


1235 
660 


5  5 
92 


8494 
3413 


129 


[47. 

® 


10  6 


3  7 


EMERSON  ELECTRIC 


8199.5 
21.3 


C.  F.  Knight,  chmn.  &  CEO 

A.  E.  Suter,  sr.  vice-chmn.  &  COO 


1900 
924 


8079 
2044 


15385 
4844 


171 


19.5 


3.7 


INTEL 


8782  0      A.  S.  Grove,  pres.  &  CEO 
30.6       C.  R.  Barren,  exec,  v-p  &  COO 


2184 
1574 


62 
61 


0 

5931 


9360 
10789 


323 


22.9 


69.0 
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executive  compensation  scorebc 


JUST 
HOW 
STRONG 
IS  YOUR 
INFORMATION 
CHAIN 


c 


J 


ye  you  r  long  distance  data 
tetwork.  That's  why  so  many 
justnesses  rely  on  AIKT 
iigital data  transmission 
ervices. 

You've  got  the  best  computers, 
lie  most  sophisticated  software. 
[And  backups  upon  backups.  But 
:  your  data  lines  don't  have  the 
ame  level  of  reliability,  your 
lformation  can  end  up  missing 
1  action. 

AT&T  data  services  have  the 
^liability  you  need  for  your 
ritical  data  applications.  Because 
inly  AT&T  has  FASTAR,  a  pat- 
ntecl  "self-healing"  technology 


that  immediately  identifies  cable 
cuts  and  automatically  reroutes 
your  data  around  trouble  spots. 
Restoring  service  in  minutes, 
instead  of  hours. 

But  FASTAR  is  only  part  of  the 
AT&T  reliability  stoiy-  there  are 
many  other  chapters.  The  bottom 
line:  no  matter  what  your 
reliability  or  other  data  network- 
ing needs  might  be,  our  experi- 
enced sales  force  can  work  with 
you  to  custom-tailor  the  best  data 
sendee  for  your  domestic  or 
global  applications. 

You  don't  have  time  for  down- 
time. You  need  AT&T  reliability  for 
your  digital  data  transmission  ser- 
vices. AT&T  can  provide  you  with 


eveiything  you  need,  from  AT&T 
ACQ  NTT  private  line  digital 
services  to  InterSpan1  Data 
Connectivity  Services,  all 
designed  with  the  latest  technol- 
ogy to  help  give  you  maximum 
network  "uptime."  For  more 
information  about  both  domestic 
and  international  connections, 
call  your  AT&T  Account  Executive 
or  1  800  248-3632. 

Reliability. 
Tlie  AES3  Business  Advantage. 


AT&T 


m  m  j 

m  i  ■  a  a    a    ■■■  vi  ■  i  ,  •  .  i  'J 

_■  i  r 

NATION 

■      ■  :  r 
1  an 

■  ■  '  A  _i 

.  w  -w 
-  i  a  J 

ii  :j  i 

r  a  i  v. 

k.    m  m  B  m               k.    j  u  i  ■ 

W      Jk.  * 

-J  i  1  1 

"A  "  J 

.  1    L  1 

COMPANY 

EXECUTIVE 

1993  COMPENSATION 

1991-93  PAY-PERFORMANCE  ANALYSIS 

1993 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  S  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1992 

TERM 

COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

CHANGE 
IN  ROE 

% 

RATH 

MICRON  TECHNOLOGY 

i  o  i :-'  a 

23.8 

J.  L.  Parkinson,  chmn.  &  CEO 
J.  W.  Garrett,  pres.  &  COO 

831 
656 

-17 
4 

1  148 
1743 

4282 
3710 

461 

m 
m 

8.7 

NM 

L? 
[2 

MOLEX 

899.7 
10  5 

F.  A.  Krehbiel,  vice-chmn.  &  CEO 

G.  Tokuyama,  v-p;  pres. -sub. 

427 
420 

19 

27 

78 
389 

1300 
1560 

191 

CD 

m 

10.8 

-18.4 

•a 

MOTOROLA 

16963  0 
15  9 

G.  M.  C.  Fisher,  chmn.  &  CEO* 
G.  L.  Tooker,  vice-chmn.  &  CEO 

'Resigned  10/27/93. 

1736 
1621 

19 
43 

9320 
4768 

17384 
12223 

357 

a 
a 

12  3 

36.0 

14 

U  ATIAIIAI 
NAI IUIIAL 

SEMICONDUCTOR 

2 1 90.7 
17  2 

G.  f.  Amelio,  pres.,  CEO  &  COO                1 890*         1 33 
K.  P.  Pond,  co-pres.  Standard  Product             596  42 

'Includes  $209,480  tax  reimbursement  &  $3  1  9,849  relocation  expenses 

0 
0 

321  1 
1374 

371 

m 

LTJ 

2.2 

NA 

a 

E 

SENSORMATIC 
ELECTRONICS 

548.6 
1 1.8 

R.  G.  Assaf,  chmn.,  pres.  &  CEO 
G.  Witter,  pres.-Sensormatic  Europe 

785 
546 

17 
53 

7574 
292 

10724 
2089 

330 

0 

lh 

NA 

6  6 

N, 
N. 

TEXAS 

INSTRUMENTS 

8523  0 
19  7 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 
W.  P.  Weber,  vice-chmn. 

1432 
783 

59 
51 

922 
592 

4216 
2463 

173 

® 
m 

1.3 

NA 

r 

WESTINGHOUSE 
ELECTRIC 

8875  0 

-21.7 

M.  H.  Jordan,  chmn.  &  CEO* 

R.  A.  Watson,  chmn.  &  CEO-Financial  Svc. 

•Joined  co.  6/30/93. "Includes  $5  mil  (pd.  leav 

904           NA  0 
1290           112  8769** 
e  of  absence  12/93-12/97) 

NA 
NA 

58 

NA 
NA 

-11.9 

NM 

N. 

N. 

13  FOOD  PROCESSING  (consumer  products) 

ARCHER-DANIELS- 
MIDLAND 

10314.6 
9.9 

D.  O.  Andreas,  chmn.  &  CEO 
J.  R.  Randall,  pres. 

2852 
1293 

9 
12 

150 
0 

7441 

3672 

117 

LU 
® 

1 1.0 

-26.6 

B 

@ 

CAMPBELL  SOUP 

6758.8 
30.9 

D.  W.  Johnson,  pres.  &  CEO 

F.  E.  Weise  III,  sr.  v-p-linance  &  CFO 

1719 
629 

32 
169 

5972 
400 

14091 
NA 

148 

a 

NA 

25.8 

NM 

L3 
N 

CONAGRA 

22481  2 
18.1 

P.  B.  Fletcher,  chmn.  &  CEO                        1 228* 
A.  Crosson,  pres.  &  COO-Grocery  Pdctsf  908 

*May  include  some  extra  benefits  in  previous  years 

10 
34 

2893 
2081 

10766 
5578 

114 

LU 

a 

17.2 

12.6 

LI 
1 

CPC  INTERNATIONAL 

6738  0 
25  7 

C.  R.  Shoemate,  chmn.,  pres.  &  CEO 
R.  J.  Gillespie,  sr.  v-p;  pres. -Best  Foods 

1 126 
647 

7 
1  1 

724 
833 

4895 
3642 

123 

® 

L2J 

25.3 

1.7 

r? 

12 

GENERAL  MILLS 

8290  1 
40.5 

H.  B.  Arwater,  Jr.,  chmn.  &  CEO 
M.  H.  Wilies,  vice-chmn. 

1 992  compensation  reflects  53  weeks. 

1385 
966 

-2 
-2 

1 1791 
2319 

22658 
6377 

134 

a 
a 

39.6 

-2.8 

i? 

12 

H.  J.  HEINZ 

7134  9 
23.4 

A.J.  F.  O'Reilly,  chmn.,  pres.  &  CEO            1004  4 
J.  W.  Connolly,  sr.  v-pt                              555  33 

'Excludes  $3  mil  retirement  benefits  paid  (ret  postponed  to  1  2/93). 

1728 
21360* 

1  14177 
28160 

1  13 

LU 

m 

24.4 

-6.2 

@ 
@ 

HERSHEY  FOODS 

3488.2 
21  0 

R.  A.  Zimmerman,  chmn.  &  CEOf 
K.  L.  Wolfe,  pres.  &  COO 

1005 
765 

0 
5 

660 
441 

4535 
331  1 

139 

a 
m 

1  8.0 

21.2 

12 

i 

KELLOGG 

6295  4 

39.7 

A.  G.  Langbo,  chmn.  &  CEO  1270* 
G.  E.  Costley,  exec,  v-p  697 

'Excludes  portion  of  bonus  poid  in  1  0,000  stock  options 

1 

0 

340 
100 

6735 
3645 

159 

® 
® 

34  3 

50.3 

@ 

D 

PIONEER  HI-BRED 
INTERNATIONAL 

1341  7 
1 7  3 

T.  N.  Urban,  chmn.  &  pres. 
C.  S.  Johnson,  exec,  v-p 

May  include  data  from  preliminary  proxy. 

673 
648 

-50 
-31 

256 
363 

3994 
3019 

330 

m 
a 

17  2 

54.7 

\2 
H 

QUAKER  OATS 

5791.9 
68.7 

W.  D.  Smithburg,  chmn.  &  CEO 
P.  A.  Marineau,  pres.  &  COO 

1  546 
1034 

25 
57 

4528 
1975 

15451 
5529 

153 

a 
® 

41.1 

21 1.5 

5 
D 

RALSTON  PURINA 
GROUP 

5948.5 
617 

W.  P.  Stiriti,  chmn.,  pres.  &  CEO 

W.  P.  McGinnis,  v-p;  pres.  &  CEO-Grocery 

Reflects  compensation  from  Ralston  Purina  Co. 

1 176 
459 

2 
15 

0 

316 

3476 
1575 

83 

a 
a 

NA 

4  0 

N 
N 

SARA  LEE 

14963.0 
20  1 

J.  H.  Bryan,  chmn.  8i  CEO 
C.  Boonstra,  pres. 

1886 
1 155 

1 

3 

10003 
985 

23301 
6867 

168 

a 
a 

20.2 

6.9 

@ 
G 

SYSCO 

10589  I 
17.6 

J.  F.  Woodhouse,  chmn.  &  CEO 
B.  M.  Lindig,  pres.  &  COO 

966 
839 

16 
17 

404 

351 

3938 
3637 

178 

m 
m 

16.9 

2.5 

L5 
G 

TYSON  FOODS 

4776.9 
13.2 

L.  E.  Tollett,  vice-chmn.,  pres.  &  CEO 
D.  Tyson,  chmn. 

600 
1735 

-39 
-19 

297 
0 

2761 
5663 

156 

m 
a 

15.8 

27  2 

G 
@ 

WM.  WRIGLEY  JR. 

1428  5 

30.4 

W.  Wrigley,  pres.  &  CEO 
R.  D.  Ewers,  exec,  v-p 

•  1  993  bonus  has  not  been  determined 

464* 
352* 

-38 
-37 

46 
45 

3866 
2367 

270 

a 
a 

29.3 

4.0 

Q 
D 

14  FOOD  &  LODGING  (service) 

BRINKER 
INTERNATIONAL 

739  8 
15.5 

N.  E.  Brinker,  chmn.  &  CEO 

R.  A.  McDougall,  pres.  &  COO* 

•Served  as  chmn.  &  CEO  1  /27/93-5/4/93. 

1339 
1036 

51 
50 

13587 
19654 

16617 
27965 

448 

a 
a 

1  A  0 

13  5 

B 
I 

HILTON  HOTELS 

1394.0 
9  7 

B.  Hilton,  chmn.  &  CEO 

R.  C.  Avansino,  Jr.,  pres.  &  COO* 

•Joined  co.  2/93. 

1005 
778 

-9 
NA 

0 
50 

3101 
NA 

173 

LU 

MA 

9.6 

-20  2 

G 

N 

PROMUS 

1251.9 
18.2 

M.  D.  Rose,  chmn.  &  CEO 
P.  G.  Satre,  pres.  &  COO 

May  contain  data  from  preliminary  source. 

1  102 
688 

25 
29 

0 
645 

2754 
2480 

915 

a 
a 

12.7 

66  2 

D 
G 
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Malcdlm  Forbes  Learned 
To  Ride  A  Motorcycle  At  50. 


What  Have  You  Learned  Lately? 

Even  the  accomplished  executive  can  acquire  new  skills.  Trouble  is  finding  the  time. 

What  if  you  or  your  staff  could  take  an  intense,  condensed  course  that  expanded  your  business 
horizons  in  a  few  days  or  weeks? 

Absorb  the  wisdom  and  insight  of  our  internationally  renowned  faculty.  Exchange  ideas  with 
your  peers  in  class,  over  cocktails,  at  dinner,  or  in  the  fitness  center.  Read  and  reflect  in  your 
private  guest  room  in  our  elegant  on-campus  facility.  Then  return  to  work  with  knowledge  you  can 
act  on  immediately.  Forbes  knew  learning  was  a  lifelong  process. 

□  Director's  Institute 

This  unique  "living  case  study"  designed  for  board 
members,  puts  you  on  the  board  of  MegaMicro, 
Inc.,  a  fictitious  multinational  manufacturing  and 
service  organization. 
June  22 -June  24, 1994 
December  7  -  December  9, 1994 

□  The  International  Forum 

Senior  executives  meet  to  discuss  global  issues 
three  times  during  the  year.  Through  a  process 
of  intense  interaction  and  exchange,  participants 
focus  on  economic,  political,  cultural  and 
social  issues,  and  their  implications  for  their 
companies'  strategies. 
September  7-11,  1994  in  North  America, 
January  18-20,  1995  in  Europe  and 
April  19-23,  1995  in  Asia. 

Call  today  for  a  complete  catalog  listing  over  twenty  different  courses  in  finance,  management 
and  marketing:  1-800-255-EXEC  ext.  1157. 

WLharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 


WHARTON  EXECUTIVE  EDUCATION 

THE  LEARNING  EXPERIENCE  OF  A  LIFETIME. 

255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  ext.  1157  •  (215)  898-1776  ext.  1157  •  FAX  Attn:  Dept.  1157  (215)  386-4304 


□  Wharton  Advanced 
Management  Program 

This  five-week  course,  for  senior  executives  in 
or  supporting  the  office  of  CEO,  will  enhance 
your  global  perspective  and  strategic  vision 
and  broaden  your  understanding  of  complex 
societal  trends. 

September  18  -  October  21, 1994 
June  4 -July  7,  1995 

□  The  Wharton  Forum 

on  Environmental  Strategy 

The  Forum,  a  collaborative  partnership 
between  business  and  academia,  offers  senior 
management  an  opportunity  to  research, 
discuss  and  explore  critical  environmental 
issues  impacting  business. 
June  27 -June  29,  1994 


SIEMENS 


1866.  That  was  then. 


Shortly  after  his  50th  birthday,  Werner  Siemens  invented  the  world's  first  electric 
dynamo,  and  began  the  revolution  that  brought  electric  power  to  everyone, 
everywhere. 


©Siemens  Corporation  1994 


1994.  This  is  now. 


Today,  Siemens  technology  generates,  distributes  and  controls  electric  power 
in  ways  Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where 
people  cheer  their  favorite  teams  to  the  places  where  people  work  and  live, 
Siemens  technology  is  helping  to  produce  and  deliver  electric  energy  wherever 
it  is  needed.  It's  all  part  of  the  heritage  of  innovation  begun  by  Siemens  over  a 
century  ago.  And  it's  yet  another  way  the  45,000  men  and  women  of  Siemens 
are  working  all  across  America  to  generate  the  kind  of  thinking  that  will  lead  us 
into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94.  Box  8003E,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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COMPANY 

EXECUTIVE 

1993  COMPENSATION 

1991-93  PAY-PERFORMANCE  ANALYSIS 

199  i 

TOTAL  annual  COMP 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  S  MILLIONS 
ROE:  % 

SALARY     %  CHANGE 
&  BONUS  FROM 
$000  1992 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000' 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

15  GENERAL  &  SPECIAL  MACHINERY  (industrial  lowtech) 

APPLIED  MATERIAL 

1204  9 
19.1 

J.  C.  Morgan,  chmn.  &  CEO 

J.  W.  Bagley,  vice-chmn.  &  COO 

"Includes  $636,572  lump  sum  payout  of  plan 

1510* 
702 

98 
14 

1 1324 
1795 

18559 
10086 

721 

m 
® 

1 1.8 

68.4 

® 
® 

CATERPILLAR 

1  1615.0 
31.0 

D.  V.  Files,  chmn.  &  CEO 
J.  W.  Wogsland,  vice-chmn. 

1009 
737 

83 
84 

593 
958 

2675 
2475 

194 

LTD 

m 

2.4 

569.5 

DO 
ffl 

DEERE 

8056  8 
14.4 

H.  W.  Becherer,  chmn.  &  CEO 
D.  H.  Stowe,  Jr.,  pres.  &  COO 

917 
632 

32 
29 

1312 
602 

4540 
2784 

171 

m 
® 

5.0 

5.2 

m 

® 

DOVER 

2483  9 
18.2 

G.  L.  Roubos,  chmn.  &  CEO 
T.  L.  Reece,  pres. 

910 
630 

13 
29 

1302 
0 

4871 
2458 

163 

® 
® 

16  6 

-8.0 

® 
m 

INGERSOLURAND 

4021.1 
12.1 

T.  H.  Black,  chmn.  &  CEOf 

J.  E.  Perella,  chmn.,  pres.  &  CEO 

"Includes  $30,000  for  1 0/3 1  /93  retirement. 

1357 
853 

12 

40 

2047* 
341 

8223 
3596 

216 

® 
® 

10.1 

2.8 

® 
m 

TYCO  INTL. 

3133.5 
8.2 

L.  D.  Kozlowski,  chmn.,  pres.  &  CEO 
J.  C.  Mclntyre,  v-p 

957 
670 

4 

NA 

0 
0 

2797 
NA 

123 

m 

NA 

10.1 

NA 

NA 
NA 

16  INSTRUMENTS  (industrial  high  tech) 

HONEYWELL 

5963.0 
18.2 

J.  J.  Renier,  chmn. -exec,  comm.* 
M.  R.  Bonsignore,  chmn.  &  CEO 

'Served  as  chmn  &  CEO  until  4/20/93 

1253 
940 

0 
27 

2238 
2245 

8929 
6887 

165 

a 
a 

19.5 

-17.1 

® 
® 

JOHNSON 
CONTROLS 

6255.4 
14.7 

J.  H.  Keyes,  pres.  &  CEO 
J.  M.  Baiih,  exec,  v-p 

1 130 
577 

15 

23 

404 
457 

3584 
2079 

228 

LH 

m 

1  1.9 

50.7 

m 
® 

17  LEISURE  TIME  INDUSTRIES  (consumer  products) 

BLOCKBUSTER 
ENTERTAINMENT 

2227.0 
18  2 

H.  W.  Huizenga,  chmn.  &  CEO 

S.  R.  Berrard,  vice-chmn.,  pres.  &  COO 

May  contain  data  from  preliminary  source. 

557 
557 

7 
7 

15000 
4941 

16578 
1  1714 

238 

® 
a 

18  6 

-16.4 

a 
a 

BRUNSWICK 

2206.8 
6.5 

J.  F.  Reichert,  chmn.  &  CEO 
J.  M.  Charvat,  exec,  v-p 

1481 
573 

16 

-7 

268 
145 

4341 
2138 

215 

m 
m 

2.8 

-24  6 

® 
i 

CARNIVAL 
CRUISE  LINES 

1556.9 
19.6 

M.  M.  Arison,  chmn.,  pres.  &  CEO  695 
A.  K.  Lanterman,  pres.  &  CEO-HAL-Westours  1  1  25 

0 
36 

0 
0 

2060 
2713 

347 

m 

LTJ 

20.5 

-1.8 

ffl 
m 

WALT  DISNEY 

8865.1 

14  i 

M.  D.  Eisner,  chmn.  &  CEO 
S.  M.  Litvack,  exec,  v-p 

750 
875 

-90 
2 

202261 
0 

21591 1 
1997 

170 

•II 

m 

16.0 

-40.1 

s 
® 

EASTMAN  KODAK 

16364.0 
14  2 

G.  M.  C.  Fisher,  chmn.,  pres.  &  CEO 
K.  R.  Whitmore,  chmn.,  pres.  &  CEOt 

"Includes  $5  mil  hiring  bonus  (joined  co.  1  2/ 

485 
1401 
/93). "Include- 

NA        6270*  NA 
-4        1749**  5961 
$  1 .7  mil  severance  payment  (retire 

150 
d  12/01/93). 

NA 

1 

9  9 

35.6 

NA 

a 

HASBRO 

2747.2 
16  5 

A.  G.  Hassenfeld,  chmn.,  pres.  &  CEO 
A.  J.  Verrecchia,  COO-Domestic  Toy  Op 

1503 
s.  823 

1 

7 

2809 
0 

9948 
3219 

354 

m 
m 

13.7 

60.6 

® 
® 

MATTEL 

2704  4 
20.8 

J.  W.  Amerman,  chmn.  &  CEO 
J.  E.  Barad,  pres.  &  COO 

May  contain  data  from  preliminary  source. 

829 
628 

-41 
-36 

480 

255 

14305 
7224 

262 

® 
® 

24.7 

-25.1 

a 

18  METALS  &  MINING  (Resources) 

ALUMINUM  CO. 
Of  AMERICA 

9055  9 
0.1 

P.  H.  O'Neill,  chmn.  &  CEO 

A.  J.  Belda,  vice-pres.  &  pres. -sub. 

1043 
471 

-13 
NA 

0 
0 

4795 
NA 

129 

® 

NA 

0  6 

-98.7 

a 

NA 

CYPRUS  AM  AX 
MINERALS 

1763.5 
4.4 

M.  H.  Ward,  chmn.,  pres.  &  CEO 
G.  J.  Malys,  sr.  v-p  &  CFO 

2778 
647 

70 
100 

4033 
1658 

8937 
2925 

153 

a 
m 

-7.0 

-50.0 

a 
a 

HOMESTAKE 
MINING 

703  5 

9.9 

H.  M.  Conger,  chmn.  &  CEO 
P.  Steen,  pres.  &  COO 

693 
659 

44 

238 

0 
0 

1872 
NA 

1  1  7 

2 
NA 

14  3 

NA 

a 

NA 

NEWMONT 
GOLD 

601.6 
12.5 

G.R.Parker,  CEO  &  chmn.*  203 
W.  R.  Lawrence,  Sr.  v.p.oper.  165 

'Compensation  also  included  under  Newmont  Mining,  retired 

74  2913 
-24  13 

asCEO  1 1/93. 

3646 
686 

1  1  1 

® 
ffl 

13.5 

-45.7 

S 
ffl 

NEWMONT  MINING 

634.3 
13.2 

G.  R.  Parker,  chmn.  &  CEO 

R.  C.  Cambre,  vice-chmn.  &  CEO 

•Includes  $5 19,295  (ret/CEO  1 1/93),  exclu 

866 
155 

des  $8. 1  mil  cash 

10  3433* 
NA  0 
pension  payment 

6172 
NA 

145 

LI 

NA 

25.8 

-91.4 

a 

NA 

PHELPS  DODGE 

2595  9 
9.3 

D.  C.  Yearley,  chmn.,  pres.  &  CEO 
B.  G.  Rethore,  sr.  v-p 

894 
496 

-16 
8 

1969 
991 

10213 
4095 

189 

a 
® 

13  1 

-65  6 

El 
SI 

REYNOLDS  METALS 

5269.2 
-19.8 

R.  G.  Holder,  chmn.  &  CEO 
Y.  M.  Brandt,  vice-chmn. 

575 
375 

6 
2 

0 
0 

1842 
1217 

88 

® 
m 

-6.6 

NM 

LU 
11 

19  MISCELLANEOUS  MANUFACTURING   (industrial  lowtech) 

CORNING 

4034.7 
-1.0 

J.  R.  Houghton,  chmn.  &  CEO 
R.  G.  Ackerman,  pres. 

1  189 
871 

-5 
-5 

482 
300 

5791 
5554 

134 

® 
a 

9  6 

NM 

LD 
LH 

DURACELL 
INTERNATIONAL 

1787.5 
1 1.8 

C.  R.  Kidder,  chmn.  &  CEO 
C.  R.  Perrin,  pres.  &  COO 

1038 
717 

21 
36 

13134 
8163 

15733 
9864 

NA 

NA 
NA 

1  1.4 

438  8 

SI 
SI 

HILLEHBRAND 
INDUSTRIES 

1447.9 
20.7 

W.  A.  Hillenbrand,  pres.  &  CEO 
L.  M.  Smith,  sr.  exec,  v-p 

1  195 
u/s 

16 
7 

1414 
1  104 

5271 
4062 

225 

m 

® 

19.4 

19.4 

® 
® 
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EXECUTIVE  COMPENSATION  SCOREBOA 

"WE  JUST 
ADDED  TWO 
MORE  AIRLINES  TO 
MARRIOTT  MILES! 
NOW  WE'D  LIKE 
TO  ADD  YOU." 


Marriott  Miles  proudly  adds  Delta  Air  Lines  and  Air  Canada,  along  with 
American  Airlines®,  British  Airways,  Continental,  Northwest, 
TWA  and  USAir.  You'll  earn  up  to  10,000  miles  for  every  5  stays  - 
whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 


WE  MAKE  IT  HAPPEN  FOR  YOU 


must  be  a  member  of  a  frequent  flyer  program  to  play.  Earn  500  frequent  flyer  miles  for  ever)  stay.  Plus,  2. SOU  miles  after  every  fifth  stay  within  any  12-month 
od,  for  a  total  of  5,000  miles  forever)  5  stays.  With  TW  A  (international  hotels  only).  ( lontinenta)  &  Delta  rai  n  10,000  miles  for  every  5  stays.  Continental  partici- 
on  in  this  program  e  nds  6/30/94.  Marriott's  Honored  Guest  Awards  points  will  not  be  awarded  for  Mar  r  iott  Miles  stays.  Marriott's  Courtyard,  Residence  Inn  and 

l  ii'ld  Inn  hotels  do  not  nartieinate  in  Marriott  Miles   Cheek  in  must  nerrrr  hel'ore  12/31/95     ©1994  Marriott  International  Ine 


The  late  nights.  The  lost  weekends. 
All  your  hard-earned  money.  And 
where's  it  going?  Unfortunately,  you 
may  pay  as  much  as  two  thirds  of  what 
you  have  in  estate  and  other  taxes. 
And  as  unjust  as  this  seems,  it's  just 
one  example  of  how  lack  of  planning  can  seriously  reduce  your  net  worth.  At  CIGNA 
Financial  Advisors,  we  help  people  with  high  net  worth  keep  more  of  what  they  have. 
We  develop  strategies  that  not  only  preserve  assets,  but  help  make  them  grow.  We 
provide  planning  services  and  insurance  and  investment  products  to  address  a  wide 
range  of  estate,  retirement  and  business  succession  issues.  We  believe  your  money 
should  go  lots  of  places.  Down  the  drain  isn't  one  of  them.  Contact  Edward  Berube, 
President,  CIGNA  Financial  Advisors,  Inc.,  S-303,  Hartford,  CT  06152.  203.726.6409. 


CIGNA  Financial  Advisors 

Insurance  &  Investments 
A  Business  of  Caring. 


Estate  Business       Investment      Retirement      Life  Disability      Annuities      Mutual  Asset 

Planning      Planning      Planning         Planning         Insurance      Insurance  Funds  Management 


COMPANY 


EXECUTIVE 


1993  COMPENSATION 


1991-93  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 


SALES  S  MILLIONS 

ROE:  % 


SALARY 
&  BONUS 
$000 


.CHANGE 
FROM 
1992 


LONG- 
TERM 

COMP 
$000 


PAYVS  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 
TOTAL         $  VALUE 

COMP        OF  $  1 00  RC 

$000        INVESTED  RATING  "/< 


CHANGE 
IN  ROE 


ILLINOIS  TOOL 
WORKS 


3159.2 
1 6  4 


J.  D.  Nichols,  chmn.  &  CEO 
H.  R.  Crowlher,  vice-chmn. 


1  168 
530 


1015 
541 


9442 

2572 


167 


|4i 


15.2 


INTL.  GAME 
TECHNOLOGY 

540  5 

27.2 

C.  N.  Mathewson,  chmn.* 
J.  J.  Russell,  pres.  &  CEO 

•Served  as  CEO  until  6/01/93. 

628 
554 

7 
16 

21603 
8247 

43743 
16429 

1413 

® 

m 

27.3 

26.1 

a 
® 

MINNESOTA  MINING 

&  MEG. 

14020.0 
19,4 

L.  D.  DeSimone,  chmn.  &  CEO 
J.  E.  Robertson,  exec,  v-p 

1008 
622 

-1 
1 

896 
1467 

61 10 
5294 

138 

® 
a 

18.8 

-9.4 

m 
® 

RUBBERMAID 

1960  2 
18  7 

W.  R.  Schmitt,  chmn.  &  CEO 
C.  A.  Carroll,  pres.  &  COO 

1200 
524 

45 
24 

592 
160 

4054 
1661 

171 

m 
® 

18.0 

0.1 

m 
m 

20  NATURAL  RESOURCES  (RESOURCES) 

AMERADA  HESS 

5873.0 
-9.3 

L.  Hess,  chmn.  &  CEO 

R.  F.  Wright,  pres.  &  COO 

300 
1025 

0 
0 

0 

1 10 

900 
3345 

101 

LTJ 

a 

-2.1 

NM 

a 
a 

AMOCO 

253400 
13.3 

H.  L.  Fuller,  chmn.,  pres.  &  CEO 
L.  D.  Thomas,  vice-chmn. 

*  1  993  bonus  has  not  been  determined 

830* 
499* 

-32 
-33 

156 
469 

3874 
2781 

1  14 

® 
® 

9.4 

-2.1 

1 
a 

ANADARK0 
PETROLEUM 

476  3 

4.7 

R.  J.  Allison,  Jr.,  chmn.,  pres.  &  CEO 
C.  G.  Manley,  sr.  v-p 

1425 
375 

41 
42 

1442 
1735 

5016 
2640 

157 

® 
m 

4.6 

-47  5 

a 
a 

ASHLAND  OIL 

9574.3 
13.7 

J.R.Hall,  chmn.  &  CEO 

P.  W.  Chellgren,  pres.  &  COO 

1215 
784 

67 
86 

0 
111 

3268 
1974 

136 

m 
m 

5.8 

-3.4 

m 

ATLANTIC  RICHFIELD 

18487  0 
4.3 

L.  M.  Cook,  chmn.  &  CEO 
M.  R.  Bowlin,  pres.  &  COO 

1837 
1  104 

2 
13 

0 
0 

7359 
3747 

98 

a 
a 

10.8 

-81.6 

a 
a 

BURLINGTON 
RESOURCES 

1249  0 

9.8 

T.  H.  O'Leary,  chmn.,  pres.  &  CEO 
G.  E  Howison,  sr.  v-p  &  CFOf 

1580 
944 

9 
97 

6082 
206 

16967 
3076 

132 

m 

8.2 

42.5 

a 
a 

CHEVRON 

1708  2  0 
9.0 

K.  T.  Derr,  chmn.  &  CEO 
J.  D.  Bonney,  vice-chmn. 

1814 
1019 

16 
9 

909 
509 

6127 
3561 

134 

m 
® 

11.3 

-37.9 

COASTAL 

10136.1 
4  8 

O.  S.  Wyatt,  Jr.,  chmn.  &  CEO  896** 
J.  R.  Paul,  pres.  &  CEO*t  659** 
'Retired  7/20/93.**  1  993  bonus  has  not  been  determined. 

-6 
2 

0 

3005 

2995 
7030 

91 

® 
® 

1.1 

-57.5 

a 
® 

ENRON  OIL  &  GAS 

567.7 
15  4 

F.  E.  Hoglund,  chmn.,  pres.  &  CEO 
M.  G.  Papa,  sr.  v-p-operations 

May  contain  data  from  preliminary  source 

725 
354 

0 
10 

4101 

809 

16614 
2242 

187 

a 
m 

11.8 

106.0 

m 
a 

EXXON 

99161.0 
15.0 

L.  R.  Raymond,  chmn.  &  CEO 
C.  R.  Sifter,  pres. 

1659 
1 175 

21 

17 

2883 
1865 

1 1 172 
8632 

138 

a 
m 

15.0 

0.5 

m 
a 

MOBIL 

57151.0 
1 1.9 

A.  E.  Murray,  chmn.  &  CEOf 
L.  A.  Nolo,  pres.  &  COO 

2671 
1253 

26 
47 

2698 
1289 

13142 
6129 

153 

a 
a 

10.1 

8.5 

a 
a 

OCCIDENTAL 
PETROLEUM 

8116  0 
1.0 

R.  R.  Irani,  chmn.,  pres.  &  CEO 

D.  R.  Laurance,  exec,  v-p  &  sr.  op.  offr. 

May  contain  data  from  preliminary  source. 

3680 
1 100 

-  4 
3 

2187 
375 

16083 
4239 

109 

® 
a 

4  4 

NA 

m 
m 

PHILLIPS 
PETROLEUM 

12309  0 

9.1 

C.J.  Silas,  chmn.  &  CEO 
W.  W.  Allen,  pres.  &  COO 

1548 
723 

19 

26 

438 
0 

5884 
1730 

124 

® 
m 

7  6 

-54  2 

a 
a 

UNOCAL 

7528  0 
117 

R.  J.  Stegemeier,  chmn.  &  CEO 
R.  C.  Beach,  pres.  &  COO 

1  105 
752 

1 

23 

707 
963 

6099 
3093 

1  14 

® 
® 

7.2 

-25.4 

a 

LU 

USX-MARATH0N  GROUP  1 1 962  0 

-0  4 

C.  A.  Corry,  chmn.  &  CEO* 

V.  G.  Beghini,  vice-chmn. ;pres. -Marathon 

'Same  compensation  listed  under  USX-U  $.  Stee 

1  704 
919 

52 
32 

440 
747 

4853 
3382 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

21  NONBANK  FINANCIAL  (financial services) 

AETNA  LIFE 
&  CASUALTY 

171 17.7 
-8.7 

R.  E.  Compton,  chmn.,  pres.  &  CEO 
D.  P.  Kearney,  exec,  v-p-invest/fin.  srvi; 

1325 
776 

71 
60 

947 
277 

3827 
2108 

176 

m 
m 

-0.7 

NM 

LU 

in 

AFLAC 

5000  6 

17.9 

D.  P.  Amos,  pres.  &  CEO 
P.  S.  Amos,  chmn. 

1572 
1697 

18 
19 

3486 
0 

1  1683 
8888 

193 

a 
a 

17.0 

20.5 

a 
s 

ALLSTATE 

20943  0 
15.1 

W.  E.  Hedien,  chmn.  &  CEO 

J.  D.  Callahan,  sr  exec  v-p;pres  of  Bus. 

1514 
739 

132 
99 

986 
153 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

AMERICAN  EXPRESS 

14173.0 
18  3 

H.  Golub,  chmn.  &  CEO  2733 
H.  1.  Clark,  Jr.,  vice-chmn.  Lehman  Brothers  2240 
'Includes  $1.3  mil  payment  under  agreement  with  Lehman  Broth 

75 
7 

srs. 

4914 
2348* 

13556 
10436 

163 

LU 
15] 

1  1  4 

270  9 

a 
a 

AMERICAN  GENERAL 

7955.0 
4.9 

H.S.  Hook,  chmn.  &  CEO 
J.  R.  Tuerff,  pres. 

1764 
580 

3 
35 

2561 
744 

1  1951 
2488 

207 

a 
n 

9.2 

-64.0 

a 
a 

AMERICAN  INTL. 
GROUP 

20130.0 
12.6 

M.  R.  Greenberg,  chmn.  &  CEO 
E.  E.  Matthews,  vice-chmn. -finance 

2  J  j  2 
6  6  7 

4 

21 

5447 
902 

14189 
3733 

173 

a 

[3! 

12.9 

-12.8 

a 

LU 

AON 

3844  8 

12.8 

P.  G.  Ryan,  chmn.,  pres.  &  CEO 

H.  N.  Medvin,  exec,  v-p,  CFO  &  treas. 

1  188 

579 

1 1 
14 

0 
0 

3151 
1701 

154 

121 

12 

11.8 

-21.5 

a 
a 

BEAR  STEARNS 

3394.4 
28  5 

A.  C.  Greenberg,  chmn.  &  CEO* 
J.  E.  Cayne,  pres. 

•Resigned  as  CEO  7/1  3/93 

1  1988 
8337 

1 
8 

3926 
7578 

37046 
35241 

296 

® 
® 

23  1 

130.0 

a 
a 

BERKSHIRE 
iMTHAWAV 

3653  5 
8.1 

W.  E.  Buffett,  chmn.  &  CEO 

M.  A.  Goldberg,  pres.-  BH  Credit  Corp. 

100 
281  1 

0 
6 

0 
0 

300 
7313 

245 

m 
a 

6.2 

8  9 

a 
a 
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Footnotes  on  page  58 


EXECUTIVE  COMPENSATION  SCOREBO^ 


Mitsubishi  Luxury 


You  can  take  it  to  the  Ritz. 
You  can  take  it  to  Baja. 
Or  you  can  take  it  up  to  159  mph. 


DIAMANTE  M    0    N    T    E    R    0  3    0    0    0    G  T 


The  Mitsubishi  Diamante  LS. 
What  it  does  lor  your  eyes,  it  does 
for  your  other  senses  as  well 


The  interplay  of  lines  and  shapes  com- 
municates what  might  be  called  "elegant 
aggression " —  a  fitting  expression  of  the 
driving  experience  that  awaits  you.  There 
is  nothing  bland  or  reticent  about  the 


Diamante  LS.  Its  rewards  are  emotional, 
sensual,  as  a  luxury-performance  sedan's 
rewards  should  be.  A  perfect  embodi- 
ment of  what  Mitsubishi  calls  "The  New 
Thinking  in  Automobiles""" 

From  behind  the  wheel  it  feels  taut, 
yet  supple,  giving  a  vivid  tactile  impression 
of  the  road,  minus  the  sharp  edges.  The 
7-way  adjustable  driver's  seat  comes  with 


power  assist  and  is  easily  contoured  to 
your  frame.  Once  adjusted,  it  soothes 
you  as  you  drive.  Precise  orthopedics, 
with  the  opulence  of  leather. 

The  24-valve  V6  engine  moves  you 
along  with  exhilarating  swiftness  and 
gratifying  quietness.  Allowing  you  to 
fully  appreciate  the  extraordinary  stereo 
system,  designed  in  cooperation  with 
Infinity®,  renowned  makers  of  fine  audi- 
equipment.  Meanwhile,  Mitsubishi's 
patented  ETACS-IV"  encompasses  ten 
separate  convenience  features  to 
enhance  your  comfort  and  safety,  from 
speed-sensitive  windshield  wipers  to  a 
comprehensive  security  system. 

Dual  air  bags,  ABS  anti-lock  brakes 
side-impact  protection,  optional  tractio 
control,  and  an  enormously  strong  pas- 
senger cage  all  contribute  to  your  sense 
of  security  and  well-being.  Which,  in 
turn,  serve  to  intensify  the  boundless 
other  pleasures  to  be  enjoyed  in  the 
Diamante  LS. 


The  Mitsubishi  Montero  SR. 
Unruffled  by  mud,  rocks,  snow  or  the 
freeway  on  Monday  morning. 


A  fine  luxury  car  is  expected  to  display 
poise,  unflappability,  masterful  control. 
But  only  on  reasonably  passable  roads. 


The  Montero  SR  displays  those  traits 
on  roads  that  would  not  be  passable  for 
any  conventional  luxury  vehicle.  As  well 
as  surfaces  that  don't  remotely  qualify 
as  roads,  and  in  forbidding  weather. 

With  Active-Trac"4WD,  Montero  even 
adapts  to  the  seventy  of  the  conditions 
at  hand.  From  a  lightly  rain-slicked  road 
all  the  way  to  deep  mud  and  snow.  And 


with  Multi-Mode""  ABS,  anti-lock  braking 
is  preserved  in  every  drive  mode.  It's 
a  highly  versatile,  ruggedly  proficient 
luxury  sport-utility.  In  essence,  a  "go- 
anywhere  "  luxury  vehicle. 

To  go  with  its  smooth,  unruffled 
handling  of  almost  any  condition, 
there's  a  smooth  24-valve  V6  engine 
capable  of  generating  215  horsepower. 
There's  also  a  host  of  amenities,  includ- 
ing a  premium  stereo  system,  power 
windows  and  door  locks,  cruise  control, 
three-row  seating  for  seven,  and  avail- 
able leather  and  wood  interior  trim. 

All  this,  with  an  off-road  racing  her- 
itage that,  in  1993  alone,  produced  five 
major  victories  for  Montero,"  including 
the  Paris-Dakar  Rally.  Such  versatility 
isn't  what  you  expect  from  a  luxury  vehicle. 
But  then,  it's  exactly  what  Mitsubishi's 
"new  thinking"  demands. 


The  Mitsubishi  3000GT  VR-4. 

It  teaches  159  mph  on  a  race  track 

and  is  equally  thrilling  in  a  parking  lot. 


There  are  roads  on  which  it's  perfectly 
legal  to  extract  maximum  performance 
from  the  3000GT  VR-4.  Such  roads  are 


usually  oval  tracks,  closed  to  normal 
traffic.  But  who  knows?  You  may  decide 
to  seek  one  out  someday. 

On  the  other  hand,  you  may  well  be 
content  with  the  challenges  offered  by 
public  roads — the  slow-moving  truck  or 
the  snaking  back  road,  for  example. 
Under  such  circumstances,  terms  like 
"all-wheel  drive,"  "four-wheel  steering," 


"twin  turbochargers, "  "320  horsepowe 
and  "six-speed  gearbox"  take  on  special 
meaning.  You'd  never  believe  an  auto- 
mobile could  do  such  things.  And  with 
such  gratifying  smoothness  and  finess. 

The  truth  is,  the  3000GT  VR-4  repre- 
sents new  thinking  in  high-performance 
driving.  It  looks  and  performs  like  an 
exotic  sports  car,  but  isn 't  priced  like  one. 
Moreover,  it's  equally  gratifying  as  a 
grand-touring  sports  car,  equipped  with 
such  luxury  features  as  a  power- 
adjustable  driver's  seat,  leather  trim,  a 
superb  Mitsubishi/Infinity® stereo  system 
and  comprehensive  safety  equipment. 

All  of  which  make  it  enormously  en- 
joyable to  spend  time  in.  Whether  you're 
negotiating  a  race  track,  taking  an  all- 
day  trip  or  just  sitting  still  in  a  parking 
lot.  And  that  says  nothing  about  the  fun 
you'll  have  watching  heads  turn. 


The  world's  only  production  convertible 
with  a  retractable  hardtop-coming  this  fall. 


* 


For  Mitsubishi,  new  thinking  is  corporate  policy.  The  latest 
example,  a  convertible  3000GT  that  is  coming  soon, 
called  the  3000GT  Spyder.  It  will  be  as  different  from 
other  convertibles  as  the  3000GT  itself  is  from  other 
high-performance  sports  cars.  The  top  is  not  canvas,  nor 
do  you  havcj  to  remove  it  and  store  it  away  when  sunny 
weather  comes.  Its  a  hardtop  that  folds  away  into  the 
trunk  with  the  touch  of  a  button.  All  automatically.  No 
leaks,  no  banged  knuckles,  no  cursing  the  intractability 
of  hooks  and  eyes.  It's  the  world's  only  production  con- 
vertible with  a  retractable  hardtop  t 


olio 


jbislv  3000GT 


Extreme?  Perhaps.  But  the  3000GT  is  designed 
extremes.  Extremes  of  performance  and  driving  pier 
Why  should  the  3000GT  Spyder  be  any  different? 

Zc  IncZooratld  and  me  J  all  federal  safely  standards  tor  a  converge  Vf''fJ*°™  'fa^ 
r  information  on  Mitsubishi's  other  products,  call  1-800 -bbMl l iu. 


For  the  dealer  near  you 


MITSUBISHI 


C   R   E   A  T 


TOGETHER™ 


The  New  Thinking  in  Automobiles 


iecutive  Compensation  Scorei 


WPANY 


EXECUTIVE 


1993  COMPENSATION 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 
S000 


%  CHANGE 
FROM 
1992 


LONG- 
TERM 

COMP 
S000 


1991-93  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 


TOTAL 
COMP 
S000 


S  VALUE 
OF  SI 00 

INVESTED  RATING 


CHANGE 
IN  ROE 


R 

IK 

1 163.0 
28  2 

T.  M.  Bloch,  pres.  &  CEO 

H   W    Rlnrh    rhrnn  * 

11.    VV.    UI(Jt_M,  I.MIIII1. 

•Served  as  CEO  until  8/92 

634 
721 

39 
-1 1 

360 

o 

2935 
4509 

202 

m 

27.5 

15.3 

LTJ 

[2] 

TAL  HOLDING 

2884  2 

13.2 

1.  W.  Bailey  II,  chmn.,  pres.  &  CEO 
S.  J.  Merita,  exec,  v-p 

May  include  data  from  preliminary  source. 

1  1  44 

705 

-10 
27 

761 
814 

5268 
2963 

200 

® 

14.5 

1 8.6 

LH 

m 

SB 

5374.7 
8.2 

D.  R.  O'Hare,  chmn.  &  CEO 
R.  D.  Smith,  pres. 

1397 
977 

1 
5 

250 
175 

7062 
5013 

152 

® 

m 

13.1 

-54.7 

a 
a 

IA 

1  8402.0 
4.2 

W.  H.  Taylor,  chmn.  &  CEO 

L.  P.  English,  pres.-CIGNA  HealthCare 

790 
714 

-24 
25 

1375 
571 

6776 
3019 

1  76 

S] 

® 

5  9 

-31.5 

a 
a 

!NNATI 
NCIAL 

1 442.2 
10.4 

R.  B.  Morgan,  pres.  &  CEO 
J.J.  Schiff,  Jr.,  chmn. 

872 
467 

4 
4 

1881 

393 

4433 
2091 

202 

LH 

m 

10.2 

-1 8.9 

m 
® 

FINANCIAL 

1 1010.8 

5.5 

D.  H.  Chookaszian,  chmn.  &  CEO 
P.  L.  Encjel,  pres. 

1483 
850 

83 
26 

0 
0 

2961 
2 1 46 

113 

® 

3 

1.1 

-33.4 

® 
® 

1  WITTER 
OVER 

5822.0 
1 8.0 

P.  J.  Purcell,  chmn.  &  CEO 

R.  M.  DeMartini,  pres.  &  COO  -  Dean  Witter 

3150 
2100 

40 
24 

3527 
1634 

12329 
7513 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

TABLE 

6479.7 
7  9 

R.  H.  Jenrette,  chmn.  &  CEOf. 
J.  J.  Melone,  pres.  &  COO} 

May  contain  data  from  preliminary  source. *lncl 

12130* 
1976 
des  $10  mil  bor 

74  250 
17  150 
us  paid  by  DLJ 

21290 
51  1  1 

NA 

NA 
NA 

-5.7 

NA 

NA 
NA 

r 

NCIAL  MGMT. 

1670.0 
10.2 

P.  H.  Thomas,  chmn.,  pres.  &  CEO 
R.  D.  Jackson,  sr.  exec,  v-p  &  COO 

6285 
724 

32 
5 

3428 
0 

18303 
2220 

353 

m 

CD 

6.9 

-15.7 

® 

® 

IKLIN 
URCES 

717.3 
25.8 

C.  B.  Johnson,  pres.  &  CEO 
M.  L.  Flanagan,  sr.  v-p  &  CFO 

•Includes  $4.8  mil/contract  (joined  CO.  1  1  /92). 

642 
5522* 

15 
NA 

0 

6966 

1719 
NA 

309 

m 

NA 

26  5 

-16.7 

LTJ 

NA 

RAL  RE 

3560.2 
14.4 

R.  E.  Ferguson,  chmn.,  pres.  &  CEO 
J.  C.  Etling,  vice-chmn. 

1379 
885 

28 
17 

1966 
93 

7174 
3555 

121 

a 

H 

14  9 

-21.8 

® 

lEN  WEST 
NCIAL 

1932.0 
1 3.3 

H.  M.  Sandler,  chmn.  &  CEO* 
M.  O.  Sandler,  chmn.  &  CEO* 

•Both  executives  hold  the  title  of  CEO. 

856 
856 

5 

5 

1559 
1 175 

7539 
9238 

161 

a 
m 

15.4 

-10.8 

® 
a 

T  WESTERN 
NCIAL 

2978.0 
1.7 

J.  F.  Montgomery,  chmn.  &  CEO 
J.  F.  Maher,  pres.  &  COO 

1277 
949 

-18 
-14 

301 
0 

9086 
6371 

185 

a 
a 

5.6 

-72  8 

;s 

m 

iEHOLD 
^NATIONAL 

3305.0 
12.9 

D.  C.  Clark,  chmn.  &  CEO 
A.  Shusta,  group  exec. 

1747 
605 

29 
40 

943 

293 

7248 
1887 

219 

® 

LTJ 

10.3 

-19.6 

a 
® 

RS0N-PIL0T 

1246.6 
12.7 

D.  A.  Stonecipher,  pres.  &  CEO 

K.  C.  Mlekush,  sr.  v-p;exec.  v-p-JP  Life 

986 
484 

112 
NA 

0 
0 

NA 
NA 

206 

NA 
NA 

12.0 

8.6 

NA 
NA 

)LN 
)NAL 

8289  7 
13.0 

1.  M.  Rolland,  chmn.  &  CEO 
R.  A.  Anker,  pres.  &  COO 

966 
492 

15 

-3 

1522 
1378 

6700 
3499 

223 

® 
!3| 

1 1.3 

610 

LH 

m 

May  contain  data  from  preliminary  source. 


i  s 


i 

13687  0 

9.7 

P.  R.  Tisch,  pres.  &  co-CEO 
J.  S.  Tisch,  exec,  v-p 

1898 

553 

12 

9 

0 
0 

4856 
1517 

98 

H 
® 

8.4 

-39  3 

a 
a 

H  &  McLENNAN 

3163.4 
26.8 

A.J.C.  Smith,  chmn.  &  CEO                       1758  -20 
L.J.  Lasser,  pres. &  CEO-Putnam  Investmt.     3970  67 
'Includes  $3  mil  paid  for  exec's  contribution  to  Putnam  performance 

449 
3346* 

1 1549 
14871 

1  14 

® 
® 

27  9 

-4.5 

LH 

a 

429.0 
15.4 

D.  H.  Elliott,  pres.  &  CEO 
R.  L.  Weill,  exec,  v-p 

987 
570 

1 1 
10 

0 
0 

3891 
1674 

231 

m 

LTJ 

14.2 

13.5 

® 

LTJ 

ILL  LYNCH 

16588.2 
25  3 

D.  P.  Tully,  chmn.,  pres.  &  CEO 
J.  L.  Steffens,  exec,  v-p 

6700 
.1445 

29 
27 

1469 
760 

22351 
15029 

422 

B 

a 

213 

386.3 

® 
® 

RESSIVE 

1954.8 
28.4 

P.  B.  Lewis,  chmn.,  pres.  &  CEO 
M.  C.  Murr,  Chief  Investment  Offr. 

2528 
1894 

19 
300 

0 
0 

5858 
NA 

240 

in 

NA 

20.1 

24.0 

m 

NA 

0 

3538.0 
15.4 

R.  H.  Eigsti,  chmn.,  pres.  &  CEO 
B.  A.  Dickey,  exec,  v-p  &  CFO 

568 
359 

15 
9 

479 
264 

2556 
1652 

182 

m 

LTJ 

1 3.3 

8.9 

LTJ 
LTJ 

HON 

8799.0 
20.8 

R.  E.  Denham,  chmn.  &  CEO 
D.  C.  Maughan,  exec,  v-p 

1349 

3000 

22 
31 

721 
4014 

NA 
17469 

203 

NA 

® 

16.1 

144.3 

HA 

a 

UN. 

4460  2 
14.0 

D.  W.  Leatherdale,  chmn.,  pres.  &  CEO 
P.  A.  Thiele,  exec,  v-p  &  CFOf. 

1  168 
571 

86 
96 

151 
60 

3489 
1538 

156 

m 
m 

6.2 

-20.2 

a 
a 

E  MAE 

2617.0 
52.2 

L.  A.  Hough,  pres.  &  CEO 
A.  L.  Lord,  exec,  v-p  &  COO 

•Includes  $  1  4  mil  paid  in  connection  with  re 

787 
651 

signation  1/31/94 

-2 
4 

361 
1849* 

3264 
5260 

104 

® 

45  1 

58  2 

m 

LTJ 

IMARK 

2  1800 
19.5 

R.  K.  Richey,  chmn.  &  CEO 
K.  A.  Tucker,  vice-chmn. 

2137 
1  100 

0 
5 

0 
0 

30808 
4745 

148 

® 

a 

21.8 

-17.3 

a 

LU 

SAMERICA 

4833.0 
14.5 

F.  C.  Herringer,  pres.  &  CEO 
D.  R.  Carpenter,  exec,  v-p 

1  780 
1 127 

18 
22 

381 
545 

4873 
3727 

192 

® 
3: 

9.6 

61.9 

® 
si 

ELERS 

6797.0 
18.4 

S.  1.  Weill,  chmn.  &  CEO  4291 
R.  F.  Greenhill,  chmn.  &  CEO-Smith  Barney*  3965 
•Joined  company  6/24/93. 

56 
NA 

48518 
19983 

137193 
NA 

349 

LH 

NA 

17.3 

40  9 

® 

NA 

tIN 

1363.2 
4.5 

R.  C.  Vie,  pres.  &  CEO 
J.  W.  Burkett,  v-p 

400 
283 

10 
NA 

0 
0 

1084 
NA 

152 

LTJ 

NA 

6  7 

-35.6 

® 
NA 

SA 
ST 
SA 

TC 
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IIS' 


vOlta^:     (joa.  uDcjnt  to  paj 


dtus"  Ami  Pro*  is  made  to  work  with  lotus  1-2-3:"  Same  look  and  feel.  Same  ease  of  use.  And  only 
11  pro  has  complete  file  compatibility  WITH  1-2-3  RELEASE  4  FOR  WINDOWS™   So  words  and  numbers  consort 

;   HAPPILY   ON   SCREEN   AS    THEY   DO    IN    LIFE.    AMI    PRO    IS   ONE   OF   THE    FIVE   WINDOWS   APPLICATIONS   THAT   MAKE  UP 
)T  U  S   SMARTSUITE®  LOOK   INTO    IT.    A    SMARTSUITE    UPGRADE   COSTS    $299  r  OR   GET    THE    SMARTSUITE    TRIAL  KIT, 
ICLUDING  A  WORKING  MODEL  OF   1-2-3   AND  AMI    PRO.    FOR   $11.95.    JUST   CALL   1-800-TRADE-UP,  EXT.  9652** 


bit  us 


Lotus. 


Working  Together 


rade  pnce  direct  from  Lotus  Offer  good  while  supplies  last  "In  Canada  call  l-800-GO-LOTUS.  61994  Lotus  Development  Corporation  55  Cambndge  Parkway  Cambridge  MA  02 1 12  All  rights  ;  '"rved  Lotus  1-2-3, 
'.  Working  Together  and  Ami  Pro  are  registered  trademarks  of  Lotus  Development  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation 
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COMPANY 

EXECUTIVE 

1993  COMPENSATION 

1991-93  PAY-PERFORMANCE  ANALYSIS 

1993 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS. 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT  | 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1992 

TERM 

COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

CHANGE 
IN  ROE 

% 

RATIN 

UNUM 

3397.0 
14.3 

J.  F.  Orr  111.  chmn.  &  CEO 
S.  B.  Center,  exec,  v-p 

1061 
554 

-7 
2 

2278 
1526 

8503 
4596 

233 

HI 
LI 

14.3 

-4.4 

LUfl 

® 

22  OFFICE  EQUIPMENT  &  COMPUTERS   (industrial  hightech) 

APPLE  COMPUTER 

8445.5 
-1.7 

J.  Sculley,  chmn.* 

M.  H.  Spindfer,  pres.  &  CEO 

•Resigned  as  CEO  6/93,  excludes  S 1  mil  se 

1472  -11 
999  -11 
«rance  (left  1 0/93) 

0 

1 158 

9320 
6302 

71 

11 
BP 

13  4 

NM 

® 

AUTOMATIC  DATA 
PROCESSING 

2339  .2 
19.4 

J.  S.  Weston,  chmn.  &  CEO 
A.  F.  Weinbach,  exec,  v-p 

1005 
540 

6 
2 

6669 
1272 

14778 
4690 

21  1 

LU 
® 

20  3 

3.4 

ml 
Hi 

CISCO  SYSTEMS 

928.2 
37.1 

J.  P.  Morgridge,  pres.  &  CEO 
J.  T.  Chambers,  sr.  v-p 

3  59 
313 

8 
9 

0 

12364 

967 
19914 

1 152 

® 

35.1 

84.9 

®\ 
® 

COMPAQ 
COMPUTER 

7192.0 
17.4 

E.  Pfeiffer,  pres.  &  CEO 

G.  Stimac,  sr.  v-p-Systems  Div. 

2500 
880 

-13 
33 

0 

4410 

9001 
8634 

131 

a 

1  1.6 

26  o 

a, 
s 

COMPUTER 
ASSOCIATES  INTL. 

2054  8 
30.1 

C.  B.  Wang,  chmn.  &  CEO 
S.  Kumar,  exec,  v-p-oper.i; 

3700 
933 

35 
81 

0 
0 

8588 
1960 

521 

® 
m 

23.3 

105.8 

® 
®j 

DELUXE 

1581.8 
17.7 

H.  V.  Haverty,  chmn.,  pres.  &  CEO 
J.  K.  Twogood,  exec,  v-p  &  COO 

828 
599 

2 
3 

282 
148 

3270 
2287 

115 

® 

22.2 

-30  5 

® 

EL 

DIGITAL  EQUIPMENT 

13636.6 
-1.9 

R.  B.  Palmer,  pres.  &  CEO 
W.  R.  Hindle,  Jr.,  v-p 

•Reflects  53-week  fiscal  year. 

738* 
459 

NA 

1 

9 
96 

NA 
1693 

62 

NA 

® 

-19.0 

NM 

® 

EMC 

782  6 
35.6 

M.  C.  Ruettgers,  pres.  &  CEO 
R.  J.  Egan,  chmn. 

750 
750 

31 
117 

7324 
0 

9268 
1430 

1238 

® 

m 

21.4 

335  0 

% 

E 

FIRST  DATA 

1  490  3 
19.1 

H.  C.  Duques,  chmn.  &  CEO 
W.  M.  Hoff,  exec,  v-p 

413 
601 

-59 
35 

27 
162 

3341 
1842 

NA 

NA 
NA 

19.3 

NA 

N/ 
N/ 

HEWLETT-PACKARD 

21426.0 
14.7 

L.  E.  Piatt,  chmn.,  pres.  &  CEOl; 
R.  A.  Hackborn,  exec.  v-pf$ 

873 
742 

55 
34 

507 
38 

2828 
1831 

255 

[21 

m 

12.3 

26.4 

® 

IBM 

62716.0 
-43.1 

L.  V.  Gerstner,  chmn.  &  CEO 
J.  F.  Akers,  chmn.  &  CEOf 

'Includes  $4  9  mil  paid  under  agreement  (joinec 

2785 
433 

co.  3/93). 

NA  4925* 
-67  3425* 

*  *  Includes  $3  4  mil  pa 

NA 
8154 
d  in  connection 

60  NA 

LH 

with  retirement  4/30/93. 

-23.2 

NM 

® 

MICROSOFT 

4109.0 

27.7 

W.  H.  Gates  III,  chmn.  &  CEO 
M.J.  Maples,  exec,  v-p-products 

418 
435 

47 
2 

0 

7454 

979 
19323 

241 

31.4 

-9.0 

NOVELL 

1 174.1 

-2.8 

R.  J.  Noorda,  chmn.,  pres.  &  CEO 
M.  M.  Burnside,  ofc.  of  pres.  &  COO 

286 

352 

44 
34 

0 

746 

522 
5469 

252 

m 
® 

17.0 

NM 

® 
s 

VKMILC  JI 3IEIV19 

1  xoo  o 

33.3 

L.  J.  Ellison,  pres.  &  CEO 
G.  W.  Squire,  exec,  v-p 

2150 
1115 

95 
59 

0 

3887 

4150 
7221 

730 

m 
m 

24.8 

NA 

m 

PITNEY 
BOWES 

3542  9 
18  9 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 
M.  C.  Breslawsky,  pres. -Office  Systems 

1262 
727 

5 

-1 

1566 
697 

691 1 
3844 

220 

® 
® 

17.9 

45.1 

® 
® 

SILICON  GRAPHICS 

1  262  0 
15.5 

E.  R.  McCracken,  pres.  &  CEO 
T.  A.  Jermoluk,  exec,  v-p  &  COO$ 

946 

O  1  D 

36 
61 

3015 
987 

51  10 
3851 

367 

m 
m 

-0.9 

2.0 

a 
a 

SUN 

MICROSYSTEMS 

4493  0 
12.8 

S.  G.  McNealy,  chmn.,  pres.  &  CEO 
J.  P.  Roebuck,  v-p-sub$ 

651 

538 

-35 
33 

1461 
987 

4716 
26  18 

136 

® 

[3] 

13.4 

6.8 

® 
m 

UNISYS 

7742.5 
21.3 

J.  A.  Unruh,  chmn.  &  CEO 
V.  E.  Millar,  sr.  v-p 

1573 
627 

-15 
371 

234 
0 

4654 
NA 

505 

® 

NA 

-99.9 

NA 

m 

Nf 

WEUFLEET 
COMMUNICATIONS 

267  4 
28.9 

P.  J.  Severino,  pres.  &  CEO 

G.  J.  Bowen,  sr.  v-p-mktg.  &  field  op.$ 

291 
281 

38 
30 

0 

3448 

699 
4139 

NA 

NA 
NA 

21.2 

NA 

N/ 
N/ 

XEROX 

14601.0 
-6.0 

P.  A.  Allaire,  chmn.  &  CEO 
S.  B.  Ross,  exec.  v. p. 

1316 
1114 

-30 
0 

878 
310 

6004 
4425 

277 

m 
m 

-2.5 

NM 

i 

23  OIL  SERVICE  &  SUPPLY  (resources) 

1 

BAKER  HUGHES 

2642.2 
3.8 

J.  D.  Woods,  chmn.,  pres.  &  CEO 
M.  L.  Lukens,  sr.  v-p 

900 
441 

26 
24 

2418 

796 

5376 
2102 

83 

a 
® 

5.0 

-60.4 

i 
u 

DRESSER 
INDUSTRIES 

4649.8 
21.7 

J.  J.  Murphy,  chmn.  &  CEO 
W.  E.  Bradford,  pres.  &  COO 

1473 
875 

64 
43 

511 
41 

4240 
NA 

1  16 

® 

NA 

12.3 

1  19.8 

m 

N/ 

HALLIBURTON 

6351.0 
-8.2 

T.  H.  Cruikshank,  chmn.  &  CEO 
D.  P.  Jones,  pres. 

800 
500 

0 
0 

0 
0 

2400 
2345 

76 

a 

-4.5 

NM 

Hp 
111 

SCHLUMBERGER 

6705.5 
13.2 

D.  E.  Baird,  chmn.  &  CEO 
V.  E.  Grijalva,  exec,  v-p 

1600 
610 

-3 
17 

0 

506 

5350 
2800 

108 

® 

3 

16.7 

-24.5 

ED 

m 

24  PAPER  &  FOREST  PRODUCTS  (Resources) 

GEORGIA-PACIFIC 

12330.0 

-0  7 

T.  M.  Hahn,  Jr.,  chmn.  &  CEOf 
A.  D.  Correll,  chmn.  &  CEO 

'Includes  $9.7mil  tax  reimbursement  paid  in 

COI 

12243*         393  1438 
2028           85  1369 
nection  with  retirement  1 2/02/93 

20382 
6200 

197 

LU 

B 

-1.5 

NM 

i 
s 

INTL.  PAPER 

13685.0 
4.6 

J.  A.  Georges,  chmn.,  pres.  &  CEO 
J.T.  Dillon,  exec,  v-p-packaging 

1406 
627 

1 

3 

820 
332 

9152 
3658 

136 

a 
® 

4.6 

-54.0 

i 

KIMBERLY-CLARK 

6972.9 
21.4 

W.  R.  Sanders,  chmn.  &  CEO 
J.  G.  Grosklaus,  exec,  v-p 

1058 
516 

7 
-2 

0 
0 

3949 
3353 

135 

® 

19.1 

12  1 

LT 
Es 

LOUISIANA-PACIFIC 

251 1.3 
16.2 

H.  A.  Merlo,  chmn.,  pres.  &  CEO 
J.  Eisses,  v-p-operations 

745 
375 

2 
0 

1  1306 
4280 

15167 
6729 

465 

m 
® 

11.3 

107.3 

LI 
E, 
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It's  # 

pai/back  time 


There's  nothing  like  tlx 
distinct  sound  of  money 
pouring  out  of  yoin 
phone  system. 
And  right  into 
your  company' 
pockets.  Have 
you  heard  it  lately? 
Probably  not.  After  all. 
most  phone  systems  are 
viewed  as  merely  an  expense. 

But  a  ROLM  phone  system  can  actually 
help  your  company  make  more 
money.  Ii  can  also  make  you 
a  lot  more  productive  and  give 

world's  largest  private  ,  .        .  . 

commun.caton  systems      VOU  a  IIICC.   lleallllY  ICtUm  Oil 

manufacturer  Siemens 

has  helped  businesses  inVCStmCHt. 

run  more  efficiently  J 
for  over  1 40  years 


Ik  So  they  installed 
a  ROLM  telephone 
system.  Since  then, 
they've  I  teen  able  to 
reduce  their  lost  calls 
from  30%  to  1%.  And  they 


Converted  a 


»se  hang- 


Just  look  at  w  hat  we  did  for 


,-  ups 

to  orders.  Sales.  Cash.  Dough, 
ive  Cherries.  Almost  $100,000 
per  month  to  be  exact. 
That  s  a  heck  of  a  lot  of  silver  dollars. 
II  you  d  like  to  find  out  how  to  improve 
your  company  s  bottom  line  and  serve  your 
customers  better,  give  us  a  call.  We'll  send  vou 
a  free  booklet  called  -101  Ways  To  Make  Or 
Save  Money  With  Your  Phone  System.'' 

You  II  find  that  the  sound  of  money  can 
have  quite  a  nice  ring  to  it. 


C.R.  England  k  Sons,  a  national  trucking 
firm.  They  were  losing  almost  30%  of  their 
incoming  calls  before  thev  could  answer  them. 

®1994  HOLM 


A  Siemens  Company 

1-800-R0LM-123  ext.  BW4 


COMPANY 


EXECUTIVE 


1993  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 


1991-93  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN        PAY  VS.  CORPORATE  PROFIT 


SALES;  S  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
SOOO 

%  CHANGE 
FROM 
1992 

TERM 

COMP. 
SOOO 

TOTAL 
COMP 
SOOO 

$  VALUE 
OF S100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATJG 

MEAD 

47903 

7.9 

S.  C.  Mason,  chmn.  &  CEO 
S.  S.  Benedict,  pres.  &  COO 

101  1 
805 

92 
72 

325 
21 

2500 
1709 

186 

LTJ 
CD 

5.2 

13  2 

SCOTT  PAPER 

4748.9 
18  5 

P.  E.  Lippincott,  chmn.  &  CEO 

J.  R.  Leaman,  Jr.,  vice-chmn.;  pres. -sub 

618 
452 

-31 

-36 

0 
0 

2515 
2849 

1  15 

m 
i 

-4.6 

NM 

! 

UNION  CAMP 

3120  4 

2.7 

R.  E.  Cartledge,  chmn.  &  CEO 
W.  C.  McClelland,  pres.  &  COO 

738 
523 

21 
15 

345 
48 

3172 
1690 

146 

LU 

m 

3.8 

-77.2 

I 

WESTVACO 

2360  7 

2.8 

J.  A.  Luke,  Jr.,  pres.  &  CEO 
D.  L.  Luke  III,  chmn. 

700 
765 

42 

-8 

0 

1002 

1642 
649/ 

146 

LD 

LH 

6.2 

-75  8 

i 
i 

WEYERHAEUSER 

9544  8 

13.3 

J.  W.  Creighton,  Jr.,  pres.  &  CEO 
C.  W.  Bingham,  exec,  v-p 

1113 
596 

20 
4 

172 
399 

2906 
2017 

220 

LTJ 
LTJ 

6.9 

35.0 

! 
1 

WILLAMETTE 
INDUSTRIES 

2622.2 
8.8 

W.  Swindells,  chmn.  &  CEO 
S.  R.  Rogel,  pres.  &  COO 

588 
465 

2 
9 

270 
0 

2873 
1488 

242 

LTJ 
LTJ 

6.8 

-33.0 

1 

[ 

25  PERSONAL  CARE  PRODUCTS   (CONSUMER PRODUCTS) 

AVON  PRODUCTS 

4007.6 
79  5 

J.  E.  Preston,  chmn.  &  CEO 
E.J.  Robinson,  pres.  &  COO 

921 
694 

-17 
4 

0 
491 

8930 
3637 

191 

® 

LH 

70.8 

87.3 

1 
| 

CLOROX 

1732  7 
20.3 

G.  C.  Sullivan,  chmn.  &  CEO 
W.  F.  Ausfahl,  group  v-p  &  CFO 

809 
436 

101 
1 3 

429 
231 

NA 
1702 

157 

NA 

D3 

13.8 

6.8 

COLGATE- 
PALMOLIVE 

7141.3 
28.5 

R.  Mark,  chmn.  &  CEO 

W.  S.  Shanahan,  pres.  &  COO 

2165 
1  197 

8 
1 3 

2261 
587 

30363 
1 0384 

179 

B 
S 

17.2 

27  3 

GILLETTE 

5410  8 

29.4 

A.  M.  Zeien,  chmn.  &  CEO 
R.  J.  Murray,  exec,  v-p 

1583 
749 

15 
1 2 

1674 
1 643 

1  1949 
4957 

197 

® 
13 

33.4 

-75.6 

PROCTER  &  GAMBLE 

300670 
6.2 

E.  L.  Arrzt,  chmn.  &  CEO 
J.  E.  Pepper,  pres. 

'Some  1 993  incentives  have  not  been  deter 

1763* 
1250* 

mined . 

1 1 

-21 

6577 
1980 

15353 
8554 

139 

H 

a 

16  0 

-70.3 

26  PUBLISHING,  RADIO  &  TV  BROADCAST 

(SERVICE) 

CAPITAL  CITIES/ABC 

5673  6 
1 1.4 

D.  B.  Burke,  pres.,  CEO  &  COOf 
R.  A.  Iger,  exec.  v-p;prcs.  ABC^ 

1 184 

950 

30 
15 

0 

436 

8061 
3282 

135 

a 
® 

10.6 

-19.5 

j 

CBS 

5673  6 
1 1.4 

L.  A.  Tisch,  chmn.,  pres.  &  CEO 

J.  F.  Sagansky,  pres. -CBS  Entmnt.  Div. 

1925 
7825 

22 
28 

0 

232 

4881 
15224 

169 

® 
® 

9.9 

736.5 

DOW  JONES 

1931  8 
9.9 

P.  R.  Kann,  chmn.  &  CEO 
K.  L.  Burenga,  pres.  &  COO 

975 
695 

10 
12 

874 

567 

4368 
3019 

159 

® 
® 

7.7 

32.7 

DUN  &  BRADSTREET 

4710.4 
38.6 

C.  W.  Moritz,  chmn.  &  CEO 
R.  E.  Weissman,  pres.  &  COO 

186  3 
1265 

5 
5 

1380 

920 

8174 
5400 

162 

a 
a 

29.3 

57.9 

GANNETT 

3641  6 
20  8 

J.  J.  Curley,  chmn.,  pres.  &  CEO 
D.  H.  McCorkindale,  vice-chmn. 

1309 
1  109 

0 

-1 

738 
0 

7230 
4907 

169 

a 
a 

20.8 

14 .1 

KNIGHT-RIDDER 

2451  3 
11. 9 

J.  K.  Batten,  chmn.  &  CEO 
P.  A.  Ridder,  pres. 

793 
625 

16 
17 

700 
0 

3961 
2122 

140 

® 

L3 

11.9 

-28.5 

McGRAW-HILL 

2195.5 
1.4 

J.  L.  Dionne,  chmn.  &  CEO 

H.  W.  McGrow  III,  pres.  &  COO 

1485 
973 

10 
31 

29 
0 

4174 
2148 

141 

H 
® 

1 1.0 

-92.3 

READER'S  DIGEST 

2821  4 
34.8 

G.  V.  Grune,  chmn.  &  CEO 
J.  P.  Schadt,  pres.  &  COO 

1708 
856 

23 
20 

896 
359 

10015 
NA 

162 

a 

NA 

29.7 

20.6 

TIME  WARNER 

6581  0 

-24.0 

G.  M.  Levin,  chmn.,  pres.  &  CEO 
B.  W.  Wasserman,  exec,  v-p  &  CFO 

5154 
1843 

41 

5 

0 
0 

13861 
5069 

210 

a 

13 

13  0 

NA 

TIMES  MIRROR 

3714.2 
8  6 

R.  F.  Erburu,  chmn.,  pres.  &  CEO 
D.  Laventhol,  pres.* 

•Resigned  12/31/93. 

1  175 
730 

34 

26 

0 
0 

2925 
1890 

137 

L2J 

® 

5  4 

-8  2 

TRIBUNE 

1952.5 
16.3 

C.  T.  Brumback,  chmn.,  pres.  &  CEO             1  1  90 
J.  W.  Madigan,  exec  v-p;pres-publishing  764 

21 
12 

0 
523 

5565 
5435 

179 

® 
a 

15.0 

NA 

WASHINGTON  POST 

1498  2 
14.7 

D.  E.  Graham,  chmn.  &  CEO 
A.  G.  Spoon,  pres.  &  COO 

400 
618 

0 
-4 

206 
156 

1662 
2015 

135 

LU 
LU 

13.5 

-23.7 

27  RAILROADS  (transportation) 

BURLINGTON 
NORTHERN 

4699.0 
17.3 

G.  Grinstein,  chmn.  &  CEO 
W.  E.  Greenwood,  COO 

1516 

727 

31 
22 

956 
281 

6132 
2759 

214 

13 
LU 

4.4 

2  7 

CONRAIL 

3453.0 
8.0 

J.  A.  Hagen,  chmn.,  pres.  &  CEO  666* 
C.  N.  Marshall,  sr.  v-p-development  390 

•Excludes  $4  1 0,800  bonus  received  in  restricted  stock. 

10 

-2 

6267 
2833 

10956 
4983 

347 

® 
® 

3.0 

1.3 

CSX 

8940  0 
1 1.3 

J.  W.  Snow,  chmn.,  pres.  &  CEO 

A.  R.  Carpenter,  chmn.  &  CEO-CSXT$ 

165  4 

850 

10 
14 

3832 
1067 

12683 
4079 

272 

a 

13 

3  2 

12.1 

SANTA  FE  PACIFIC 

2726.4 
26.7 

R.  D.  Krebs,  chmn.,  pres.  &  CEO 

R.  T.  Zirting,  pres. -Santa  Fe  Pacific  Go 

"Includes  $2 1 5,325  bonus  received  in  restr 

594 
457 
cted  stock. 

-34 
35 

3848* 
1026 

6345 
2494 

348 

,0 

LTJ 

14.3 

NA 

UNION  PACIFIC 

7561.0 
14  9 

D.  Lewis,  chmn.,  pres.  &  CEO 

R.  K.  Davidson,  chm.i  &  CEO  ■  UP  Rail 

282  1 
road  1390 

28 
25 

0 

2550 

15247 
10298 

189 

LU 

LU 

10.7 

3.1 
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4 


COLUMBIA 

BUSINESS 
SCHOOL 


Keeping  everyone  on  strategy  is  an  art. 

You  need  a  management  program  that's  a  masterpiece. 


Marketing  Management 

July  24-29,  Sept.  11-16,  Oct.  30-  Nov.  4*,  Dec.  4-9 

This  is  the  leading  program  of  its  kind  in  the 
world.  It  is  the  only  marketing  program  in  the  top 
ten  in  the  Wall  Street  Journal  1993  survey  on 
Executive  Education.  Over  9,000  managers  have 
selected  this  course  to  gain  a  broader  understand- 
ing of  marketing  as  a  function,  and  as  a 
philosophy.  YouH  learn  about: 

•  managing  markets  strategically 

•  segmentation  and  targeting 

•  competitor  analysis 

•  pricing 

Core  topics  take  you  step-by-step  from  devel- 
oping a  market  focus  through  creating  and 
implementing  a  product-market  plan.  Each  ses- 
sion also  includes  topics  of  special  interest, 
introducing  the  latest  trends  in  analyzing  busi- 
nesses and  creative  new  strategies  in  marketing. 

*Session  held  in  Santa  Barbara,  CA 


Sales  Management 

May  22-27,  November  27-December  2 

Unique  in  its  strategic  emphasis  and  compre- 
hensive coverage,  this  is  also  the  leading  program 
of  its  type  in  the  world. 

The  program  takes  the  approach  that  sales  orga- 
nizations must  add  value  for  the  customer  and 
create  an  advantage  for  their  company.  And  it 
teaches  you  how  to  accomplish  this  by: 

•  integrating  sales  and  marketing  strategy 

•  creating  a  more  effective  sales  force  design 

•  effecting  sales  force  change 

•  maintaining  high  levels  of  sales  performance 
The  program  looks  ahead  to  future  trends  and 

their  implications,  such  as  time-based  competi- 
tion, collaboration  and  increased  diversity.  Enroll 
in  Sales  Management  today  and  make  your 
salesforce  the  factor  that  puts  you  ahead  of  the 
competition. 


Ask  for  our  complete  catalog  of  Executive  Programs,  or  information  on  custom  courses. 
Call  today:  (212)  854-3395  ext.  607  •  Fax  (212)  316-1473 

CDIUMBIA  EXECUTIVE  PROGRAMS  1 


COMPANY 


EXECUTIVE 


1993  COMPENSATION 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 


%  CHANGE 
FROM 


LONG- 
TERM 
COMP. 


1991-93  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 
TOTAL         $  VALUE  CHANGE 
COMP         OF  $100  ROE  IN  ROE 


$000 

992 

$000 

$000 

INVESTED 

RATING 

% 

% 

RATII-I 

28  RETAILING  (FOOD)  (service) 

SAFEWAY 

15214.5 
38.6 

S.  A.  Burd,  pres.  &  CEO 

P.  A.  Magowan.  chmn.  &  CEO* 

•Resigned  as  CEO  4/30/93. 

1095 
981 

933 
34 

0 

1550 

NA 
4526 

173 

NA 

LH 

38.6 

NA 

n| 

m 

WINN-DIXIE  STORES 

1  1040.2 
23.5 

A.  D.  Davis,  chmn.  &  prin.  exec.  offr. 
J.  Kufeldt,  pres. 

749 
749 

8 
8 

0 

1483 

2606 
4263 

177 

m 
® 

22.0 

25.5 

pi 

29  RETAILING  (NONFOOD)  (SERVICE) 

AUTOZONE 

1287.1 
21.8 

J.  R.  Hyde  III,  chmn.  &  CEO 
P.  R.  Formanek,  pres.  &  COO 

1103 
844 

6 
8 

31117 
0 

34223 
2351 

NA 

NA 
NA 

21.8 

-20.8 

I 

K  MART 

34156.0 
-6.5 

J.  E.  Antonini,  chmn.,  pres.  &  CEO 
G.  R.  Mrkonic,  exec,  v-p 

893 
680 

-39 
-22 

0 

286 

5242 
3205 

171 

© 

® 

6.9 

NM 

La 

MELVILLE 

10435.4 
14.1 

S.  P.  Goldstein,  chmn.  &  CEO 
M.  A.  Friedheim,  exec,  v-p 

1335 
799 

-7 
-10 

421 
164 

5033 
2751 

107 

s 
s 

12.3 

-29.5 

9 

n 

NORDSTROM 

3589.9 
1  2  6 

J.  F.  Irving,  exec.  v-p$ 
R.  T.  Nunn,  exec.  v-p$ 

365 
331 

55 
13 

169 
0 

1006 
872 

153 

m 

m 

13.4 

-9.8 

ffl 

ffl 

J.  C.  PENNEY 

19548.0 
19.0 

W.  R.  Howell,  chmn.  &  CEO 
R.  E.  Northam,  exec,  v-p 
May  contain  data  from  preliminary  source 

'Inclu 

1741              7  464 
1012*          85  1188 

des  $368,272  tax  benefit  rights 

5964 
3331 

256 

® 

m 

13.8 

49.3 

8 

M 

PRICE/COSTCO 

15655.3 
8  3 

J.  D.  Sinegal,  pres.  &  CEO$ 
J.  H.  Srotman,  vice-chmn. :£ 

300 
300 

-40 
-40 

6199 
0 

7399 
9949 

NA 

NA 
NA 

NA 

NA 

UA 

SEARS,  ROEBUCK 

50837.5 
28.2 

E.  A.  Brennan,  chmn.,  pres.  &  CEO  3095 
A.  C.  Martinez,  chmn.  &  CEO-sub.  2086 
•Includes  $270,000  paid  under  employee  contract. 

198 
303 

1572 
340* 

8464 
NA 

290 

LI 

NA 

3.1 

304.9 

[3] 

n| 

SPIEGEL 

2596.1 
10.7 

J.  J.  Shea,  vice-chmn.,  pres.  &  CEO 
A.  M.  Withers,  exec,  v-p  &  CFOf 

1 156 
693 

37 
50 

434 

0 

3155 
1544 

342 

ffl 
ffl 

7.5 

-21.1 

ll 

m 

TANDY 

4102.5 
1  1.0 

J.  V.  Roach,  chmn.,  pres.  &  CEO 
W.  C.  Bousquette,  exec,  v-p  &  CFO 

Excludes  six  months  ending  1  2/3  1  /92  (FY 

chg). 

1295 
694 

51 
33 

0 
0 

2874 
1599 

175 

LU 
LU 

11.1 

-34.6 

il 

TOYS  'R'  US 

7946.1 
17.2 

C.  P.  Lazarus,  chmn.  &  CEO* 

R.  C.  Nakasone,  vice-chmn.  &  pres. 

May  contain  data  from  preliminary  source 

*No 

7863 
983 
ongerCEO  1/C 

12 
9 

1/94. 

0 
0 

77618 
8967 

182 

[5) 

a 

15.5 

8.1 

si 

m 

WALGREEN 

8498  2 
17.8 

C.  R.  Walgreen  III,  chmn.  &  CEO 
L.  D.  Jorndt,  pres.  &  COO 

1  145 

760 

15 

23 

372 
249 

3654 
2313 

165 

f2] 

m 

17  9 

-3.3 

[1 

30  SERVICE  INDUSTRIES  (SERVICE) 

BROWNING-FERRIS 

3  58  1  2 

13.2 

W.  D.  Ruckelshaus,  chmn.  &  CEO 
N.  A.  Myers,  vice-chmn. 

1  127 
645 

40 
40 

0 
0 

2739 
2645 

125 

m 
m 

10.4 

-40.3 

si 

B| 

COLUMBIA/HCA 
HEALTHCARE 

10252.0 
36.8 

K.  L.  Scott,  pres.  &  CEO 
D.  T.  Vandewater,  COO 

721 
618 

60 
55 

0 
0* 

1536 
1333 

282 

LTJ 

ffl 

19.8 

54.8 

LL 
II 

'Excludes  $3  mil  stock  transfer  in  connection  with  merger. 


R.  R.  DONNELLEY  4387.8      J.  R.  Walter,  chmn.  &  CEO  1339  13         483  4226 

&  SONS  9  7      C.  K.  Doty,  pres.f  612  -5        1355*  3680 

'Includes  $870,000  payable  in  connection  with  retirement  1  0/93. 


164 


11.4 


-31.4 


FEDERAL  EXPRESS         8115.7      F.  W.  Smith,  chmn.,  pres.  &  CEO  617  12  0  1715 

8.8      T.  R.  Oliver,  exec.  v-p-Worldwide  Cust.'t       499  34  347  1553 

 'Resigned  effective  7/3 1  /93 .  


209 


ffl 


2.7 


NM 


FLUOR 

8100.9 

L.  G.  McCraw,  chmn.  &  CEO 

1353 

15 

3429 

12036 

1  14 

LU 

15.4 

1.0 

Ll 

16.2 

V.  L.  Kontny,  pres.  &  COO 

896 

13 

1843 

7870 

® 

S 

GENUINE  PARTS 

4384  3 

L.  L.  Prince,  chmn.  &  CEO 

867 

18 

67 

2588 

160 

® 

18.0 

-10.4 

LU 

17  9 

T.  C.  Gallagher,  pres.  &  COO 

607 

18 

89 

1740 

® 

1 

W.  W.  GRAINGER 

2628  4 

D.  W.  Grainger,  chmn.  &  pres. 

996 

28 

0 

2907 

179 

® 

15.1 

1.9 

1 

15  8 

J.  D.  Fluno,  vice-chmn. 

927 

31 

0 

4563 

m 

1 

HEALTHTRUST 

2424  9 

R.  C.  McWhorter,  chmn.,  pres.  &  CEO 

1 125 

18 

0 

2975 

NA 

NA 

-15.4 

NA 

LU 
HI 

20.2 

W.  H.  Connery,  Jr.,  sr.  v-p  &  COO 

650 

24 

0 

1475 

NA 

NATIONAL  MEDICAL 

3434  9 

R.  K.  Earner,  chmn.  &  CEO 

1  108 

-14 

265V* 

7218 

81 

Ll 

9.6 

-26.3 

0 

ENTERPRISES 

1 1.6 

L.  Cohen,  pres.  &  COO 

742 

-24 

2027** 

7763 

LU 

1 

'Includes  $2.7  mil  severance  (resigned  5/3  1/93).  ** Includes  $2  mil  severance  (resigned  5/3  I  /93) 


PREMIER 
INDUSTRIAL 


713.3 
22.0 


M.  L.  Mandel,  chmn.  &  CEO 
P.  S.  Sims,  vice-chmn.  &  CFO 


520 
284 


0 

1  10 


1495 
1083 


177 


PJ 

ffl 


22.3 


14.0 


RYDER  SYSTEM 


4217  0 
8.7 


M.  A.  Burns,  chmn.,  pres.  &  CEO 
E.  A.  Huston,  sr.  exec,  v-p  &  CFO 


1 189 
754 


-21 
-9 


1250 
415 


5313 
2433 


214 


6  9 


[2] 


62.4 


UNITED  HEALTHCARE 


2527.3 
20.3 


W.  W.  McGuire,  chmn.  &  CEO 
G.  B.  Borkow,  exec,  v-p  &  CFO 


1696 
856 


29 
48 


22161 
7141 


653 


20.4 


L2] 


-24.8 


WELLPOINT  HEALTH       2449.2       L.  D.  Schaetfer,  chmn.,  pres.  &  CEOf  845  -7  496  3595  NA  NA 

NETWORK  16  3       D.  M.  Weinberg,  exec.  509  3  207  1822  NA 

May  contain  data  from  preliminary  source. 
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Footnotes  on  page  58 


EXECUTIVE  COMPENSATION  SCOREBO, 


i-NEC-VERSA  (Or.  for  details  via  FastFacts'",  1-800-366-0476.  #83772  ) 


You  are  an 


Versa 


'A 


unfinished  book. 

Our  new  Versa  notebook  is 

A  work  in 
flexible  enough  to  help  you 

progress.  A 
with  all  the  pages  of  your 

growing  stack  of 
life  It's  a  canvas  with  a  key- 
unbound  pages; 
board  A  power  tool  with  a 

the  story  of  all 
trackball  It's  perfect  for  shar- 

you  are,  and  will 
mg  ideas  with  people  right 

be.  There  are 
in  front  of  you  or,  using  its 

pages  devoted 
advanced  communications 

to  the  things 
capabilities,  a  continent 

you  have  to  do: 
away  The  artistry  of  its  new, 

Edit  your  report, 
brighter,  active-matrix  color 

Work  on  your 
screen  could  well  inspire  you 

presentation, 
to  some  artistry  of  your  own 

There  are  other 
While  its  unique,  color 

pages  full  of  the 
TouchPen"'  capability  invites 

things  you  like  to 
precise  annotating,  or 

do:  Music.  Art. 
impassioned  finger-painting 

Travel.  But  most 
(For  up  to  10  hours  on  a 

are  full  of  ideas 
single  charge  )  Named 

that  you'd  like 
"Best  of  1993"  by  PC  Mag- 
to  share  with 
azme."  Versa  can  be  a  note- 

the  world.  That 
book,  a  desktop,  or  a  tablet 

you've  got  to 
Above  all,  its  modular 

share  with  the 
design  lets  it  expand  for 

world.  You  are 
changing  needs  and  new 

an  unfinished 
technologies  Because  in 

book.  And  the 
technology  as  in  life,  there's 

best  part  of  the 
a  new  page  written  every  day 

story  is,  you'll 


never  be  done. 


0j 
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COMPANY 


EXECUTIVE 


1993  COMPENSATION 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 


.CHANGE 
FROM 


LONG- 
TERM 
COMP. 


1991-93  PAY-PERFORMANCE  ANALYSIS  

PAY  VS  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 


TOTAL 
COMP 


S  VALUE 
OF  $100 


CHANGE 
IN  ROE 


$000 

1992 

$000 

$000 

INVESTED 

RATING 

% 

% 

RATIN 

WMX 

TECHNOLOGIES 

91  35  6 
1  1.1 

D.  L.  Buntrock,  chmn.  &  CEO                       1 479 
P.  B.  Rooney,  pres  &  COO                          1 000 

*Excludes  $4.3  mil  stock  option  exercise  &  $97,800  in  a  bonus 

-15 
-22 
plan  from 

2 

0* 

Wheelabrator. 

8638 
10243 

80 

LU 

m 

15.7 

-42.4 

a 
a 

31  STEEL    (INDUSTRIAL:  LOW  TECH) 

NUCOR 

2253.7 
13.7 

F.  K.  Iverson,  chmn.  &  CEO 
S.  Siegel,  vice-chmn.,  exec,  v-p 

648 
488 

57 
57 

904 
208 

2857 
1365 

345 

m 
m 

1 1.0 

19.1 

a 
1 

USX-U  S  STEEL  GROUP 

5612.0 
-32.5 

C.  A.  Corry,  chmn.  &  CEO*                          1 704 
T.J.  Usher,  pres.*  878 

'Same  compensation  listed  under  USX-Maralhon  Grp. 

52 
104 

440 

570 

4853 
2575 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

32  TELECOMMUNICATIONS  (telecommunications) 

ALLTEL 

2342.1 
16  9 

J.T.  Ford,  chmn.  &  CEO 
M.  E.  Bobbin",  pres. 

1005 
71 1 

4 
6 

367 
99 

3929 
2287 

187 

m 

® 

17.3 

-11.1 

i 

a 

AT&T 

67156.0 
28.7 

R.  E.  Allen,  chmn.  &  CEO 
V.  A.  Pelson,  exec,  v-p 

2517 
1 157 

1  1 
12 

1348 
1096 

10814 
500) 

187 

® 

17.3 

47  9 

1 
1 

AMERITECH 

1 1 710.4 
19.3 

W.  L.  Weiss,  chmn.  &  CEOf 
R.  C.  Notebaert,  pres.  &  COO$ 

1703 
877 

19 

60 

221  1 
860 

10060 
31  16 

131 

® 
® 

17.6 

18.9 

1 
a 

BELL  ATLANTIC 

12990  2 
18.0 

R.  W.  Smith,  chmn.  &  CEO 

R.  M.  Volentini,  pres.  &  CEO-sob. 

1690 
721 

18 
28 

761 
355 

7728 
NA 

125 

m 

NA 

17.6 

22.3 

a 

na; 

BELLSOUTH 

15880  3 
7  7 

J.  L.  Clendenin,  chmn.,  pres.  &  CEO 

W.  O.  McCoy,  v-chmn;pres.  &  CEO-Enterp 

1503 
807 

9 
4 

0 
0 

5241 
3009 

21 

® 
® 

10.4 

-40.5 

a 
a 

DSC 

COMMUNICATIONS 

730.8 
13  2 

J.  L.  Donald,  chmn.,  pres.  &  CEO 
G.  F.  Montry,  sr.  v-p  &  CFO 

May  contain  data  from  preliminary  source. 

2559 
658 

164 
48 

809 
1787 

8637 
4204 

895 

m 
m 

-14.4 

81.5 

s 
a 

GTE 

19748.0 
10.3 

C.  R.  Lee,  chmn.  &  CEO 

K.  B.  Foster,  v-chmn.  &  pres. -Tele  Ops 

1746 
1111 

-6 
-5 

543 
1565 

6273 
5806 

138 

® 
® 

13.9 

-40.9 

a 

LIN 

BROADCASTING 

688.6 
NA 

C.  O.  McCaw,  chmn.  &  CEO-Co.  &  McCawf   1 00 
J.  L.  Barksdale,  pres.  &  COO-McCaw  Cellular}:  925 

May  contain  data  from  preliminary  source.  Paid  by  McCaw  Ce 

0 
16 
lulor 

0 
0 

353 
1922 

180 

m 
m 

NA 

NA 

N/ 
N/ 

NYNEX 

13407  8 

-2.7 

W.  C.  Ferguson,  chmn.  &  CEO 
F.  V.  Salerno,  vice-chmn. 

1438 
835 

-3 
1 

429 
195 

5125 
2884 

132 

LU 

m 

5.8 

NM 

a 

PACIFIC  TELESIS 

9244  0 
2.5 

S.  L.  Ginn,  chmn.  &  CEO 
C.  L.  Cox,  grp.  pres.-PacTel 

1630 
795 

18 

5 

592 
589 

6137 
3420 

134 

® 
® 

9.8 

-82  4 

PACTEL 

988  0 

S.  L.  Ginn,  chmn.  &  CEO* 

1630 

18 

592 

6137 

NA 

NA 

NA 

NA 

N>| 

12 

C.  L.  Cox,  pres.  &  COO* 

*Same  compensation  listed  under  Pacific  Telesis. 

795 

5 

589 

3420 

NA 

i 

SOUTHWESTERN 
BELL 

10690.3 
18  9 

E.  E.  Whitacre,  Jr.,  chmn.  &  CEO 

R.  G.  Pope,  vice-chmn;pres.  &  CEO-sub 

2150 
1212 

24 

7 

2246 
1  173 

9795 
5984 

164 

,4, 

H 

15.3 

47.0 

a 
a 

SPRINT 

1  ] 367  8 

12.2 

W.  T.  Esrey,  chmn.  &  CEO 

R.  T.  LeMay,  pres. -Long  Distance  Div. 

1692 
890 

29 
47 

886 
1504 

8498 
3702 

162 

® 
® 

13.9 

-8.5 

a 
a 

US  WEST 

10293.6 
8  1 

R.  D.  McCormick,  chmn.  &  CEO 
A.  G.  Ames,  pres.  &  CEO-sub. 

1278 
743 

10 
7 

1384 
997 

56  1  5 
4183 

134 

2  \ 
3 

9.4 

-37.4 

a 
a 

33  TEXTILES,  APPAREL  (consumer  products) 

MIKE 

3868.9 
19.4 

P.  H.  Knight,  chmn.  &  CEO 
R.  K.  Donahue,  pres.  &  COO 

1096 
928 

13 
10 

0 
0 

3067 
2268 

120 

[2! 
® 

22.1 

-30.3 

i 

n 

REEBOK 

INTERNATIONAL 

2893.9 
26.4 

P.  B.  Fireman,  chmn.,  pres.  &  CEO 
J.  H.  Duerden,  sr.  v-p 

1650 
1034 

3 
23 

0 
0 

5254 
3555 

269 

m 

22.9 

48.9 

LI 
1 

SHAW  INDUSTRIES 

2476  3 
16.3 

R.  E.  Shaw,  pres.  &  CEO 

W.  C.  Lusk,  Jr.,  chmn.,  sr.  v-p  &  treas. 

1693 
920 

24 
1 1 

0 

1920 

4774 
5  190 

513 

m 
m 

15.0 

-41.2 

LI 

i 

VF 

4320.4 
15.6 

L.  R.  Pugh,  chmn.  &  CEO 
M.  J.  McDonald,  pres. J; 

1266 
728 

-25 
1 

894 

0 

8364 
2040 

269 

m 
m 

17.5 

67.3 

I 

34  TIRE  &  RUBBER 

(INDUSTRIAL:  LOWTECH) 

COOPER  TIRE  &  RUBBER  1 1 93  6 

1 8.6 

I.W.  Gorr,  chmn.  &  CEO 
P.  W.  Rooney,  pres.  &  COO 

817 
595 

-2 
7 

239 
0 

2813 
1937 

298 

m 
m 

19  9 

3.1 

LT 

GOODYEAR  TIRE  & 
RUBBER 

1 1643  4 

21.2 

S.  C.  Gault,  chmn.  &  CEO 

H.  M.  Wells,  vice-chmn.,  pres.  &  COO 

1986 
1238 

7 
16 

9292 
1620 

15788 
4937 

496 

® 
m 

14.3 

NA 

I 
S 

35  TOBACCO 

(CONSUMER  PRODUCTS) 

AMERICAN  BRANDS 

13701  0 
15.7 

W.J.  Alley,  chmn.  &  CEO                           1947*  -4 
T.  C.  Hays,  pres.  &  COO                             1 066*  *  -6 
'Excludes  $4  3  mil  multi-yr  tax  reim  rel  to  ret.  benes.  "Excludes  $2. 1  mil 

0 
0 

multi-yr  tax  reim 

10950           93          B  18.4 
5212  LU 
bursement  relates  to  retirement  benefits 

-2.1 

s 

PHILIP  MORRIS 

50621.0 
30.7 

M.  A.  Miles,  chmn.  &  CEO 
G.  C.  Bible,  exec,  v-p 

1355 
1  323 

-27 
9 

0 
0 

7065 
6722 

121 

3 

a 

33.8 

3  6 

S 
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EXECUTIVE  COMPENSATION  SCOREBO 


Van  Kampen  Metritt 


 „■■',  — i  4' 


Strive  for  high  tax-free 

current  income  •  Now  is  the  most 

important  time  in  years  to  reach  for  the  high 
level  of  real  income  that  can  be  yours  with  tax- 
free  investments.  Consider  Van  Kampen  Merritt 
Municipal  Income  Fund,  which  seeks  to  provide 
high  current  income  exempt  from  federal  income 
tax  with  preservation  of  capital. 

Van  Kampen  Merritt's  portfolio  management 
expertise  is  supported  by  one  of  the  largest 
research  teams  in  the  industry  devoted  to 
inalyzing  and  assembling  effective  portfolios 
3f  municipal  securities. 

You  can  get  started  with  a  low  minimum 
nvestment  and  enjoy  the  convenience  of  a 
'egular,  monthly  check. 


Ask  your  investment  representative  for  a 
prospectus  containing  more  complete 
information,  including  charges  and  expenses. 
Read  it  carefully  before  you  invest. 

Or  call  1-800  DIAL  VKM  ext.  1110 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 

VAN  KAMPEN  MERRITT 

MUNICIPAL 

INCOME  FUND 

Van  Kampen  Merritt 

Investing  With  A  Sense  Of  Direction  '-' 


k  portion  of  income  may  be  subject  to  state  or  local  taxes  and  the  federal  alternative  minimum  tax  (AMT). 


COMPANY 


EXECUTIVE 


1993  COMPENSATION 


1991-93  PAY-PERFORMANCE  ANALYSIS 


1993 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  S  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

CHANGE 

ROE:  % 

&  BONUS 

FROM 

COMP 

COMP 

OF  $100 

ROE 

IN  ROE 

$000 

1992 

$000 

$000 

INVESTED 

RATING 

% 

% 

RATINI 

l  i  i  n  a 

1  1  1  U.4 

L.  F.  Bontle,  chmn.  &  CEO*t 

3040 

13 

3000 

35787 

165 

65.1 

69.1 

® 

79.7 

V.  A.  Gierer,  Jr.,  chmn.,  pres.  &  CEO 

2096 

13 

250 

15363 

LH 

® 

"Retired  12/01/93. 

36  UTILITIES 

(UTILITIES) 

AMERICAN  ELECTRIC 

5268.8 

E.  L.  Draper,  Jr.,  chmn.,  pres.  &  CEO 

687 

70 

0 

NA 

158 

NA 

10.5 

-28.0 

NA 

POWER 

8.6 

P.  J.  DeMaria,  treas.;  exec,  v-p 

357 

28 

0 

936 

ill 

L?l 

BALTIMORE 

2668.7 

C.  H.  Poindexter,  chmn.  &  CEO 

590 

66 

82 

1632 

159 

CD 

9  3 

56.9 

lD 

GAS  &  ELECTRIC 

10.2 

E.  A.  Crooke,  pres.  &  COO 

444 

35 

0 

1320 

LH 

LI 

CAROLINA 

2895  4 

S.  H.  Smith,  Jr.,  chmn.  &  CEO 

717 

16 

177 

2295 

150 

LI 

14.0 

15.1 

HI 

POWER  &  LIGHT 

12.8 

W.  Cavanaugh  III,  pres.  &  COO 

5  50 

57 

56 

NA 

NA 

NA 

CENTRAL  & 

3687  0 

E.  R.  Brooks,  chmn.,  pres.  &  CEO 

627 

6 

57 

2142 

159 

m 

1 1.7 

-31.1 

LI 

SOUTH  WEST 

8.9 

T.  V.  Shockiey  III,  exec,  v-p 

421 

6 

35 

1344 

LU 

s 

COMMOHWEALTH 

5260  4 

J.  J.  O'Connor,  chmn.  &  CEO 

883 

20 

0 

2285 

101 

® 

2.9 

-6.3 

a 

EDISON 

0.7 

S.  K.  Skinner,  pres.* 

601 

NA 

0 

NA 

NA 

NA 

•Joined  co  2/93 

CONSOLIDATED 

6265  4 

E.  R.  McGrath,  chmn.,  pres.  &  CEO 

820 

10 

59 

2368 

160 

H 

11.8 

3  7 

OS 

EDISON  OF  NY 

12.3 

R.  J.  McCann,  exec,  v-p  &  CFO 

472 

6 

55 

1457 

HI 

DETROIT  EDISON 

3555.2 

J.  E.  Lobbia,  chmn.,  pres.  &  CEO 

625 

19 

0 

1662 

127 

m 

17.3 

-18.6 

s 

15.1 

L.  G.  Garberding,  exec,  v-p  &  CFO 

307 

13 

0 

1 101 

n 

DOMINION 

4433.9 

T.  E.  Capps,  chmn.,  pres.  &  CEO 

721 

8 

292 

2699 

168 

® 

11.3 

-5.3 

® 

RESOURCES 

11.6 

J.  T.  Rhodes,  pres.  &  CEO-Virginia  Power 

558 

6 

98 

1711 

® 

a 

DUKE  POWER 

4281  9 

W.  S.  Lee,  chmn.,  pres.  &  CEOf 

815 

7 

225 

2451 

156 

® 

12  4 

4.0 

a 

13.2 

W.  H.  Grigg,  vice-chmn. 

418 

8 

101 

1243 

® 

m 

ENRON 

10096.5 

K.  L.  Lay,  chmn.  &  CEO 

2375 

3 

6075* 

22572 

227 

® 

NA 

NA 

NA 

NA 

R.  D.  Kinder,  pres.  &  COO 

1578 

10 

3195** 

12102 

LU 

NA 

"Includes  $1.1  mil  bonus  to  buy  stock  **lnclud 

bs  $363,006 

paid  in  connection  with  ad 

vance  for  stock  purchase. 
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The  Call. 


POWERED  BY 
MOTOROLA 


Busy  people  everywhere  call  on  the  Bravo  Encore! "  pager  to  stay  in  touch  with 
home  and  office.  Its  small  size,  light  weight,  programmable  alarm  and  larger, 
angled  display  make  it  the  pager  that's  easier  to  use,  smarter  to  choose. 


HraiH)  Ftuvrc'  i>  a  trtidrttiark  ami  Motorola  ami  thc<**iarr  tryisf-Trti  trademarks  of  Motorola.  Im  '<</W4  Motorola,  hit  All  rights  rt^envd 
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PA  N  Y 


EXiCUTIVE 


1993  COMPENSATION 


1991-93  PAY-PERFORMANCE  ANALYSIS 


1993 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  S  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
SOOO 

%  CHANGE 
FROM 
1992 

TERM 
COMP 
$000 

TOTAL 
COMP 
SOOO 

S  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

tGY 

4485  3 

E.  Lupberger,  chmn.  &  CEO 

1000 

6 

295 

3120 

180 

® 

10.5 

13  7 

4 

1 0.0 

J.  L.  Moulden,  pres.  &  COO 

757 

4 

100 

2250 

® 

a 

DA  PROGRESS 

2449.0 

J.  B.  Critchfield,  chmn.  &  CEO 

982 

55 

278 

2346 

154 

m 

NA 

NA 

NA 

1 0.8 

R.  Korpan,  pres.  &  COO' 

660 

55 

153 

1518 

® 

NA 

ROUP 

5316.3 

J.  L.  Broadhead,  chmn.,  pres.  &  CEO 

1353 

10 

701 

5149 

160 

a 

1 1.3 

NA 

LTJ 

1  U.4 

S.  E.  Frank,  pres.  &  COO 

762 

8 

274 

2870 

m 

m 

;t  IAL  PUBLIC 

3596.1 

J.  R.  Leva,  chmn.,  pres.  &  CEO 

713 

21 

124 

1902 

156 

m 

10.4 

-10.5 

® 

in  ties 

1 1 .3 

1.  H.  Jolles,  sr.  v-p  &  genl.  counsel 

384 

5 

50 

1237 

m 

j)(  rou 

4323.9 

D.  D.  Jordan,  chmn.  &  CEO-co.  &  sub. 

830* 

-37 

763 

4050 

154 

a 

1  1.7 

36  5 

® 

INI  TRIES 

12.7 

D.  D.  Sykora,  pres.  &  COO 

559* 

-36 

510 

2685 

a 

*  Bonus  for  1 993  has  not  been  determined. 

i 

ISLAND 

OQp  1  ft 
ZOO  1  .u 

W.  J.  Catacosinos,  chmn.  &  CEO 

534 

8 

0 

1483 

138 

® 

1  1.0 

-11.5 

LH 

l!i 

IN6 

10.8 

A.  F.  Earley,  Jr.,  pres. 

301 

1  1 

0 

812 

m 

La 

iRA  MOHAWK 

3933.4 

W.  E.  Davis,  chmn.  &  CEOf 

500 

152 

108 

949 

170 

m 

9  7 

369  9 

LTJ 

'0 

R 

9.8 

J.  M.  Endries,  pres. 

344 

2 

0 

982 

m 

LTJ 

EDISON 

23(  9.9 

W.  R.  Holland,  pres.  &  CEO 

468 

32 

0 

929 

159 

LTJ 

6.9 

-99.7 

® 

0.0 

H.  P.  Burg,  sr.  v-p  &  CFO 

254 

2 

0 

719 

m 

m 

i 

CGAS 

10582.4 

R.  A.  Clarke,  chmn.  &  CEO 

824 

-16 

370 

4424 

162 

a 

12.4 

0.1 

a 

:tric 

11.9 

S.  T.  Skinner,  pres.  &  COO 

584 

-16 

204 

3033 

a 

a 

~>M  CORP 

3412  4 

A.  M.  Gleason,  pres.  &  CEO 

1040 

70 

323 

4565 

105 

a 

9.8 

15.5 

a 

1 1.9 

C.  E.  Robinson,  chmn.,  pres.  &  CEO-sub. 

620 

65 

271 

2536 

m 

LU 

— 
•ft 

INDIE 

2120.9 

D.  R.  Hendrix,  chmn.,  pres.  &  CEO 

24* 

2 

6525 

6572 

209 

a 

9.6 

NA 

m 

A! 

IN 

8.9 

G.  L.  Mozanec,  vice  chmn.  &  exec,  v-p 

514 

9 

211 

1740 

® 

LTJ 

•Reflects  other  pay;  salary  paid  in  restricted  stock. 

'El 

INERGY 

3988.1 

J.  F.  Paquette,  Jr.,  chmn.  &  CEO 

829 

4 

767 

3728 

190 

m 

1  1.7 

NM 

m 

12.7 

C.  A.  McNeill,  Jr.,  pres.  &  COO 

538 

6 

0 

1623 

3. 

LTJ 

Footnotes  on  page  58 


68HC05 


The  Answer. 

The  Motorola  68HC05  microcontroller  answers  every  need  for  the  Bravo  Encore!  It's  a  small 
and  inexpensive  power  miser  that  tirelessly  sequences,  decodes  and  displays  paging  information. 
From  pagers  to  televisions,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 


M)  MOTOROLA 

Microcontrollers 


-m  ■  m  _r  _  i  ■  l  i  i 
— «r 

r  a  \    k   k.    m  m  m 


COMPANY 


EXECUTIVE 


1993  COMPENSATION 


1991-93  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 


SALES:  S  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 
$000 


% CHANGE 
FROM 
1992 


LONG- 
TERM 

COMP. 
$000 


PAY  VS  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 


TOTAL 
COMP 
$000 


$  VALUE 
OF  $  1 00 

INVESTED  RATING 


CHANGE 
IN  ROE 


PENNSYLVANIA 
POWER  &  LIGHT 


2727.0 
13.0 


W.  F.  Hechl,  chmn.,  pres.  &  CEO 
C.  E.  Russoli,  exec,  v-p  &  CFOf 


420 
324 


22 
7 


71 
51 


1262 
1061 


145 


m 


13.0 


-3.4 


POTOMAC  ELECTRIC 
POWER 


1725  2 
115 


E.  F.  Mitchell,  chmn.  &  CEO 
H.  L.  Davis,  vice-chmn.  &  CFO 


825 
612 


43 
42 


2009 
1503 


154 


3.6 


PUBLIC  SERVICE  5705  6      E.  J.  Ferland,  chmn.,  pres.  &  CEO  623*         -28  39  2438 

ENTERPRISES  11.6      L.  R.  Codey,  pres.  &  COO-PSE&G  379*        -14  18  1267 

*  1  993  bonus  has  not  been  determined. 


146 


114 


® 


-4.5 


SAN  DIEGO 

1980  1 

T.  A.  Page,  chmn.  &  CEO 

356 

13 

514 

3345 

130 

® 

14  1 

-8.3 

GAS  &  ELECTRIC 

13.9 

J.  E.  Thomas,  pres.  &  COO 

488 

14 

201 

1654 

SCEC0RP 

7821.1 

J.  E.  Bryson,  chmn.  &  CEO 

982 

8 

0 

2824 

128 

® 

1  1  8 

-25.2 

10.7 

B.  C.  Danner,  sr.  v-p  &  gen.  couns. 

425 

101 

0 

NA 

NA 

S0NAT 

1741.1 

R.  L.  Kuehn,  Jr.,  chmn.,  pres.  &  CEO 

1395 

37 

856 

5443 

136 

1 1.8 

104.6 

19.4 

D.  G.  Russell,  exec,  v-p 

1262* 

126 

1243 

3787 

® 

Moy  include  data  from  preliminary  source  'Includes  $649,292  tax  reimbursement  &  stock  option  exercise 


TEXAS  UTILITIES 


5434.5 
5  6 


J.  S.  Farrington,  chmn.  &  CEO 
E.  Nye,  pres. 


86V 

24 

347 

3118 

143 

® 

2.8 

-55.0 

654 

25 

265 

2353 

m 

660 

3 

0 

1960 

155 

m 

13.6 

-7.2 

292 

29 

0 

745 

m 

0* 

-100 

4382 

15598 

183 

m 

14.7 

50.9 

540 

35 

13 

1400 

m 

UNION  ELECTRIC 


20660 
12.8 


W.  E.  Cornelius,  chmn.  &  CEOj 
C.  W.  Mueller,  pres. 


WHEELABRAT0R  1  1 42.2       P.  B.  Rooney,  chmn.  &  CEO; 

TECHNOLOGIES  13  1       J.  M.  Kehoe,  Jr.,  pres.  &  COO 

'Compensated  by  WMX  Technologies. 


WILLIAMS 


2438.2      J.  H.  Williams,  chmn.  &  CEO  1206  14        7027*  11587 

13  9      K.  E.  Bailey,  pres.  734  24  906  3709 

May  contain  data  from  preliminary  source  "Includes  $2mil  paid  in  connection  with  resignation  1  /  1  /94. 


206 


10.7  115.5 


WISCONSIN  ENERGY 


1643.7 
1  1.4 


R.  A.  Abdoo,  chmn.,  pres.  &  CEO 
J.  W.  Boston,  v-p;  pres.  &  COO-sub. 


572 
318 


16 
12 


1518 
886 


149 


CD  11.8  -15.4 
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The  Brawn. 


POWERED  BY 
MOTOROLA 


The  Jeep'  Grand  Cherokee  is  one  mean  machine.  It  has  the  looks,  luxury 
and  handling  that  can  intimidate  sports  sedans.  That,  along  with  a  V-8  and 
legendary  Jeep  toughness,  made  it  Motor  Trend's  Truck  of  the  Year. 


Motorola  and  the  ®  are  regained  trademarks  of  Motorola.  Im  \eep  is  a  registered  trademark  of  Chrysler  Corp  Motor  Irend  Truck  of  the  Year  awarded  for  m  1  model  wear  6H9<  Motorola.  Im  All  nxht>  reynrd 
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J  PHABETICAL  LIST  OF  COMPANIES 

It  jmber  following  each  identifies  the  Scoreboard  category  under  which  it  is  listed 


boratones  11 
I  Micro  Devices  12 
>&  Casualty  21 
1 :1 

ch&  Chemicals  8 
dord  9 
lal  9 
i  tl 

Co.  Of  America  18 
Hess  20 
Brands  35 
i  Cyanamid  8 
Electric  Power  36 
i  Express  21 
General  21 
Home  Products  11 
i  Intl.  Group  21 
i  32 
1 

to 


3  Petroleum  20 
-Busch  6 

mpuler  22 
Material  15 
iniels-Midland  13 
mical  8 
M  20 
ichfield  20 

Data  Processing  22 
I  29 
ducts  25 
ghes  23 
Gas&Electnc  36 
I  5 

oston  5 

lew  York  Co  5 

nco  5 

rust  New  York  5 
inks  5 
Lomb  11 
emotional  11 


Bear  Stearns  21 
Becton  Dickinson  11 
Bell  Atlantic  32 
BellSouth  32 
Berkshire  Hathaway  21 
Block  H&R  21 
Blockbuster  Enmnt  17 
Boatmen's  Bancshares  5 
Boeing  1 

Brmlerlntl  14 

Bristol  Myers  Squibb  11 
Browning-Ferris  30 
Brunswick  17 
Burlington  Northern  27 
Burlington  Resources  20 
Campbell  Soup  13 
Capital  Cities/ABC  26 
Capital  Holding  21 
Carnival  Cruise  Lines  17 
Carolina  Power  &  Light  36 
Caterpillar  15 
CBS  26 

Central  &  South  West  36 
Chase  Manhottan  5 
Chemical  Banking  5 
Chevron  20 
Chrysler  4 
Chubb  21 
Cigna  21 

Cincinnar  Financial  21 
Cisco  Systems  22 
Citicorp  5 
Clorox  25 
CNA  Financial  21 
Coastal  20 
Coca-Cola  6 
Coca-Cola  Enterprises  6 
Colgate-Palmolive  25 
Columbia/Hco  Healthcare  30 
Commonwealth  Edison  36 
Compaq  Computer  22 
Computer  Associates  Intl.  22 
ConAgra  13 
Conroil  27 

CcTOoTpdaled  Edison  of  NY  36 
Cooper  Industries  12 


Cooper  Tire  &  Rubber  34 
Corestotes  Financial  5 
Corning  19 
CPC  International  13 
Crown  Cork&  Seal  10 
CSX  27 

Cyprus  Amox  Minerals  18 
Dana  4 

Dean  Witter  Discover  21 
Deere  15 
Delta  Air  Lines  2 
Deluxe  22 
Detroit  Edison  36 
Digital  Equipment  22 
Disney  (Walt)  17 
Dominion  Resources  36 
Donnelley  (R  R.)&  Sons  30 
Dover  15 
Dow  Chemicol  8 
Dow  Jones  26 
Dresser  Industries  23 
DSC  Communications  32 
DuPont  8 
Duke  Power  36 
Dun  &  Bradstreet  26 
Duracell  International  19 
Eastman  Chemical  8 
Eastman  Kodak  17 
Eaton  4 
EMC  22 

Emerson  Electric  12 

Engelhard  8 

Enron  36 

Enron  Oil  &  Gas  20 

Entergy  36 

Equitable  21 

Exxon  20 

Federal  Express  30 

Fifth  Third  Bancorp  5 

First  Bank  System  5 

First  Chicago  5 

First  Data  22 

First  Fididelity  Bancorp.  5 

First  Financial  Mgmt  21 

First  Interstate  Bancorp  5 

First  Union  (NC|  5 


Firstar  5 

Fleet  Financial  Group  5 
Florida  Progress  36 
Fluor  30 
FPL  Group  36 
Franklin  Resources  21 
Gannett  26 
Genenlech  11 
General  Dynamics  1 
General  Electric  9 
General  Mills  13 
General  Motors  4 
General  Public  Utilities  36 
General  Re  21 
Genuine  Ports  30 
Georgia-Pacific  24 
Gillette  25 

Golden  West  Financial  21 
Goodyear  Tire  &  Rubber  34 
Groce  (W  R  |  8 
Grainger  (WW  |  30 
Great  Lakes  Chemical  8 
Great  Western  Financial  21 
GTE  32 
Halliburton  23 
Harcourt  General  9 
Hasbro  17 

Healrhtrustlnc-TheHspH  30 
Heinz  (HJ.)  13 
Hercules  8 
Hershey  Foods  13 
Hewlett-Packard  22 
Hillenbrand  Industries  19 
Hilton  Hotels  14 
Homestake  Mining  18 
Honeywell  16 
Household  International  21 
Houston  Industries  36 
Huntington  Bancshares  5 
IBM  22 

Illinois  Tool  Works  19 
Ingersoll-Rand  15 
Intel  12 

Intl  Flavors  &  Fragrances  8 
Intl  Gome  Technology  19 
Intl  Paper  24 


in  9 

Jefferson-Pilot  21 
Johnson*  Johnson  11 
Johnson  Controls  16 
Kmort  29 
Kellogg  13 
Kimberly-Clark  24 
Knight-Ridder  26 
Lilly  (Eli)  11 
LIN  Broadcasting  32 
Lincoln  National  21 
Lockheed  1 
Loews  21 

Long  Island  Lighting  36 
Louisiana-Pacific  24 
Lubrizol  8 

Mallinckrodt  Group  11 
Morion  Merrell  Dow  11 
Marsh  &  McLennan  Cos  21 
Martin  Marietta  1 
Mattel  17 
Maytag  3 
MBIA  21 
MBNA  5 

McDonnell  Douglas  I 
McGraw-Hill  26 
Mead  24 
Medtronic  11 
Mellon  Bank  5 
Melville  29 
Merck  11 
Merrill  Lynch  21 
Micron  Technology  12 
Microsoft  22 
Minnesota  Mining  &  Mfg  19 
Mobil  20 
Molex  12 
Monsanto  8 
Morgan  (J  P  )  5 
Morton  Intl  8 
Motorola  12 
Nalco  Chemical  8 
National  City  5 
Notional  Medical  30 
National  Semiconductor  12 
NationsBank  5 


NBD  Bancorp  5 
NewmontGold  18 
Newmont  Mining  18 
Niagara  Mohawk  Power  36 
Nike  33 
Nordstrom  29 
Northern  Trust  5 
Norwest  5 
Novell  22 
Nucor  31 
Nynex  32 

Occidental  Petroleum  20 
Ohio  Edison  36 
Oracle  Systems  22 
Paccar  4 

Pacific  Gas  &  Electric  36 
Pacific  Telesis  Group  32 
Pacificorp  36 
Pactel  32 

Panhandle  Eastern  36 
PECO  Energy  36 
Penney  (J.C  |  29 
Pennsylvania  P8.L36 
PepsiCo  6 
Pfizer  11 
Phelps  Dodge  18 
Philip  Morris  35 
Phillips  Petroleum  20 
Pioneer  Hi-Bred  Inl'l  13 
Pitney  Bowes  22 
PNC  Bank  5 

Potomac  Electric  Power  36 
PPG  Industries  7 
Praxair  8 

Premark  International  9 
Premier  Industrial  30 
Price/Costco  29 
Procters, Gamble  25 
Progressive  21 
Promus  14 

Public  Service  Entrp  36 
Quaker  Oats  13 
Ralston  Purina  Group  13 
Reader's  Digest  26 


Reebok  International  33 
Reynolds  Metals  18 
Rhone-Poulenc  Rorer  11 
Rockwell  Intl  9 
Rubbermoid  19 
Ryder  System  30 
Safeco  21 
Safeway  28 
Sall.eMae  21 
Salomon  21 

San  Diego  Gas  SEIednc  36 
Santa  Fe  Pacific  27 
Sara  Lee  13 
SCEcorp  36 
Schenng-Plough  11 
Schlumberger  23 
Scott  Paper  24 
Sears,  Roebuck  29 
Sensormatic  Electronics  12 
Shaw  Industries  33 
Sherwin-Williams  7 
Sigmo-Aldrich  11 
Signet  Banking  5 
Silicon  Graphics  22 
Sonat  36 

Sonoco  Products  10 
Southwestern  Bell  32 
Spiegel  29 
Sprint  32 
St  Paul  21 

State  Street  Boston  5 

Sun  Microsystems  22 

SunTrust  Banks  5 

Syntex  11 

Sysco  13 

Tandy  29 

Temple-Inland  10 

Tenneco  9 

Texas  Instruments  12 

Texas  Utilities  36 

Textron  9 

Time  Warner  26 

Times  Mirror  26 

Torchmark  21 

Toys  'R'  Us  29 


Transamenca  21 
Travelers  21 
Tribune  26 
TRW  9 
Tyco  Intl.  15 
Tyson  Foods  13 
U  S  Bancorp  5 
US  West  32 
Union  Camp  24 
Union  Carbide  8 
Union  Electric  36 
Union  Pacific  27 
Unisys  22 

United  Healthcare  30 

United  Technologies  1 

UnHrin  21 

Unocal  20 

Unum  21 

Up|ohn  11 

UST  35 

USX-Marathon  Group  20 
Usx-US  Steel  Group  31 
VF  33 
Wachovia  5 
Walgreen  29 
Warner-Lambert  11 
Washington  Post  26 
WellfleetComm  22 
WellPoint  Health  30 
Wells  Fargo  5 
Westinghouse  Electric  12 
Westvaco  24 
Weyerhaeuser  24 
WheelabralorTech  36 
Whirlpool  3 
Willamette  Industries  24 
Williams  36 
Winn-Dixie  Stores  28 
Wisconsin  Energy  36 
WMX  Technologies  30 
Wngley(Wm  )  Jr  13 
Xerox  22 


Footnotes  on  page  58 


The  Brains. 

Two  Motorola  68HC11  microcontrollers  are  the  brains  of  this  beast.  They  manage  everything 
from  the  Cherokee's  engine  performance  to  its  full-time  four-wheel  drive  and  emissions  control. 
From  4x4s  to  computers,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 

MOTOROLA 

Microcontrollers 
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itis  THE  ROOTS 

OF  A  STRUCTURE 

that  CONTINUE  - 
TO  PROVIDE 

ITS  STRENGTH  AND 

STABILITY. 

A  DEFINING  PHILOSOPHY.  That  is  what  Judge  Samuel  Putnam  wrote 
in  1830  with  his  Prudent  Man  Rule,  thus  creating  the  guiding  principle  upon 
which  professional  money  management  rests.  And  it  is  a  philosophy  still 
maintained  today  at  Putnam  Investments.  The  opinion  stated  that  one  should 
manage  money  as  if  it  were  one's  own,  providing  clients  and  investors  with  a 
balanced  approach  to  investments,  considering  both  income  as  well  as  protec- 
tion of  capital.  It  is  why  we  have  developed  a  demonstrated  strength  in  both 
equities  and  fixed  income,  and  across  a  broad  range  of  asset  categories.  This 
philosophy,  even  more  relevant  today,  forms  the  roots  of  our  firm.  It  is  what 
has  allowed  Putnam,  and  its  clients  and  investors,  to  grow  and  flourish. 


A  TIME -  HONORED  TRADITION  IN  MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 


THE  TROUBLE 
WITH  SAATCHI 


Its  stateside  agencies  have  lost  key  clients,  and  turmoil  at  the  top  isn't  helping  matters 


A 


NEW  YORK 
HEADQUARTERS: 
SOME  FORMER 
INSIDERS  SAY  THE 
U.S.  AGENCIES 
HAVE  BECOME 
RISK-AVERSE 


d  agency  Backer  Spielvogel 
Bates  Worldwide  Inc.  won  fame 
for  creating  such  all-American 
advertising  as  the  "Tastes  Great,  Less 
Filling"  campaign  for  Miller  Lite  beer. 
But  in  a  Mar.  2  presentation  to  com- 
puter-products maker  NEC  Technologies 
Inc.,  BSB's  tone  was  decidedly  British. 
Leading  the  U.  S.  agency's  pitch  were 
two  British  admen  whom  parent  compa- 
ny Saatchi  &  Saatchi  plc  hopes  will  help 
revive  the  shop.  NEC  passed  over  Back- 
er Spielvogel  anyway.  One  of  BSB's  top 
U.  S.  executives  complains  that  NEC  was 
put  off  by  English- 
men telling  it  how 
to  succeed  in  the 
American  market. 

Such  griping  is 
commonplace  at 
Saatchi  &  Saatchi, 

which  seems  less  like  a  smooth-running 
advertising  conglomerate  than  a  raucous 
fish  market  these  days.  Executives  at  its 
U.  S.  agencies  are  angry  at  what  they 
see  as  a  British  invasion  of  their  senior 
ranks.  Back  in  London,  founder  and 
Chairman  Maurice  Saatchi  has  been 
waging  a  very  public  battle  to  oust 
Chief  Executive  Charles  T.  Scott,  whom 
he  promoted  just  12  months  earlier.  He 
now  says  Scott  failed  to  cut  staff  costs 
at  the  agency  Maurice  and  his  brother, 
Charles,  founded  in  1970,  built  into  a 
global  giant— and  almost  ran  into  bank- 
ruptcy in  1990.  Maurice  Saatchi  and 
Scott  declined  to  comment. 
"lost  their  steam."  Publicly,  the  compa- 
ny insists  the  two  have  mended  fences. 
But  privately,  they 
and  other  top  execu- 
tives are  engaged  in 
a  nasty  game  of  fin- 
ger-pointing about 
Saatchi's  woes.  De- 
spite a  broad  recov- 
ery in  advertising, 
Saatchi  has  lan- 
guished. While  rival 
ad  companies  re- 
corded strong  net 
new-business  gains 


HOW 
SAATCHI 
IS  FALLIHG 
BEHIHD 

NE7  NEW  BILLINGS 

MILLIONS  OF  DOLLARS 

1992  1993 


in  1993,  Saatchi  had  net  losses  of  $41 
million  in  billings,  according  to  a  Gold- 
man, Sachs  &  Co.  estimate  (chart).  Un- 
less it  makes  up  those  losses,  Scott  has 
said,  Saatchi  will  fall  short  of  its  $1.2  bil- 
lion in  1993  revenue. 

The  irony  is  that  this  was  to  have 
been  a  banner  year.  After  five  years  of 
mammoth  losses,  endless  cost-cutting, 
and  the  disposal  of  12  subsidiaries, 
Saatchi  turned  a  profit  in  1993:  $28  mil- 
lion. But  instead  of  predicting  rosier 
earnings,  Saatchi  has  issued  two  profit 
warnings  in  four  months,  driving  down 


its  London-traded  stock  20%,  to  a  re  hi 
cent  $1.94.  "They've  lost  their  steam,  :, 
says  Brian  Johnson,  business-develop  itK 
ment  director  at  J.  Walter  Thompson].' 
Co.  "Once  [agencies]  slip  down  tha  > 
greasy  pole,  the  spiral  is  hard  to  stop.'  k 
Saatchi's  troubles  are  mostly  in  thi  Ifs; 
U.S.  market,  where  its  agencies  havo 
lost  a  skein  of  business:  an  $80  milliois:! 
Helene  Curtis  account,  an  estimated  $2h 
million  account  from  Chrysler's  Jeep/Eap\ 
gle  Div.,  and  an  estimated  $30  millions 
account  for  Brown  &  Williamson's  Koc. 
cigarettes.  Moreover,  Saatchi's  namet- 
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INTERPUBUt 
GROUP  if 


I  :e  U.  S.  agency,  Saatchi  & 
I  itchi  Advertising,  won  only 
1(1.5  million  in  gross  new 
n  ings  in  1993,  according  to 
|  week,  leaving  it  a  dismal 
'  h  among  all  agencies. 

Saatchi  claims  some  of  the 
I  ses  are  the  result  of  client 
U  iflicts.  It  says  longtime 
<|  'iit  Procter  &  Gamble  Co. 
t  ed  Saatchi  to  drop  Helene 

I  'tis  after  it  concluded  that 
{  itchi's  ads  were  hurting  its 

I I  sales.  But  other  casualties 
a  it  to  a  more  troubling  trend: 
«  ding  creative  quality.  Campbell  Soup 
1 ,  for  example,  pulled  its  flagship  ac- 

nt  from  bsb  last  year  because  rival 
ncy  bbdo  Worldwide  Inc.  simply  pre- 
ted  a  better  concept.  "I  think  they 
d  to  get  their  creative  footing  again," 
s  Gary  S.  Moss,  vice-president  for 
aal  advertising  at  Campbell. 
iergy  GAP.  True,  Saatchi's  U.  S.  agen- 
;  still  have  a  rock-solid  roster  of  cli- 
s:  P&G,  Johnson  &  Johnson,  British 
ways,  Toyota  Motor,  and  other  blue 
)s.  BSB  also  just  picked  up  a  new  ac- 
nt  from  Warner-Lambert  Co.  that 
Id  be  worth  more  than  $75  million. 
;side  the  U.  S.,  Saatchi's  new-busi- 


LONDON  BROIL:  CHAIRMAN  SAATCHI  (LEFT) 
AND  CEO  SCOTT  SAY  THEY'VE  MENDED 
FENCES,  BUT  THE  FEUD  ISN'T  OVER 

ness  record  and  creative  reputation  re- 
main sterling.  Roberto  Lasagna,  head 
of  Saatchi's  agency  in  Italy,  helped  mas- 
termind media  mogul  Silvio  Berlusconi's 
election  triumph  there. 

The  trouble  is,  Saatchi's  U.  S.  agencies 
just  aren't  attracting  enough  new  busi- 
ness. Former  insiders  say  that  after 
three  years  of  cutbacks  and  layoffs, 
Saatchi  executives  have  become  risk- 
averse— more  concerned  with  placating 
existing  clients  than  aggressively  luring 
new  ones.  That  caution  also  undercuts 
the  concept  of  one-stop 
shopping  on  which  the 
Saatchi  brothers  built 
their  empire.  Their  goal 
in  snapping  up  more  than 
40  agencies  was  to  offer 
clients  a  full  complement 
of  marketing  services  un- 
der one  roof.  But  observ- 
ers say  Saatchi  execu- 
tives have  been  reluctant 
to  refer  their  clients  to 
sister  public-relations  or 
direct-marketing  firms. 

Saatchi  has  since  aban- 
doned its  talk  of  cross- 
referrals.  But  it  contin- 
ues to  stress  the 
advantages  of  its  global 
network  of  agencies. 
Even  here,  though,  syn- 
ergy has  been  elusive. 
Last  October,  the  agen- 
cy lost  the  worldwide  ac- 
count for  DuPont  Co.'s 
Lycra  to  Young  &  Rubi- 
cam  Inc.,  despite  the  fact 
that  Saatchi  handled  Ly- 
cra in  Europe  and  Asia. 

To  jump-start  its  new- 
business  efforts,  Saatchi 
has  installed  a  cadre  of 
Britons  in  top  jobs  at  its 
U.S.  agencies.  Michael 
Bungey,  former  chief  of 
BSB's  European  unit,  has 
succeeded  Carl  Spielvo- 
gel  as  Backer's  ceo.  And 


Bill  Muirhead,  European  director 
of  Saatchi's  flagship  London  agen- 
cy and  leader  of  the  highly  suc- 
cessful British  Airways  PLC  ac- 
count, is  running  Saatchi  North 
America.    Declares  Muirhead: 
"What  I'm  going  to  do  is  recreate 
what  we  have  in  London." 

That's  just  the  kind  of  talk  that 
sets  Saatchi's  U.  S.  executives  on 
edge.  Many  still  wince  in  recalling 
the  culture  clashes  that  followed 
Saatchi's  pell-mell  mergers  and  con- 
solidations in  the  1980s.  They  fear 
more  contentiousness  under  the  new 
British  CEOs.  Bungey,  for  example,  has 
imported  his  creative  chief,  account  plan- 
ner, and  even  his  secretary.  He  says 
the  nationality  of  his  staffers  is  "irrele- 
vant." As  for  the  state  of  the  agency, 
Bungey  insists  BSB  has  turned  the  cor- 
ner. "It  takes  time  to  get  the  perception 
to  catch  up  with  the  reality,"  he  says. 
balancing  act.  Even  if  the  U.  S.  agen- 
cies rebound,  Scott  must  still  repair  re- 
lations with  Maurice.  Ostensibly,  the 
feud  erupted  when  Maurice  discovered 
that  Scott  had  cut  3,000  of  Saatchi's 
14,000  jobs  but  very  little  in  staff  costs. 
That's  largely  because  the  U.  S.  agencies 
avoided  laying  off  highly  compensated 
senior  staffers.  Out- 
raged, Maurice  forced 
Scott  to  submit  to  a 
board  review  of 
everything  from  exec- 
utive pay  to  problems 
with  new  business. 

Friends  on  both 
sides,  though,  say 
Maurice's  real  beef  is 
that  Scott  evicted  him 
and  his  elder  brother, 
Charles,  from  the 
marble-and-glass  head- 
quarters that  overlooks  tony  Berkeley 
Square.  Other  Saatchi  execs  had  moved 
out  two  years  earlier.  Scott  also  engi- 
neered the  resignation  of  Charles  from 
Saatchi's  board.  So  far,  the  board  has 
walked  an  uneasy  line  between  the  two 
combatants,  keeping  both  on  board  and 
seeking  a  third  executive  to  direct 
Saatchi's  new-business  efforts.  Insiders 
say  that  person  would  in  fact  serve  as  a 
buffer  between  Maurice  and  Scott. 

For  a  while,  Scott  looked  like  the  los- 
er in  this  test  of  wills.  But  key  bankers, 
agency  executives,  and  clients  convinced 
the  board  that  Saatchi  needs  a  financial 
brain  as  much  as  a  sharper  creative  im- 
age. On  paper,  Maurice  and  Scott  would 
seem  to  be  the  perfect  combination  to 
revive  the  agency.  Now,  if  they  could 
just  bury  the  hatchet. 

By  Paula  Dwyer  in  London  and  Mark 
handler  in  New  York,  with  Richard  A. 
Melcher  in  Chicago  and  Joseph  Weber  in 
Philadelphia 


scon  HAS 

INSTALLED  A 
CADRE  OF 
BRITONS  IN 
TOP  JOBS 
AT  SAATCHI 
AND  BSB 
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MAYORS  I 


CAN  DENNIS  ARCHER  DRIVE 
DETROIT  OUT  OF  A  DITCH? 


The  new  mayor  inherits  13%  unemployment  and  an  $88  million  deficit 


Shortly  after  Dennis  W.  Archer 
took  oath  as  Detroit's  new  mayor 
in  January,  he  got  a  call  from  the 
White  House:  President  Clinton  and  a 
host  of  foreign  ministers  would  convene 
in  the  Motor  City  on  Mar.  13  as  part  of 
the  Group  of  Seven  international-jobs 
summit.  Archer  was  more  nervous  than 
excited.  Detroit,  he  knew,  had  been  blis- 
tered by  bad  press  for  years.  Attracting 
the  world's  spotlight  carried  consider- 


for  30  years,  he  must  start  by  convinc- 
ing a  range  of  constituencies— from  Cor- 
porate America  to  wary  suburbanites— 
that  the  city  is  worth  investing  in. 
Archer,  a  former  Michigan  Supreme 
Court  justice  and  corporate  lawyer,  was 
elected  as  a  breath-of-fresh-air  alterna- 
tive to  Coleman  A. 
Young,  whose  two 
decades  as  mayor 
created   enough  red 


ARCHER'S  AGENDA 


0 LURING  BUSINESS 
Archer  plans  to  reduce 
regulatory  red  tape  to  attract 
new  investment.  He'll  also 
sell  off  big  chunks  of  city- 
owned  real  estate  and  fore- 
closed properties  to 
entrepreneurs  and  develop- 
ers at  attractive  prices. 


0 


able  risk  for  the  new  administration. 

So  Archer  went  on  the  offensive.  He 
called  local  journalists  to  his  office  and 
urged  them  to  steer  out-of-town  report- 
ers toward  positive  stories.  He 
schmoozed  downtown  restaurateurs  so 
they  would  extend  their  hours.  He  even 
powwowed  with  taxi  drivers,  asking 
them  to  clean  their  vehicles,  dress  neat- 
ly, and  say  nice  things  about  Detroit. 
"We  can't  hide  our  warts,"  Archer  said. 
"But  it's  a  chance  to  be  seen  in  a  more 
positive  light." 

For  Archer,  image  matters.  If  the  52- 
year-old  mayor  is  to  resuscitate  a  De- 
troit that  has  been  mired  in  urban  woes 


tape  and  cronyism  to 
scare  away  countless 
companies.  Archer  has 
pledged  change.  Now, 
he  has  to  deliver. 

The  challenge  is  enormous.  While  in- 
creased automobile  production  may  be 
helping  the  rest  of  Michigan's  economy, 
the  city  itself  shoulders  an  $88  million 
deficit.  White  flight  and  sinking  local 
auto  employment  have  drained  a  third 
of  the  city's  population  and  40%  of  its 
jobs  since  the  1970s.  Today,  unemploy- 
ment is  hovering  at  13%  and  deeply 
blighted  areas  of  the  city  have  been  lik- 
ened to  the  Third  World.  "The  expecta- 


URBAN  DEVELOPMENT 
The  mayor  is  working 
closely  with  Detroit  entre- 

Ereneur  Michael  Hitch  to 
uild  a  new  Detroit  Tigers 
baseball  stadium.  It  will  an- 
chor a  big,  inner-city  retail 
and  entertainment  complex. 

0 TRANSPORTATION 
Archer  hopes  to  merge 
city  and  suburban  bus  servic- 
es so  surburbanites  can  get 
downtown  and  Detroiters  can 
get  to  suburban  jobs. 

0He  promises  to 
shift  more  police  officers 
from  desk  jobs  onto  the 
streets  to  attack  Detroit's 
"Murder  City"  image. 
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tions  for  Archer  have  to  be  tempere 
with  realism,"  observes  Alfred  R.  Glai 
cy  III,  chairman  of  local  business  lobb 
Detroit  Renaissance  Inc.  "It  won't  hat 
pen  overnight." 

Still,  Detroiters  are  clinging  to  th 
hope  that  Archer  can  move  quickly.  Pei 
haps  that's  because  the  contrast  betwee 
him  and  Coleman  Young  is  so  strikin] 
Archer,  who  grew  up  poor  in  rural  Cas 
sopolis,  Mich.,  and  worked  his  way  to 
law  degree  from  Detroit  College  of  Lav 
actually  got  his  start  in  politics  as  hea 
of  Young's  1977  reelection  campaign.  Bi 
where  Young  ended  his  reign  as  an  unii 
volved  recluse— occasionally  showing  u 
for  a  rare  interview  at  the  mayoral  mar 
sion  in  his  pajamas— Archer  is  so  bus 
he  can  hardly  be  pinned  down. 

Moreover,  Arche 
hails  from  a  new  gei 
eration  of  black  urba 
politicians  who  favo 
cooperation  over  cor 
flict.  Like  Cleveland 
Michael  R.  White  an 
Seattle's  Norman 
Rice,  Archer  has  fas! 
ioned  himself  as  a 
alition-builder,  the  kin 
of  mayor  who  ca 
forge  ties  to  thos 
with  enough  resource 
to  help  the  Motor  Cit 
save  itself. 
tiger's  den.  Conside 
one  of  Archer's  bigges 
projects:  a  new  dowr 
town  stadium  for  th 
Detroit  Tigers.  Arcr 
er  supports  a  stadiur 
plan  forwarded  by  M: 
chael  Hitch,  the  chaii 
man  of  Little  Caesar' 
Enterprises  Inc.  Ilitcr 
who  owns  both  th 
ball  team  and  the  Dt 
troit  Red  Wings  hock 
ey  franchise,  has  a: 
ready  renovated  th 
old  Fox  Theater  an 
opened  three  down 
town  restaurants.  I 
his  "Fox  Town"  plar 
the  stadium  would  anchor  an  80  millior 
square-foot  commercial  district  design© 
to  lure  people  in  from  Detroit's  mor 
affluent  suburbs. 

Building  a  new  stadium,  though 
would  require  up  to  $200  million  in  stat 
funding  for  infrastructure.  So  Arche 
has  been  buttering  up  Michigan's  Re 
publican  Governor  John  Engler,  wh 
clashed  constantly  with  Young.  To  th 
dismay  of  Detroit's  powerful  labor  w 
ions,  Archer  backed  Engler's  controvei 
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?nse  of  mission.    Attentiveness  to  the  customer. 
Ability  to  innovate  quickly  and  adapt  to  the  market. 
These  are  the  hallmark  practices  of  the  entrepreneur. 
But  in  large  corporations,  these  practices  are  often  lost  for  a  time, 
even  forgotten,  as  the  company  moves  through  a  life  cycle  that 
can  parallel  that  of  its  owners. 

"All  corporations  go  through  cycles.   An  entrepre- 
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neurial  start-up  cycle;  a  period  of  growth;  a  decline;  and  then 
bureaucracy  sets  in.  Too  much  of  that,"  says 
Larry  Farrell,  author  of  Searching  for 
the  Spirit  of  Enterprise,  "and  you  can  lose  all 
r      i      m     g    the  entrepreneurial  drives.  Today, 
that's  a  high-risk  approach  to  management." 

At  the  1  994  Business  Week 
Presidents  Forum,  top  corporate  presidents 
convened  to  discuss  ways  of  transforming  the  corporation  to 
rediscover  the  entrepreneurial  drives  that  got  their  companies 
going  in  the  first  place.  Under  the  aegis  of  Business  Week 
Executive  Programs,  they  explored  ways  to  improve  corporate 
organization;  enhance  workforce  commitment  to  the  company; 
facilitate  open  communication;  empower  employees  to  make 
decisions;  enhance  and  increase  accountability;  and  unleash  the 
potential  entrepreneurs  who  are  hiding  in  every  bureaucracy. 
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Paradise  Lost 

The  rules  have  undoubtedly  changed.  In 
post-war  America,  corporations 
embarked  on  a  staffing  binge  that 
swelled  staff  rosters  by  the  tens  of  thou- 
sands. To  control  their  sheer  numbers,  a 
cadre  of  middle  managers  was  hired. 
Cost  didn't  matter,  since  American  cor- 
porations enjoyed  global  domination  in 
nearly  every  sector.  Corporate  largess 
became  a  birthright;  paternalistic  man- 
agement, the  rule  of  thumb. 

But,  "something  went  wrong,"  says 
Farrell.  "Of  America's  100  largest  com- 
panies in  1 900,  only  about  1 6  are  still  in 
business  today.  We  grew  up  thinking 
that  big  business  was  the  engine.  But  it's 
not  as  easy  to  move  when  you've  got 
50,000  people  as  when  you  had  5,000." 
The  intensifying  global  competition  that 
emerged  by  the  mid-eighties  revealed 
that  American  corporate  cost  structures 
were  an  anachronism,  and  the  staffing 
binge  has  been  replaced  by  a  purge. 

Let's  Get  Real 

Jerald  Blumberg,  Senior  Vice  President 
of  DuPont  Nylon  knows  first-hand  both 
the  pain  and  productivity  of  restructur- 
ing. By  the  early  1 990s,  his  company's 
market  share  had  stagnated  in  devel- 
oped countries,  while  in  the  developing 
world,  where  DuPont  was  not  posi- 
tioned, demand  for  nylon  surged.  After 
five  years  of  declining  profits,  Blumberg 
launched  a  partnership  with  Gemini 
Consulting  to  transform  his  business. 

But  Blumberg's  efforts  to  get  the  divi- 
sion healthy  clashed  with  DuPont's 
paternalistic  corporate  culture  and 
"we're  doing  fine"  attitude.  So  he  creat- 
ed a  crisis.  He  gave  the  business  two 
weeks  to  deliver  a  90-day  implementa- 
tion plan  to  get  healthy  at  its  current 
level  of  revenues.  The  restructuring  that 
followed  was  a  shocking  testimony  to 


Francis  J.  Gouillart 

Senior  Vice-President 
Gemini  Consulting 

"By  focusing  on  transformation, 
companies  are  creating  a  whole 
new  corporate  culture  in  which 
change  is  an  integral  part  of  main- 
taining competitive  advantage." 


Lee  M.  Gammill,  Jr. 

Executive  Vice-President 
New  York  Life  Insurance  Company 

"Changing  the  corporate  culture 
takes  time;  people  don't  change 
overnight.  But  people  will  accept 
change  if  they  believe  in  it  and  if 
they  see  that  they  have  a  personal 
stake  in  changing." 


unused  capabilities.  Though  headquar- 
ters staff  was  reduced  by  one  third  and 
each  plant  site  in  North  America  cut  staff 
and  processes,  revenues  remained 
steady.  Globally,  DuPont  Nylon  has 
reduced  several  thousand  jobs.  Nylon 
earnings  were  able  to  increase  to  more 
than  25%.  Fixed  costs  were  slashed  by 
$200  million  simply  by  eliminating 
initiatives  that  had  nothing  to  do  with 
selling,  producing,  or  delivering  nylon. 

Though  downsizing  often  brings  con- 
siderable gains  in  productivity,  there  can 
also  be  fallout.  To  retain  the  commit- 
ment and  confidence  of  the  workforce, 
American  corporations  are  paying  more 
attention  to  what  Chevron  Vice 
Chairman  James  Sullivan  calls  "soft"  S's: 
staff,  style,  skills,  and  shared  values.  "In 
a  way,  it's  our  new  implicit  contract  with 
employees.  It  replaces  the  old  business 
paradigm  of  lifelong  employment  in 
exchange  for  loyalty." 

The  trailblazer  in  redefining  the 
employee/employer  relationship  is  Levi 
Strauss.  Senior  Vice  President  Donna 
Goya  says  Levi's  innovative  "work,  fami- 
ly and  diversity"  initiatives  have  rewrit- 
ten the  corporate  contract.  "Employees 
are  more  strongly  committed  to  a  com- 
pany that  supports  their  efforts  to  bal- 
ance their  work  and  personal  lives  and 
pays  attention  to  diversity  issues." 

Levi's  demonstrates  its  support  with  a 
myriad  of  initiatives  providing  employ- 
ees with  everything  from  prenatal  edu- 
cation to  child-care  vouchers,  to  health 
benefits  for  unmarried  "life  partners,"  to 
diversity  training.  Goya  says  proof  of  the 
program's  success  is  in  the  bottom  line. 
"In  1  993  we  posted  our  highest  sales 
ever.  Our  people  know  we  care  about 
them  at  home  as  well  as  at  work.  They 
are  more  committed  to  the  company 
and  to  our  future  together." 


The  Corporate  Chameleon 

But  instilling  the  spirit  of  entrepreneur- 
ship  requires  more  than  getting  small  or 
getting  cozy.  The  mission  is  to  create  a 
.new  corporate  mindset — one  that 
accepts  change. 

Francis  Gouillart,  Senior  Vice 
President  of  Gemini  Consulting,  believes 
this  new  mindset  is  critical  to  ongoing 
business  success.  "By  focusing  on  trans- 
formation," Gouillart  says,  "companies 
are  creating  a  whole  new  corporate  cul- 
ture in  which  change  is  an  integral  part  of 
maintaining  competitive  advantage." 

Gouillart  sees  four  parts  to  the  trans- 
formation process — reframing  a  strategic 
vision;  restructuring  or  downsizing  for 
maximum  efficiency  and  continuous 
improvement;  revitalizing  by  growing 
new  businesses;  and  renewing  the  orga- 
nization through  strategic  alliances,  part- 
nerships, and  other  collaborations. 

Because  roadblocks  are  likely  and 
complex  at  every  stage,  Gouillart  takes  a 
holistic  approach  to  clients.  "We  work 
from  the  top-down,  from  the  bottom-up, 
and  from  within — simultaneously.  We 
don't  just  treat  symptoms,  we  shoot  for 
the  long-term  cure  and  overall  health  of 
the  organization." 

Power  To  The  People 

"In  our  business,  entrepreneurship  at  the 
'people'  level  is  really  about  the  art  of  the 
possible,"  says  Singapore  Airlines  Senior 
Vice  President,  Americas,  Hwang  Teng 
Aun.  "Give  the  people  the  tools — 
training,  skills,  and  authority — and  most 


The  Honorable  David  R.  Gergen 

Counselor  to  the  President 
of  the  United  States 

"In  the  second  World  War  we 
came  together  as  a  people  because 
we  had  an  external  enemy  that  was 
a  mortal  threat.  In  the  '90s  insidi- 
ous problems  at  home  are  eating 
away  at  the  social  structure. 
We  must  again  find  common 
ground.  We  need  a  bipartisan 
approach  to  dealing  with  these 
domestic  problems.  People  of  all 
backgrounds  and  beliefs  have  to  be 
at  the  table.  That  certainly  includes 
the  business  community." 
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The  Honorable  Jack  Kemp 

Former  Secretary,  Department  of  Housing 
and  Urban  Development  (1989-1992), 
U.S.  Congressman  (1971-1989) 

"/  get  upset  whenever  I  hear  peo- 
ple attacking  democratic  capital- 
ism as  greedy,  or  selfish,  or  avari- 
cious, especially  when  those 
attacks  come  out  of  Washington. 
I'm  amazed  that  at  the  very 
moment  when  the  world  is  turning 
away  from  socialism  toward  mar- 
ket-based economies  that  some 
people  feel  the  need  to  apologize 
for  a  system  which  has  liberated 
people  around  the  world.  Demo- 
cratic capitalism  isn't  based  on 
greed;  it's  based  on  virtues  such  as 
faith,  self-reliance,  and  enterprise." 


vill  manifest  the  'can  do'  or  the  'no 
>roblem'  attitude." 

To  do  this,  Singapore  Airlines  has 
elied  on  a  policy  of  decentralization.  By 
pinning-off  adjunct  airline  activities 
nto  independent  subsidiary  companies, 
iingapore  Airlines  has  created  small 
iperating  units  that  empower  employees 
o  make  decisions.  About  half  of  all 
•mployees  now  work  in  small,  sub- 
idiary  companies  like  Silkair,  a 
'ingapore  Airlines  service  traveling  to 
econdary  destinations  throughout  Asia. 
At  Silkair  people  are  excited  about  the 
hallenge  of  building  the  airline.  They 
ee  themselves  as  pioneers,  with  oppor- 
jnities  to  make  meaningful  contribu- 
10ns.  It  is  an  environment  in  which 
ntrepreneurship  flourishes." 


Entremanagement 

hough  entrepreneurialism  must  pene- 
ate  all  levels  of  the  corporation  in  order 
3  inspire  the  workforce,  management 
xperts  and  corporate  executives  agree 
lat  it  all  starts  at  the  top. 

"Corporate  culture  starts  with  the 
wader's  personal  philosophy,  then 
ermeates  through  all  levels  of  the 
rganization,"  says  John  Martin,  Chief 
xecutive  Officer  of  Taco  Bell.  "If  we're 
old,  our  company  is  bold;  if  we're  cau- 
ous,  our  company  is  cautious;  if  we're 
(arful,  our  company  is  fearful." 


Sir  Brian  Wolfson,  Chairman  of 
Wembley  Pic,  believes  that  too  much 
emphasis  on  an  idea  at  the  expense  of  its 
execution  can  be  fatally  misleading.  "A 
bad  idea  well -executed  in  the  last  World 
War,"  he  reasons,  "managed  to  kill  six 
million  people.  But  a  good  idea  poorly 
executed  won't  pull  the  skin  off  a  rice 
pudding." 

Wolfson  says  the  issue  is  the  focus, 
skill,  leadership,  and  caliber  of  manage- 
ment. He  offers  the  term,  "entremanage- 
ment," to  convey  the  importance  of 
sound  management  in  fostering  entre- 
preneurialism within  the  corporation.  It's 
a  concept  he  has  employed  to  run 
Wembley  Pic  whose  Wembley  Arena  is 
the  largest  sports  and  entertainment 
complex  in  the  world.  A  major  event 
transforms  the  arena  into  a  community 
of  1  00,000  people,  but  Wembley  Pic 
remains  small,  efficient,  and  entrepre- 
neurial because  all  meaningful  functions 
of  the  operation  are  divided  into  and 
managed  as  separate  companies  with 
well-defined  missions. 

Why  Didn't  I  Think  Of  That? 

For  Richard  Santulli,  Chairman  and  CEO 
of  Executive  Jet  International,  an  "entre- 
managerial"  approach  allowed  his  com- 
pany to  merge  idea  and  execution  to 
create  an  astounding  entrepreneurial 
success  story.  When  he  purchased 
Executive  Jet  in  1 984,  the  company  was 
listless.  The  business  was  losing  market 
share,  lacked  a  vision  for  future  growth, 
and  stifled  creativity  and  communica- 
tion with  a  military  management  style. 

But  Santulli  saw  a  future  in  the  com- 
pany's small,  highly  loyal  group  of 
skilled,  military-trained  pilots  and 
mechanics.  So  when  he  embarked  on 


The  Honorable  Richard  Riordan 

Mayor  of  Los  Angeles 

"During  the  earthquake  emer- 
gency city  employees  adopted 
what  I  call  the  Riordan  axiom — it's 
much  easier  to  get  forgiveness 
than  to  get  permission.  Just  do  it. 
Give  people  the  power  to  make 
decisions,  make  mistakes,  and  cor- 
rect mistakes  and  they  will  amaze 
you  with  what  they  can  do." 


Richard  T.  Santulli 

Chairman  and  CEO 
Executive  Jet  International 


"Entrepreneurs  must  possess  the 
willingness  to  take  intelligent  risks 
and  the  forthrightness  to  con- 
stantly ask  themselves  two  funda- 
mental questions:  What  do  we 
know  and  do  best?  How  can  we 
ensure  that  no  one  can  serve  our 
clients  better  than  we  can?" 


the  company's  restructuring,  he  sought 
their  buy-in.  He  eliminated  layers  of 
management  and  grouped  employees 
into  logical  working  teams. 

Santulli  nurtured  a  highly  communi- 
cative environment.  He  initiated  daily 
meetings  where  each  team  assessed  the 
performance  of  the  day  before,  and  set 
goals  for  that  day  and  contingency  plans 
for  the  next.  "Once  each  employee 
understood  how  their  function  fit  into 
the  overall  picture,  they  realized  their 
importance  to  the  team  and  became 
more  productive  and  more  proud  than 
they  had  ever  been." 

With  the  entire  organization  thinking, 
communicating,  and  working  as  a  team, 
Santulli  and  Executive  Jet  created  a  total- 
ly new  concept  in  executive  transporta- 
tion, Netjetv.  The  idea  is  simple:  owning 
an  airplane  is  often  cost  prohibitive; 
sharing  an  airplane  is  inefficient.  Netjets 
offers  the  best  of  both:  a  fractional  own- 
ership program  that  guarantees  availabil- 
ity 365  days  a  year.  The  customer  pays 
only  for  time  on  the  airplane. 


We  Need  To  Talk 

Innovation  at  Executive  Jet  came  about 
when  the  military  style  was  dropped  and 
the  corporate  culture  changed  to  allow 
open  communication,  synthesizing  the 
expertise  of  mechanic,  mathematician, 
marketer,  and  manager. 

Michael  Seitchik,  Program  Director  at 
Wharton  Executive  Education,  says  that 
the  larger  the  corporation,  the  more  diffi- 
cult  and  essential  culture  change 
becomes.  Seitchik  says,  "Units  within 
companies,  whether  vertical  or  horizon- 
tal,  can  serve  as  barriers  to  the  vital 
flow  of  ideas." 
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Michael  Seitchik 

Director  of  Program  Development 
Wharton  Executive  Education 

"There  is  a  great  benefit  in  bring- 
ing different  units  of  the  company 
together  in  a  neutral  environment. 
Away  from  the  workplace,  they 
can  learn  ways  to  break  through 
the  barriers  that  normally  restrict 
communication.^ 


A  typical  case,  says  Seitchik,  is  when 
senor  management  devises  a  strategy  in 
isolation.  When  the  time  comes  for 
middle  management  to  implement  the 
strategy,  they  feel  torn  between  the 
vision  of  senior  management  and  the 
realities  of  the  workforce  and  market- 
place. But  because  they  were  left  out  of 
the  planning,  middle  management 
becomes  reluctant  to  challenge  the 
leadership.  It  implements  an  ineffective 
strategy  and  loses  credibility  with 
the  workforce. 

"Senior  management  must  learn  the 
value  of  input  from  all  players,  especial- 
ly middle  management,"  says  Seitchik. 
He  adds,  "middle  managers  must  learn 
when  to  follow  and  when  to  challenge. 
There  is  a  great  benefit,"  Seitchik  says, 
"in  bringing  together  different  parts  of  a 
company  in  a  neutral  environment. 
Away  from  the  workplace,  they  can 
break  through  the  barriers  that  normally 
restrict  communication." 

Toward  "Adhocracy" 

Empowerment  began  three  years  ago  at 
the  New  York  Life  Insurance  Company. 
Frustrated  by  the  long  and  labor- 
ious product  development  process, 
Executive  Vice  President  Lee  Gammill 
decided  to  overthrow  the  departmental 
fiefdoms  that  riddled  the  organization. 
"Our  time  to  market  was  slow.  In  those 
days  a  product  took  a  couple  of  years  to 
get  out;  I  felt  it  was  time  to  change  that." 

At  the  time,  Gammill  was  overseeing 
the  development  of  a  new,  complex 
New  York  Life  Product,  the  Variable 
Universal  Life  Insurance  Policy.  He 
wanted  the  shortest  time-to-market  pos- 
sible. "We  put  together  a  core  ad  hoc 
team  of  eight  people  from  many  depart- 
ments— actuary,  marketing,  distri- 


bution, technology,  service,  and 
sales — people  who,  collectively,  were 
able  to  design  the  product  from  begin- 
ning to  end." 

The  team  mixed  young  staffers  with 
senior  vice  presidents  and  paid  no  atten- 
tion to  title  or  seniority.  Suddenly,  with 
the  barriers  clown,  loyalty  shifted  from 
the  department  to  the  team  and  the 
company  as  a  whole.  Members  were 
empowered  to  make  decisions  and  the 
word  went  out  that  they  would  get  what- 
ever they  needed  from  any  New  York 
Life  department. 

With  a  clear  sense  of  mission, 
decision-making  capability,  and  unen- 
cumbered communication  among  all 
key  players  in  the  project,  the  team  got 
the  product  to  market  in  nine  months.  "I 
have  never  seen  a  happier  group  of  peo- 
ple," Gammill  recalls.  "They  owned  it, 
they  were  accountable,  and  they  were 
proud."  But  Gammill  cautions,  "We  had 
been  trying  this  for  some  time.  It's 
important  to  remember  that  changing 
the  corporate  culture  takes  time;  people 
don't  change  overnight.  But  people  will 
change  if  they  believe  in  it  and  if  they 
see  that  they  have  a  personal  stake  in 
changing." 


Change  On  Whose  Terms? 

Corporate  transformation  can  begin  witl 
anyone — factory  worker,  business  marl 
ager,  board  member,  or  customer.  Anf 
begin  it  must  to  meet  the  challenges  c| 
the  global  marketplace. 

But  corporations  cannot  stop  there! 
They  must  change  their  understanding  c£: 
change  itself.  No  longer  can  they  regarK 
change  as  a  one-time  reaction,  they  mji 
adopt  it  as  an  ongoing  strategy,  K 
required  disposition  for  gaining  competi 
tive  advantage.  Change  is  now  as  impoiM 
tant  a  factor  in  corporate  life  as  thl 
dramatic  shift  in  global  enterprise  thai 
first  necessitated  it. 

Whoever  initiates  transformation,  th<§ 
mission  is  clear.  Masters  of  corporate 
change  are  bent  on  realigning  business 
practices  to  ensure  enthusiasm  anA 
accountability  at  all  levels,  releasing  th« 
talents  of  the  workforce  from  the  legacw 
of  corporate  bloat. 


Written  by  Martin  A.  Keohan 


Say  Good-Bye  To  The  Stodgy  Boss 

Surprising  results  were  the  norm  in  the  anonymous  polling  of  presider 
large  corporations  at  the  1 994  Business  Week  Presidents  Forum.  Respor 
via  Quick  Tally  Interactive  Systems  audience  polling  devices,  88%  say 
companies  have  either  already  achieved  a  "corporate  mindset  that  emb 
change"  (26%),  or  that  they  are  currently  working  to  create  such  a  mind; 
their  firm  (62.4%).  All  the  rest  without  exception  agreed  that  company- 
readiness  and  ability  to  accomodate  change  is  now  a  necessary  compone 
business  culture.  Not  a  single  president  demurred:  compelling  testimony 
senior  management  stodginess  is  disappearing  from  America's  corporate  si 

A  similar  result  registered  when  the  hundred  presidents  were  a 
about  "entrepreneurial  spirit"  in  their  large  firms:  50%  say  they  have  air 
completed  the  changes  necessary  to  mine  the  full  entrepreneurial  potent 
their  employees,  and  98%  of  these  are  pleased  with  the  results.  48%  wai 
entrepreneurial  spirit  in  their  firms,  but  admit  that  accomplishment  of  that 
still  lies  ahead.  Only  two  individuals  in  the  entire  group  expressed  a  pi 
ence  for  old-style  hierarchy  with  no  entrepreneurial  spirit  among  staff. 

Perhaps  the  biggest  surprise  came  when  Taco  Bell  CEO  John  M 
asked  the  well-compensated  corporate  president;  iow  many  had  dined 
fast-food  restaurant  in  the  preceding  week.  Thirty  ,ive  percent  had  —  pre 
that  if  it's  good  enough  for  the  president  of  the  co  intry,  it's  good  enough  fo 
presidents  of  the  companies,  too.  Thirty  five  percent  of  them,  anyway. 

— Business  Week  Executive  Pro£ 


In-hall  audience  polling  at  the  1994  Business  Week  Presidents 
was  provided  by  Quick  Tally  Interactive  Systems,  Beverly  Hills, 
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proposal  to  fund  public  schools  by  in- 
ising  Michigan's  sales  tax. 
jcher  also  has  his  eyes  on  creating  a 
onal  mass  transit  system  so  inner- 
residents  can  get  to  jobs  in  the  sub- 
5  and  bring  dollars  back  home.  That 
require  allying  with  not  only  state 
suburban  officials  but  also  the  feder- 
[Vansportation  Dept.  Meantime,  he 
its  to  form  a  community  develop- 
lt  bank— similar  to  the  South  Shore 
k  of  Chicago— by  working  with  local 
ipanies  and  business  groups.  The 
e  is  to  help  fund  small-business  ven- 
>s  downtown. 

1NG  HOME.  Luring  new  businesses 
ey.  Last  year,  more  than  half  of  the 
billion  spent  by  Detroit  consumers 
'ed  to  the  suburbs.  "We  don't  have 
:es  to  buy  refrigerators,  suits,  blous- 
and  the  like,"  complains  Archer,  who 
ed  eyebrows  by  bringing  in  a  Re- 
lican,  Marge  Byington,  as  his  director 
conomic  development.  Byington,  who 
run  Michigan's  office  of  economic 
elopment,  has  pledged  "one-stop  shop- 
f  for  business  permits,  promising 
on  within  72  hours.  "It's  like  throw- 
open  the  window  after  years  of  shut- 
;  business  out,"  she  says, 
'he  pro-business  rhetoric  is  hitting 
le  with  small-business  people  such 
fohn  Johnson,  chief  executive  of  Cor- 
ite  Health  Services  in  Livonia,  Mich., 
10  million  chain  of  occupational-health 
ics.  Two  years  ago,  Johnson  had  con- 
;red— and  rejected— expanding  into 
roit.  "I  was  warned  I  wouldn't  have 
fc"  ur  chance  at  getting  city  business 
ause  one  of  my  competitors  had  a 
d  relationship  with  Young,"  he  re- 
s.  Encouraged  by  Archer's  early  sig- 
3,  however,  Johnson  recently  pro- 
ed  opening  a  new  facility  in  Detroit. 
touW  create  a  $2  million  payroll, 
'hat's  good  news,  but  it  will  take  a 
more  John  Johnsons  to  revive  De- 
t.  The  $88  million  deficit  still  looms 
fe.  Archer  says  the  city  is  already 
ierstaffed  and  has  vowed  not  to  lay 
workers  to  cut  costs.  Instead,  he  is 
paring  to  raise  revenue  by  issuing 
5  million  in  new  bonds  with  a  repay- 
it  schedule  that  is  seven  years  rath- 
pan  the  usual  five. 
Meanwhile,  he  must  find  time  to  tack- 
he  basics  of  city  government:  fixing 
holes,  collecting  garbage,  and  mak- 
sure  the  street  lights  come  on  at 
ht.  "I  want  to  redefine  the  image  of 
city,"  Archer  says.  "I  want  people  to 
good  about  being  here."  There's 
ity  to  do.  But  after  suffering  through 
Young  administration's  final,  stag- 
t  years,  many  Detroiters  are  feeling 
ttle  better  already. 

By  Ran  Stodghill  II  in  Detroit 


\  #  The  Dreyfus  Intermediate 

Municipal  Bond  Fund  is 
V  designed  to  provide  investors 

\>  with  high  current  income  that  is 

exempt  from  Federal  income  taxes. 
In  fact,  this  Fund  has  been  one  of  the 
highest  yielding  intermediate  municipal 
bond  funds  available  to  investors* 

This  quality  portfolio  of  municipal  bonds 
can  offer  greater  price  stability  than  a  comparable 
higher-yielding,  long-term  tax  exempt  bond  fund 
and  higher  yields  than  a  comparable  fixed-price  tax 
exempt  money  market  fund.  The  weighted  average  maturity 
of  the  Fund  ranges  from  three  to  ten  years. 


Based 
on 

39.6% 

tax  rate. 


See  what  tax-free  income  can  mean  to  you! 

7.62%t 

4.60%t 

Equivalent  Taxable  Yield 

30-Day  Yield 

•  $2,500  minimum  •  No  sales  load 
•  Income  exempt  from  Federal  taxes  •  Free  checkwriting. 

For  more  complete  information,  including  management  fee,  charges, 
distribution  and  other  expenses  obtain  a  Prospectus  by  calling  toll  free. 

Please  read  it  carefully  before  you  invest. 

Dreyfus 

Intermediate  Municipal  Bond  Fund,  Inc. 

1-800-TAX-FREE 

(1-800-829-3733) 

Please  Ask  for  Extension  4435 


*Fund  ranked  14  out  of  79  according  to  Lipper  Mutual  Fund  Yield  Survey,  Intermediate 
Municipal  Debt  Funds  Category  for  the  30-day  period  ended  1/31/94.  Past  performance 
is  no  guarantee  of  future  results.  Fund's  yield,  share  price  and  investment  return  fluctuate 
so  that  you  may  receive  more  or  less  than  your  original  investment  upon  redemption.  Income 
may  be  subject  to  some  state  and  local  taxes.  Some  income  may  be  subject  to  the  Federal 
alternative  minimum  tax  for  certain  investors. 

fields  for  the  period  ended  3/4/94. 

9.42,%9.36%a„d11.56% 

average  annual  total  returns  for  the  10,  5  and  1  year  periods  ended  12/31/93.  Tax  equivalency 


IT  TAKES 
A  LOT  OF  DRIVE  TO  SET 
NEW  STANDARDS  FOR 
INNOVATION 


computer  runs  —  and 
nerates  —  are  gluttons 
storage  space.  qO  So  we  created  a  new  standard  in 
data  storage:  3-1/2  inch  magneto-optical  disk  drives  with 
230MB  capacity  that  store  as  much  as  160  conventional  floppy 
sks.  qO  It's  not  the  first  time  we've  established  a  world  standard  in 
ew  technology.  And,  with  our  $3  billion  annual  investment  in  R&D, 
we  don't  expect  it  to  be  the  last.  q0  We  helped 
establish  the  ATM  standard  for  multimedia  communi- 
cations.    For      America's      first  information 
superhighway,  we  delivered  all-bandwidth  ATM 

1  switching  systems  for  handling  voice,  data  and  video. 

we  were  the  first  to  offer  a  comprehensive  set  of  ICs  for  ATM.  qO  Our 
nputer  breakthroughs  include  some  of  the  world's  fastest  and 
Tiallest  —  from  supercomputers  to  pen-based,  hand-held  mobile 
computers.  And  credit-card-sized  PCMCIA  devices  for 
memory  and  peripherals.  q0  Like  you,  we've  learned 
that  today's  creative  environment  offers  two 
choices:  lead  or  follow.  With  our  drive, 
we're   not  looking  back. 


FUJITSU 


COMPUTERS.  COMMUNICATIONS.  MICROELECTRONICS 


Corporation 


STRATEGIES  I 


POLYGRAM  TURNS  UP 
THE  VOLUME 


From  CDs  to  movies  to  rock  concerts,  it's  on  the  move  in  the  U.S. 


■  t  wasn't  too  long  ago  that  PolyGram 
I  Chief  Executive  Alain  Levy  was 
H  probably  the  least  known  entertain- 
ment mogul  in  the  U.S.  True,  he  headed 
one  of  the  world's  biggest  music  compa- 
nies. But  few  Americans  outside  the 
music  business  had  ever  heard  of  Levy. 
Indeed,  London-based  PolyGram  was 
best  known  in  the  U.  S.  as  the  stodgy 
producer  of  such  highbrow  fare  as  Pava- 
rotti  and  Friends  and  Die  Frau  Ohne 
Sch  at  ten  conducted  by  Sir  Georg  Solti. 

Nowadays,  Levy  has  a  much  higher 
profile.  Over  the  past  few 
years,  he  has  transformed 
the  once-sleepy  classical 
music  company  into  an 
entertainment  powerhouse 
in  the  U.  S.  He  has 
snapped  up  three  major 
U.  S.  record  labels,  the 
most  recent  being  the 
$325  million  purchase  of 
Motown  Record  Corp.  last 
year.  Along  the  way, 
PolyGram's  U.  S.  arm  has 
become  the  home  of  such 
pup  royalty  as  U2,  Aaron 
Neville,  and  [NXS. 

And  Levy,  47,  an  ur- 
bane Frenchman  with  a 
Wharton  School  MBA,  has 
ambitions  far  beyond  the 
confines  of  pop  music.  He 
is  aggressively  diversify- 
ing into  a  wide  range  of 
entertainment  products, 
from  Broadway  musicals 
to  home-exercise  videos. 
He  even  has  his  sights  set 
on  Hollywood.  Although 


Gram's  CEO  since  1991.  "But  I'm  far  from 
seeing  it  as  the  only  option." 

Levy's  results  have  so  far  been  music 
to  investors'  ears.  Merrill  Lynch  &  Co. 
analyst  Harold  L.  Vogel  expects  Poly- 
Gram's  North  American  operating  prof- 
its to  surge  35%  this  year,  to  $73  mil- 
lion, while  its  revenues  climb  16%,  to 
$1  billion.  And  that's  helping  to  fuel 
PolyGram's  worldwide  operating  prof- 
its, which  should  increase  16%,  to  $563 
million,  says  Vogel,  as  its  revenues  rise 
11%.  to  $4.3  billion.  After  rising  70% 


In  1987,  Philips  purchased  Sieme 
stake.  Today,  PolyGram  dominates  t 
European  and  Asian  music  marke 
which  together  produce  72%  of  the  co 
pany's  revenues.  And  it  continues  to 
pand  its  international  franchise.  In  ji 
the  past  year,  the  company  has  acquii 
four  new  subsidiaries  in  Eastern 
rope.  PolyGram  is  neck-and-neck  w 
Warner  Music  Group  Inc.  and  EMI  Mu  fetii 
as  the  world's  largest  music  company 
"vision."  Now,  Levy  wants  to  cri 
the  U.  S.,  the  richest  entertainment  m 
ket  in  the  world.  Last  year,  Noi 
America  accounted  for  only  23%  of  Pc 
Gram's  sales.  More  important  for  Le 
U.  S.  performers  have  huge  appeal 
other  countries.  Many  of  PolyGrai 
non-English-speaking  acts,  such 
Japan's  Zard,  have  a  hard  time  find 
audiences  outside  their  home  countri 
Naturally,  the  music  business  I 
been  the  cornerstone  of  PolyGram's  U 
push.  PolyGram  has  built  up  its  presei 
in  the  U.  S.  by  buying  up  establish 
companies  and  keeping  the  subsidiar 
local  identity.  Before  acquiring  Moto 


filv! 


HOW  POLYGRAM 


Total  7993  sales  in  North  Americ 
(+18%);  Total  1993  operating  inc 
America:  $54  million  (+100%) 


POP  MUSIC 


15 


With  record  labels  that  include  Island  / Use 
town,  and  A&M,  PolyGram  saw  30  al  »of 
go  platinum  last  year.  Its  top  perforrtu  iymi 
elude  Bryan  Adams,  Sting,  U2,  Jon  Be  ismo 
and  Elton  John.  rfWo 


MOVIES 


PolyGram  has  released  seven  feature  fi  kisb 

since  the  beginning  of  1 993,  including  t  am 

Weddings  and  a  Funeral,  Backbeat,  ar  films 

Air  Up  There.  It  expects  movies  to  provi  t seNe 

25%  of  revenues  by  the  end  of  the  decc  iyCy 


TELEVISION 


I 


PolyGram  lost  $140  million  during  its 
last  foray  into  the  film  business  in  the 
early  1980s,  Levy  has  already  acquired  a 
number  of  small  independent  producers. 
And  there's  speculation  in  the  motion- 
picture  industry  that  PolyGram  may  buy 
all  or  part  of  troubled  MGM/UA  Commu- 
nications Co.,  which  Credit  Lyonnais 
must  sell  under  French  banking  laws 
by  1996.  Buying  MGM  "would  certainly 
make  things  easier,"  says  Levy,  Poly- 


PolyGram's  Propaganda  unit  made  its  I  ml 
with  the  Twin  Peaks  television  series.  It'i  jfo 
ing  on  several  new  shows  for  the  upcon  »[ 


last  year,  shares  in  PolyGram,  which  is 
75%  owned  by  Philips,  the  Dutch  elec- 
tronics giant,  are  trading  on  the  Am- 
sterdam and  New  York  exchanges  at 
around  40. 

So  far,  though,  most  of  PolyGram's 
success  story  has  played  out  overseas. 
The  company  was  founded  in  1962  as  a 
joint  venture  between  Philips  and  Ger- 
many's Siemens  to  make  albums  that 
would  be  played  on  their  record  players. 


last  year,  Polygram  bought  Isla 
Records  Inc.  and  A&M  Records  Inc.j 
1989  to  add  to  its  long-held  Mercuryf 
bel  in  the  U.  S.  PolyGram's  U.  S.  marl 
share  in  music  has  nearly  doubled  sii| 
1989,  to  14%. 

In  many  cases,  Levy  has  freed 
labels'  executives  from  the  market! 
and  distribution  chores  that  are  ml 
efficiently  handled  by  PolyGram.  11 
labels  can  then  focus  on  the  crucial  ta 
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finding  new  talent.  In  recent  years, 
record-label  chiefs  have  proven  adept 
discovering  profitable  new  acts,  such 
Billy  Ray  Cyrus  and  Vanessa  Wil- 
lis. And  PolyGram's  executives  seem 
relish  their  freedom.  "It's  so  much 
?  [late  Time  Warner  Inc.  CEO]  Steve 
ss  did  in  his  day,  allowing  the  place  to 
i  autonomously  to  show  its  collective 
I  individual  strengths,"  crows  Motown 
)  Jheryl  Busby. 

_,evy  is  also  known  for  his  skill  at 
Kvating  talent.  PolyGram's  boss,  who 
it  joined  the  company  as  head  of 
French  operations  in 

mid-1980s,  can  often 
found  milling  around 
•kstage  at  concerts, 
d  he's  known  for  en- 
raging PolyGram's  art- 
I  to  branch  out  into  un- 
ventional  projects.  Take 

Bon  Jovi.  Levy  en- 
raged him  to  develop 
talents  as  a  solo  song 
ter.  That  led  to  his 
ndtrack  for  the  movie 
mg  Guns,   which  sold 
"e  than  4  million  albums 
PolyGram  and  garnered 


A  R  Q  U  I 


ANKEES 


a  Golden  Globe  award.  "Alain  and  I  had 
the  vision  to  do  it,"  recalls  Bon  Jovi. 
Levy's  involvement  in  the  project,  which 
included  helping  to  pick  songs  to  record, 
left  the  rocker  "pretty  surprised." 

But  Levy  doesn't  want  to  be  confined 
to  pushing  CDs  and  cassettes  when  the 
entertainment  economy  is  exploding. 
That's  why  Motown's  Busby  is  racing 
ahead  with  plans  for  several  new  ven- 
tures, including  a  string  of  Motown  cafes 
that  would  serve  up  Motown  tunes  as 
part  of  the  ambience. 

Elsewhere,  PolyGram 
is  busily  diversifying 
into  other  realms  of 
American  entertain- 
ment. In  addition  to 
staging  live  concerts, 
PolyGram  is  dabbling 
in  Broadway  produc- 
tion. In  1991,  it  pur- 
chased 30%  of  com- 
poser Andrew  Lloyd 
Webber's  Really  Use- 
ful Holdings,  which 
produces  The  Phan- 
tom of  the  Opera. 
PolyGram  also  pro- 
duced the  Broadway 
musicals  Jelly's  Last 
Jam    and  Damn 
Yankees.  Besides 
generating  their 
own  revenues,  such  shows  also  led 
soundtrack  albums  for  PolyGram. 
Still,  Levy  insists  that  the  film  busi- 
ness is  key  to  PolyGram's  future.  He 
reckons  that  between  box-office  receipts 
and  selling  soundtrack  albums  and  home 
videos  around  the  world,  no  other  enter- 
tainment product  has  the  revenue  poten- 
tial of  movies.  And  in  true  PolyGram 
style,  Levy  is  establishing  a  presence 
in  Hollywood  by  buying  up  film  produc- 
ers. So  far,  PolyGram  has  spent  about 
$200  million  to  acquire  and  capitalize 
Working  Title,  an  artsy  British  company 
responsible  for  My  Beautiful  Laun- 
drette;  Propaganda,  the  cutting- 
edge  producer  of  Twin  Peaks; 
and  Interscope,  home  of  such 
i  middlebrow  hits  as  Three 
*  Men  and  a  Baby.  It's  an  ec- 
f  lectic  group.  But  Levy  says 
the  diversity  is  key  to  devel- 
oping distinctive  films  that  will 
appeal  to  different  audienc- 
es. He  vows  that  films  will 
account  for  25%  of  the  com- 
pany's revenues  by  the  end 
of  the  decade. 

Reaching  that  goal  won't 
be  easy.  PolyGram's  first 


FROM  BON  JOVI  TO 
BROADWAY:  POLYGRAM'S 
RESULTS  HAVE  BEEN  MUSIC 
TO  INVESTORS'  EARS 


Hollywood  adventure  flopped  in  the  ear- 
ly '80s  because  it  funded  big-budget  mo- 
vies without  having  the  ability  to  distrib- 
ute the  films  and  the  subsequent 
videotape  versions.  Maintaining  their 
own  distribution  systems  allows  studios 
to  keep  valuable  video  and  cable  rights 
that  would  otherwise  be  sold  to  help 
pay  the  cost  of  making  the  films. 

For  now,  PolyGram  Films  Internation- 
al is  busy  distributing  PolyGram  movies 
abroad.  In  the  U.  S.,  PolyGram  has 
struck  distribution  deals  with  Walt  Dis- 
ney Co.  and  mgm.  It  also  founded  Gra- 
mercy  Pictures  in  partnership  with  Uni- 
versal Studios  to  distribute  artsy,  niche 
movies.  But  by  the  end  of  1996,  all  dis- 
tribution agreements  expire. 
no  hurry.  So  Levy  is  faced  with  two 
options.  First,  he  could  build  a  distri- 
bution system  from  scratch.  His  second 
option  is  to  buy  an  existing  distribution 
network.  The  most  likely  candidate  may 
be  MGM,  say  industry  insiders.  MGM  own- 
er Credit  Lyonnais  is  expected  to  ask 
for  as  much  as  $2  billion  for  the  money- 
losing  studio.  Levy  is  coy  on  the  subject. 
Still,  he  says  he's  prepared  to  pull  out 
his  well-capitalized  checkbook  for  the 
right  deal. 

Philips  appears  to  be  willing  to  bank- 
roll Levy's  aspirations.  PolyGram's  par- 
ent accepted  a  dilution  in  its  stake,  from 
79%  to  75%,  when  PolyGram  issued  10 
million  new  shares  to  pay  for  Motown. 
Philips  CEo  Jan  D.  Timmer  declined  to 
be  interviewed  for  this  story,  but  Levy 
says  Philips  would  likely  consider  further 
dilution  if  PolyGram  wanted  to  make 
more  large  acquisitions,  though  none  are 
now  planned. 

Some  film-industry  executives  take 
Levy's  measured  pace  as  a  sign  that  he 
isn't  willing  to  spend  what  it  takes  to 
build  a  major  film  company.  So  far,  Poly- 
Gram has  made  only  inexpensive  films. 
And  last  year,  Levy  avoided  the  high- 
priced  bidding  wars  for  Castle  Rock  En- 
tertainment and  New  Line  Cinema  Corp. 
Both  companies  were  ultimately  bought 
by  Ted  Turner.  What's  more,  as  scores 
of  entertainment  giants,  such  as  Disney, 
Warner,  and  even  Japan's  Sega  Enter- 
prises Ltd.,  diversify  into  new  products, 
PolyGram  may  find  it  tougher  to  con- 
quer the  U.  S.  market. 

Still,  Levy  won't  be  hurried.  "Some- 
one who's  willing  to  lose  a  lot  of  money 
on  a  consistent  basis  should  be  in  Las 
Vegas  and  not  running  a  major,  publicly 
quoted  company,"  says  Levy,  who  vows 
to  take  the  time  to  learn  the  movie  busi- 
ness before  making  a  big  move.  And  if 
Levy  figures  out  the  movie  business  as 
well  as  he  has  the  music  business,  the 
rest  of  us  are  in  for  quite  a  show. 

By  Elizabeth  Lesly  In  New  York,  with 
Ronald  Grover  in  Los  Angeles  and  bureau 
reports 


RPORATION 


Rl  I^INF^  WFFIC/AF       "  r,    100/1  I  I 


YOU'RE  DOING  THE  QUART! 

GRAR  THE  EAST  COAST  I 
THE  PROFIT  CHART.  AND  TU 
WAIT.  DID  YOU  JUST  D 


Pretty  amazing.  Anywhere  else, 
you'd  need  extra  appendages  to  get  so 
much  done  so  quickly.  And  so  easi- 
ly. But  once  you  get  hold  of 
the  Microsoft"  Office,  breezing 
through  a  complex  job  like  this 
is  just  plain  simple. 

Maybe  even  a  little  fun. 

For  instance,  look  at 
how  that  quarterly 
report  comes 
together. 
You  start  by 
writing  your 
basic  report  in 
Word,  our  intuitive  wore 


>rocessor.  Like  all  the  best-selling       Instantly.  All  thanks  to  our  exclusiv 
)rograms  in  the  Microsoft     IntelliSense  "  technology.  It  tracks 


be 
it 


nixmail  mm 


The  Microsoft  Office  family  of  prod- 
nets  fit  together  so  elegantly,  you'll  easily 
do  more  in  less  time.  All  by  yourself 


Office,  it's  considered  by  the  experts 
to  be  the  best  of  its  kind. 

Word  helps  you  in  lots  of  ways  - 
from  plugging  in  your  choice  of 
formats  to  fixing  common  typos. 


your  progress,  mak 
ing  everyday  functions  happen 
automatically.  And  making  the  mor 
involved  tasks  go  swimmingly,  too 
You  want  that  report  of  yours 


'Support  fot  the  Microsoft  Off  ice  K  no  charge;  ho 


United  StaK 


omul  tcli phone  company  charges  apply  Mlc 


II  (800)  170-8957.  Dept.  EYF  In  Canada,  call  (800)  <M  9048.  Outside  the  U.S.  and  Canada 


c  suh|cct  to  Microsoft's  (hen-current  prices,  terms,  and  conditions. 


ubje, 


r  local  Microsoft  subsidiar\  ur  <2U6)  Customers  who  arc  deaf  or  hard  of  hearing  c 


change  without  notice.  © 

ach  Microsoft  text  telephone  (T 


ov 


LY  REPORT  AND  DECIDE  TO 
URES,  PLOG  THEM  INTO 
fl  IT  ALL  INTO  COLOR  SLIDES 
LL  THAT  RY  YOURSELF? 


be  backed  by  solid  data,  so  you 
ick  into  our  Microsoft  Access  data- 
lse.  In  a  blink,  the  information 
>u  need  is  front  and  center.  Any 
ay  you  want  it. 

Then  you  pop  those  regional  fig- 
es  straight  into  Microsoft  Excel, 
e  spreadsheet  that  makes  powerful 
lalysis  easy.  Here  IntelliSense  lets 
>u  create  an  impactful  3-D  chart  in 
couple  of  moves. 

Drag  that  chart  into  Word  and 
>uVe  got  one  impressive  report, 
nd  changes  can  be  made  right  in 
ace.  Because  one  click  brings 

all  your  spreadsheet  tools 
right  to  you. 

ant  to 

'esent  this  to  your 
irtner?  Great.  Slip  into  the 
)werPoint  presentation  graphics 
-ogram  and  get  compelling  slides 
your  fingertips.  Immediately. 

These  four  full-featured  pro- 
■ams  all  work  in  the  same  consis- 
nt  way,  so  you're  free  to  concen- 


trate on  developing  your 
ideas.  You  don't  even  have 
to  think  about  which  pro- 
gram you're  in. 

And  all  that  built-in 
intelligence  just  means 
you've  always  got  a 
helping  hand  when 
you  need  it  most. 

Our  support 
team  backs  up 
that  philosophy 
with  the  best 

assistance  you  can  get.  Fact 
is,  the  Microsoft  Office  programs 
are  the  only  products  of  their  kind 
with  unlimited  product  support 
available  for  no  service  charge.* 
Only  Microsoft  Office  pulls 
the  tools  you  need  into  such  easy 
reach.  Quickly.  Ingeniously. 

Call  us  at  (800)  370-8957,  Depart- 
ment EYF.  Then  we'll  send  you  our 
Office  Information  Kit. 

Or  go  by  your  nearest  computer 
store  and  get  your  hands  on  the 
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2nd  Quarter  Report 

Emm  mo  oes  into  the  third  auarter  with  Another  impressive  period  of  growth  in  sales  w*h 
overall  revenues  at  $441,000  for  Q2  Although  last  year  s  re**HieJy<yue»artiv*y  seems  to  be 
solely  behmd  us, there  are  several  key  issues  that  should  be  continually  scrutinized  m  order  to 
maintain  current  progress 

*  Technological  advances  In 
keyboard  sound  production 

*  Demand  tor  classic  cv>del  guitars 

*  Cool  down  of  saxophone  sales 

Profit  Ratios 

Abowe-th*~hne  returns  for  O*  reached 
M43J0OO  This  represents  an  unusually 
-**»e  above  our  normal 


be  traced  almost  directly  to  our  entrance  into  the 


TT 


Any  tool  you  need  is  a 
single  click  away.  So  creating 
rich,  compelling  documents 
(and  slides)  is  a  cinch. 

Microsoft  Office.  You'll  find 
things  you  could  never  do  before 
are  easy  to  accomplish.  All  at  once. 


McrosoLOffice 


pf  n.  Ail  right*  reserved.  Microsoft  Office  Professional,  shown  here,  includes:  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access  .ind  a  Mail  workstation  license  (server  and  software  must  he  acquired  separately).  For  information  only:  In  the  50 
calling  (800)  892-5234  in  the  United  States  Or  (905)  S68-964.  in  C  artada.  Microsoft,  Microsoft  Access,  PowerPoint  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense  and  Windows  arc  trademarks  of  Microsoft  Corporation. 
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HEDGE 


FALL  GUYS? 

MYSTERIOUS  AND  VILIFIED,  HEDGE  FUNDS  ARE  ALSO  THE  STREET'S  TRAILBLAZERS 


The  Helmsley  Building,  at  the  toot 
of  Park  Avenue  in  Manhattan,  is 
an  architectural  gem.  But  its  real 
distinction  lies  not  in  its  ornate  Art  Deco 
lobby  or  worked-brass  elevators.  In  un- 
marked suites  on  the  12th  and  14th 
floors  and  in  the  spanking  new  building 
next  door,  a  misunderstood,  widely 
feared  Wall  Street  subculture  has  taken 
root.  Dozens  of  small  hedge  funds  have 
quietly  opened  offices  right  here— a 
Hedge  Fund  Row,  if  you  will. 

They  are,  for  the  most  part,  veteran 
Wall  Streeters  who  have  decided  to  go 


into  business  for  themselves— investing 
their  own  money  and  the  funds  of  a 
handful  of  clients  and  receiving  in  re- 
turn a  hefty  portion  of  the  profits.  On 
the  14th  floor  of  the  Helmsley  Building, 
a  veteran  bank  analyst,  Dale  F.  Jacobs, 
buys  and  sells  short  domestic  financial 
stocks  for  his  hedge  fund,  Financial  In- 
vestors. Next  door,  at  237  Park,  Paul 
Tanico  and  Glenn  T.  Marcin  are  scouring 
company  financials  for  their  hedge  fund, 
CastleRock  Partners.  U.  S.  stocks  only. 
Leverage?  Rarely.  Commodities?  Cur- 


rencies? Nt 


I  lltto 


their 


bors,  the  brothers  Barry  S.  Lafer  an 
Alan  D.  Lafer,  though  their  Lafer  Equic; 
ty  Investors  controls  risk  by  using 
tions  strategies. 

RUNNING  AMOK?  That's  the  calm,  ra 
tional,  workaday  reality  of  hedge  funds- 
at  least,  the  reality  as  it  exists  on  Hedg 
Fund  Row.  But  a  different  reality  is  re 
fleeted  down  in  the  lobby  of  the  Helms 
ley  Building— at  the  newsstand.  Ther 
you  can  read  about  the  exploits 
hedge-fund  operators  who  seem  to  exists 
on  another  planet.  Their  names  aren'n, 
Jacobs  or  Tanico.  They  are  far  more 
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COVER  STC 


3  under  control 


iar,  at  least  to  readers  of  the  financial 
ires:  George  Soros,  the  high-stakes 
rency  gambler  and  "scourge"  of  Euro- 
n  central  bankers;  Michael  Stein- 
dt,  the  mercurial  trader  whose  $1 
ion  loss  tarnished  one  of  the  best 
ords  on  Wall  Street;  Julian  H.  Rob- 
SOn  Jr.,  whose  huge  hedge  funds  have 
milarly  glowing  long-term  and  drea- 
short-term  record.  Their  deeds  are 
depicted  as  being 
typical  of  all 
hedge  funds— 
and  they're  not 
pretty. 
When  the  bond  market 
collapses  in  a  molten  heap, 
when  currencies  and  stocks 
even  commodities  tumble, 
Big  Three— and  hedge  funds 
erally— get  the  blame.  Crit- 
argue  that  hedge  funds  are 
ue  elephants:  overlever- 
d,  undersuper  rised,  and 
-uptive  to  the  markets, 
ikers,  securities  industry 
fessionals,  mutual-fund 
lagers— all  are  beating  the  I 
m.  "The  panic  decline  of 


ities  watchdogs,  Representatives  John 
D.  Dingell  (D-Mich.)  and  Edward  J.  Mar- 
key  (D-Mass.),  Securities  &  Exchange 
Commission  Chairman  Arthur  Levitt  Jr. 
stated  that  he  shared  their  "concerns 
regarding  the  trading  activities  of  hedge 
funds  and  the  ability  of  such  funds  to 
contribute  to  volatility  in  global  financial 
markets."  Levitt  says  that  the  SEC  will 
keep  an  eye  peeled  on  the  "management 
and  trading  activities"  of  hedge  funds 
to  determine  if  new  regulations  are 
needed,  though  the  agency  doesn't  feel 
that  any  new  laws  or  regs  are  needed 
just  now. 

At  least  as  ominous  is  a  potential  reg- 
ulatory onslaught  from  bank  regulators, 


THE  TYPICAL  HEDGE  FUHD: 
LEAH,  AGGRESSIVE,  AHD  WELL-PAID 

This  is  a  composite  portrait  of  a  typical  U.S.  hedge 
fund,  based  on  a  computer  study  of  300  funds 

Private  limited  partnership  based  in  the  Northeast 


last  few  weeks  has  been  i 
iely  documented  to  have 
n  caused  by  the  highly  lev- 
ied 'hedge'  funds  dumping 
;e  bond  and  equity  posi- 
ts," intoned  Don  R.  Hays, 
>ctor  of  investment  strate- 
5  at  Wheat,  First  Securities, 
in  Apr.  5  market  commen 
y  entitled  The  Hedge  Fund 
sis- 1994. 
t's  no  secret  that  Wall  Street 
es  hedge  funds.  In  fact, 
y  have  never  been  very 
ular  there.  But  the  funds 

starting  to  get  unwelcome  scrutiny 
n  a  potentially  devastating  quarter: 
shington  regulators.  Hedge  funds  are 
;ady  being  put  on  the  hot  seat  by 
jse  Banking  Committee  Chairman 
lry  B.  Gonzalez  (D-Tex.),  who  on 
\  13  held  hearings  on  the  dangers 
ed  by  them.  Gonzalez  maintains  that 
dge  funds  deserve  extra  scrutiny  be- 
se  their  massive  financial  clout, 
;ed  by  large  credit  lines  from  banks, 

sed  for  speculative  purposes." 

'he  regulators  appear  to  agree.  In 

Apr.  7  letter  to  Capitol  Hill's  secur- 


MINIMUM  INVESTMENT 

$375,000 


AGE  OF  FUND 
Four  years 

iTMENT  POLICY  Trades  U.S.  stocks;  uses  short- 
selling  as  a  hedge;  buys  and  sells  stocks  of  all  sizes;  picks 
stocks  using  a  "bottoms-up,  "  research-intense  approach; 
generally  avoids  commodities  and  financial  futures 


$15  million,  of  which  at  least  $500,000 
is  contributed  by  the  manager 

S  Incentive  fee  is  20%  of  profits;  management 
fee  is  1  %  of  assets 


DATA:  INTERNATIONAL  ADVISORY  GROUP  INC. 

who  could  tighten  the  financing  spigot 
for  hedge  funds.  Eugene  A.  Ludwig,  the 
Comptroller  of  the  Currency,  told  Gon- 
zalez' committee  that  "partly  in  response 
to  recent  market  developments,"  the  OCC 
"increased  scrutiny  of  national  bank  ac- 
tivities related  to  hedge  funds." 
NO  HALOS.  What  is  the  reality  of  hedge 
funds?  Are  they  epitomized  by  the  hard- 
working entrepreneurs  on  Hedge  Fund 
Row?  Or  is  the  take-no-prisoners  image 
of  the  Big  Three  closer  to  the  truth? 
In  an  effort  to  separate  myth  from  real- 
ity, business  week  took  a  close  look  at 


this  little-known  corner  of  Wall  Street. 
The  picture  that  emerged  is  surprising. 
No,  hedge-fund  managers  are  not  Boy 
Scouts.  The  biggest  hedge-fund  opera- 
tors are  hard-nosed  traders  who  can  rat- 
tle markets.  But  the  magnitude  of  their 
trading,  and  their  impact  on  the  market, 
has  been  grossly  exaggerated. 

Representative  Gonzalez  has  a  point: 
Hedge  funds  deserve  scrutiny.  But  not 
only  for  the  reason  he  mentions.  They 
bear  watching  not  only  because  of  their 
potential  for  mischief  but— at  least  as 
importantly— because  of  what  they  can 
teach  the  rest  of  the  Street.  They  are  pi- 
oneering money-management  and  com- 
pensation techniques  that  are  light-years 
ahead  of  the  somnolent  meth- 
l§j  ods  practiced  by  traditional 
money  managers.  They  are  al- 
ready luring  away  some  of  the 
top  brains  on  Wall  Street,  from 
obscure  trading-desk  prodigies 
to  big  wheels  such  as  Goldman, 
Sachs  &  Co.  research  chief  Leon 
Cooperman  and  former  Salomon 
Brothers  Inc.  ace  trader  John 
Meriwether. 

Hedge  funds  are  among  the 
fastest-growing  segments  of  Wall 
Street,  spawning  a  growing  cot- 
tage industry  of  service  compa- 
nies, and  it's  no  coincidence  that 
cautious  global  financier  Edmond 
J.  Safra,  in  his  first  venture  onto 
Wall  Street,  chose  to  go  into  the 
financing  and  servicing  of  hedge 
funds. 

MILLIONAIRES  ONLY.  Although 

i  their  investment  methods  bear 
no  resemblence  to  the  lions  of 
their  business,  Hedge  Fund 
Row's  tenants  actually  are 
structured  just  about  identical- 
ly. For  one  thing,  all  are  private  limited 
partnerships.  All  sell  short  as  well  as 
buy  stocks.  Each  partnership  has  no 
more  than  99  customers,  to  escape  SEC 
regulation,  and  their  clients  are  almost 
exclusively  multimillionaires.  They  range 
from  Hollywood  celebrities  to  moguls 
of  industry  and  Wall  Street  to  old  mon- 
ey to  the  nouveau  riche  born  of  the 
LBO  boom  in  the  1980s.  The  client  list 
includes  growing  numbers  of  institu- 
tional investors  as  well  as  "family  of- 
fices'—the money-management  arms  of 
wealthy  families,  some  of  whom  main- 


i« j  OPERMAN    LEON  LEVY,  JACK  WALSH    JOHN  MERIWETHER 


MARK  STROME 


MARK  KINGDON      DAVID  GERSTENHABER 


STORY 


BUSINESS  WEEK/APRIL  25,  1994  117 


tain  their  own  data  bases  of  hedge  funds. 

Old  money  or  new,  hedge-fund  cus- 
tomers are  patient.  Even  when  the 
funds  perform  poorly,  folks  generally 
don't  pull  out— because  they  can't.  Under 
the  partnership  agreements,  their  mon- 
ey may  only  he  taken  out  at  the  end  of 
the  quarter  and  is  often  "locked  up"  for 
as  long  as  one  to  three  years.  Hedge- 
fund  managers  thus  are  not  cursed  with 
the  "hot  money"  problem  that  besets 
mutual-fund  managers,  who  are  forced  to 
unload  stocks  in  declining  markets  to 
meet  redemptions  from  jittery  inves- 
tors—thereby accelerating  any  market 
plunge.  Large  and  small  alike,  hedge- 
fund  managers  share  in  the  profits— tak- 
ing home  huge  paychecks  when  they 
are  doing  well  and  next  to  nothing  when 
their  strategies  turn  sour. 


Viewed  from  afar,  it  might  seem  that 
hedge  funds  are  an  overwhelming  force 
in  the  world  markets.  The  numbers  are 
stunning.  According  to  a  new  study  of 
hedge  funds  by  a  consulting  firm.  Inter- 
national Advisory  Group  in  Nashville, 
the  total  number  of  hedge  funds,  and 
their  assets,  is  probably  much  higher 
than  generally  estimated:  3,000  funds 
with  assets  exceeding  $160  billion.  By 
contrast,  in  response  to  a  congressional 
inquiry  two  years  ago,  the  SEC  was  able 
to  identify  only  53  hedge  funds— and 
that's  because  they  were  mentioned  in 
the  news  media.  The  sec  could  only  lo- 
cate asset  figures  for  "17  funds  repre- 
senting approximately  $13  billion." 

If  all  that  $160  billion  was  deployed 
into  the  world  currency  and  fixed  in- 
come markets,  where  100-1  leverage  is 


sometimes  possible,  the  impact  wou  • 
be  colossal.  But  the  percentage  of  fum  |» 
that  engage  in  big  currency  and  mark  met 
bets,  the  so-called  macro  funds,  coi  p: 
prise  barely  10%  of  hedge  fund  asset  ^r, 
according  to  IAG  Chairman  George  Va  i 
Even  if  Soros'  $10  billion  fund  family  t,  ,: 
included  (iag's  data  base  includes  on  jjiiot 
U.  S.  funds;  Soros  is  an  offshore  fui  ?,  i 
operator),  the  size  of  the  macro-hedg  s< 
fund  gambling  stake— $26  billion— is  st  \t  m 
considerably  less  than  the  amount  jgi 
money  brought  to  bear  by  other  mark  b> 
players.  In  the  view  of  Federal  Reser  y, 
Board  Chairman  Alan  Greenspan,  hedj  y 
funds  were  not  a  major  factor  in  tl  j]  (« 
recent  market  plunge. 

The  trading  of  the  large  hedge  fun<  ttr; 
is  overshadowed  by  the  trading  of  ban!  [  tfl 
and  brokerages,  many  of  which  also  tal  $  < 
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raged  bets  in  the  market.  Indeed,  in 
prepared  testimony  before  Gonzalez' 
mittee,  Ludwig  noted  that  the  banks' 
n  trading  activities"— including  the 
iprietary  trading  operations  of  the 
tinational  banks"— "pose  similar  risks" 
he  trading  of  the  hedge  funds, 
'he  only  genuine  difference  between 
funds  and  the  proprietary  trading 
•ations  of  the  big  institutions  is  that 
je  funds  are  much  smaller.  And,  one 
wledgeable  trader  argues,  they  tend 
>e  more  cautious.  "People  think  of 
is  gunslingers,  but  we  really  have 
ceep  volatility  very  low:  Wealthy 
pie  don't  like  volatility,"  says  a  vete- 
bond  trader  who  once  ran  a  multina- 
al  bank's  proprietary  trading  desk 
now,  he  notes,  does  exactly  the 
ie  trading  for  his  own  hedge  fund, 
f  90%  of  the  hedge  fund  world 
sn't  take  the  kind  of  enormous,  lever- 
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aged  bets  as  the  Big  Three,  what  do 
the  rest  do?  The  answer  is  simple:  pret- 
ty much  everything  else  imaginable. 
Their  strategies  range  from  plain  to  fan- 
cy, from  high-tech  arbitrage  to  old-fash- 
ioned growth-stock  picking,  from  short- 
selling  to  investment  in  distressed 
securities  and  convertible  stocks.  Many 
don't  use  leverage  at  all.  Few  delve  into 
overseas  markets  and  other  illiquid  se- 
curities—the downfall  of  the  widely-pub- 
licized partnerships  run  by  David  J. 
Askin.  Askin  engaged  in  arbitrage  in- 
volving thinly-traded  derivative  instru- 
ments based  on  mortgage-backed  secur- 
ities. That  sounds  complicated,  and  it 
is.  Deadly,  too— when  rates  climbed  and 
Askin  found  no  takers  for  the  contents 
of  his  portfolio.  His  $600  million  hedge 
fund  collapsed. 

paper  lions.  But  Askin  is  a  glaring  ex- 
ample of  what  happens  when  any  inves- 
tor, hedge-fund  or  otherwise,  strays  into 
illiquid  securities.  Ironically,  most  hedge 
funds  actually  are  predisposed  to  avoid 
risk— and  it  shows  in  their  performance 
statistics.  Despite  their  Road  Warrior 
persona,  and  even  though  the  biggest 
hedge  funds  took  tremendous  hits  earli- 
er this  year— Steinhardt  is  down  25% 
year  to  date— a  category-by-category  dis- 
section of  hedge-fund  performance  by 
lag  shows  that  they  are  actually  far  less 
risky  as  investments  than  is  generally 
believed  (chart). 

Over  the  past  five  years,  the  IAG 
fund-trackers  report,  investors  in  hedge 
funds  have  realized  an  average  annual 
return  of  17.2%,  vs.  13.4%  for  the  Stan- 
dard &  Poor's  500-stock  index.  Yet  the 
risk  of  investing  in  the  funds  is  actually 
less  than  the  riskiness  of  the  S&P.  iag 
defines  risk  as  the  probability  of  loss  in 
any  given  year. 

One  surprise  is  the  performance  of 
the  macro  funds.  Their  phenomenal  39% 
annual  return  is  not  too  surprising,  giv- 
en their  stellar  record  in  recent  years. 
Some  macro  funds  recorded  gains  of 
60%  or  better  in  1993,  for  instance. 
What's  interesting  is  the  tiny  risk  of 
just  2%.  The  IAG  numbers  were 
based  on  quarterly  performance 
statistics  through  the  end  of  1993 
—and  thus  don't  include  the  mas- 
sacre this  year.  But  if  the  num- 
bers are  valid,  there's  a  good 
chance  that  the  Big  Three  and 
the  other  macro  players  will  come 
charging  back  by  yearend. 

For  the  vast  majority  of  funds 
that  steer  clear  of  big  global  bets, 
the  big  edge  is  the  ability  to  sell 
short.  Because  most  sell  short  as 
well  as  buy  stocks,  hedge  funds 
have  tended  to  do  well  when 
when  stocks  generally  are  on  the  de- 
cline. Indeed,  if  the  market's  recent  trou- 
bles return,  that  will  actually  bode  well 
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for  hedge  funds.  In  the  first  quarter  of 
1994,  despite  the  miserable  performance 
of  the  macros— which  were  down  13%— 
hedge  funds  were  still  beating  the  mar- 
ket, with  a  decline  of  2.2%,  vs.  a  3.3% 
drop  in  the  S&P  500,  according  to  Repub- 
lic New  York  Securities  Corp. 
HANDY  TARGET.  Why  have  hedge  funds 
been  getting  such  a  bad  rap?  Jealousy 
might  have  something  to  do  with  it.  An- 
other reason  might  be  the  tendency  af- 
ter every  market  setback  to  look  for 
someone  to  blame,  such  as  program 
traders  after  the  1987  crash.  "Every  cri- 
sis needs  a  scapegoat.  And  who  better 
to  beat  up  on  than  guys  who  made  a  lot 
of  money  in  1992  and  1993,"  says  David 
Gerstenhaber,  a  former  top  global  trad- 
ing strategist  for  Robertson  who  runs 
Argonaut  Capital,  a  $500  million  macro 
fund.  The  hedge  funds'  tendency  to  hug 
the  shadows  is  another  reason.  Few 
have  tried  to  counter  the  criticism  that 
has  appeared.  "The  typical  reader  of 
newspapers  thinks  of  hedge  funds  as 
fast-talking  swingers,  and  it  couldn't  be 
further  from  the  truth.  Usually,  they're 
intellectuals,  and  I  might  even  use  the 
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N-word— the  four-letter  word  that  ends 
with  a 'd,' "  notes  Van  at  IAG. 

The  best  known  hedge-fund  manag- 
ers, of  course,  are  far  from  nerds  but 
are  actually  among  the  "rock  stars"  of  fi- 
nance. They  are  not  always  popular— 
and  they  don't  have  to  be.  One  of  their 
most  consequential  and  contradictory 
figures  is  Michael  Steinhardt.  A  notori- 
ously tough  and  demanding  boss,  out- 
side the  office  he  collects 
art,  raises  exotic  animals 
and  flowers,  and  dabbles  in 
politics  as  the  founding 
chairman  of  the  Progressive 
Policy  Institute,  a  moderate 
Democratic  think-tank  with 
close  ties  to  the  White 
House.  Today,  after  sustain- 
ing huge  losses  by  wager- 
ing that  European  and  Japa- 
nese bonds  would  rise  in 
price,  Steinhardt's  $4  billion 
portfolio  has  been  shifted  al- 
most entirely  into  cash.  Sor- 
os and  Robertson  have  done 
nothing  of  the  kind,  with 
Robertson  hurt  the  least  of 
the  Big  Three. 

The  losses  realized  by  the 
Big  Three  have  not  stopped 
the  flow  of  brainpower  into 
the  hedge  funds.  They  are 
so  lucrative  that  they  are 
attracting  the  cream  of  Wall 
Street  talent  much  as  in- 
vestment banking  was  the 
hot  career  ladder  in  the 
1980s.  In  the  world  of  mon- 
ey management,  nobody 
pays  better.  So  it's  not  sur- 
prising that  hedge  funds  are 
picking  up  the  best  talent 
at  the  expense  of  conven- 
tional money  managers,  mutual  funds, 
and  so  on.  "I  wouldn't  compare  it  to  an 
NFL  bidding  war,  but  there's  a  shortage 
of  fine  managers,  and  hedge  funds  are 
picking  up  some  of  the  best,"  says  Mi- 
chael D.  Martinolich,  a  managing  direc- 
tor of  Smith  Hanley  Associates,  an  exec- 
utive search  firm. 

BOY  WONDER.  ( lerstenhaber  is  an  ex- 
ample of  the  exodus  of  talent  to  hedge 
funds.  He  was  on  the  lightning-fast  track 
at  Morgan  Stanley  &  Co.— he  was  a  top 
Morgan  economist  in  Japan  at  the  age  of 
25.  After  six  years  of  zooming  through 
the  ranks,  Gerstenhaber  moved  from 
white-shoe  Wall  Street  to  a  company 
named  Tiger  Management.  Tiger's  over- 
lord is  smart,  soft-spoken  North  Carolin- 
ean  Julian  Robertson.  In  August,  Ger- 
stenhaber left  Tiger  to  set  up 
Argonaut— a  spin-off  trend  reminiscent  of 
the  heyday  of  investment  banking.  And 
by  yearend,  just  four  months  later,  he 


was  up  a  ravishing  12%  after  fees.  If 
he  does  as  well  this  year  as  he  did  in 
only  those  four  months,  Gerstenhaber 
and  his  colleagues  will  split  20%  of  the 
profits  as  their  reward,  plus  2%  of  assets 
for  expenses.  That's  $22  million. 

It's  not  just  jealousy  or  scapegoating 
that  makes  the  hedge  funds  anathema  to 
the  powers  of  Wall  Street.  Fear  is  an- 
other possibility— fear  that  the  public 


may  demand  incentive-based  compensa- 
tion for  their  funds  as  well.  One  aspect 
of  the  hedge-fund  compensation  system 
would  send  shivers  down  the  spines  of 
corporate  executives  everywhere.  If 
hedge  funds  lose  money  in  a  year,  they 
don't  draw  a  nickel  in  incentive  fees  un- 
til they've  made  up  their  losses.  That's 
the  so-called  "high-water  mark"  con- 
tained in  most  hedge-fund  partnership 
agreements,  and  they're  standard  prac- 
tice among  hedge  funds— Steinhardt  and 
Soros  included. 

Hedge  funds  may  be  getting  a  new 
burst  of  attention,  but  actually  they 
have  been  around  for  more  than  four 
decades.  The  first  hedge-fund  operator 
was  A.W.  Jones,  who  conceived  the  idea 
of  "hedging"  against  the  shifting  seas  of 
the  markets  by  going  long  and  short  in 
equal  proportions.  When  this  idea 
worked  right,  the  shorts  did  worse  than 
the  market  when  the  market  was  go- 
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ing  down  and  the  longs  did  better  th 
the  market  when  stocks  went  up. 

Hedge  funds  operated  pretty  mui 
in  the  shadows  of  Wall  Street  until  tl 
1960s,  when  the  go-go  bull  market  lur< 
the   most  venturesome  young  Wi 
Streeters  into  hedge  funds.  One  wl 
entered  the  hedge  fund  world  in  19( 
was  a  26-year-old  analyst  at  Lo<  a 
Rhodes— later  merged  into  Shearson  < 
named  Michael  Steinharc 
The  appeal,  then  as  no  - 
was  the  lure  of  being  one  ' 
own  boss.  As  Steinhardt  r 
calls:  "Here  I  was,  manaj 
ing  money  in  an  ambiem 
where  the  results  of  my  ( 
forts  were,  for  good  or  f< 
bad,  directly  accumulath  nn 
to  myself.  It  was  in  son  » 
sense  one  of  the  last  ba 
tions  of  capitalist  behavior  t 
and  I  was  cocky." 

Even  though  hedge  fundh» 
were  relatively  in  their  it 
fancy,  most  had  already, 
abandoned  the  classic  a) " 
proach  of  going  half  Ion  me: 
and  half  short.  But  Steii  ds 
hardt's  fund  was  still  fairlart 
close   to   the   tradition!  i  be 
hedge-fund  paradigm,  goin  er 
long  and  short  on  U. '  n  ti 
stocks.    When   it  begaite: 
Steinhardt.  Fine,  Berkowitik 
&  Co.  had  $7  million,  mos : 
of  which  came  from  persoi  i  r; 
al  acquaintainces.  Amoniev 
them  were  Loews  CEO  Lame:, 
ence  A.  Tisch,  who  late- 
pulled  out  in  a  disagreement 
over  partnership  terms— on  1M 
of  the  few  original  investor  k 
who  opted  out.  ir 
The  growth  of  what  became  Steii  ins 
hardt  Partners— Fine  and  Berkowitz  djttl 
parted  over  the  years— pretty  much  pared 
alleled  the  quiet  expansion  of  the  hedgt  ir 
fund  business  during  the  1980s  bull  man* 
ket.  At  that  time,  Steinhardt's  namn 
rarely  appeared  in  the  media  and  hii'n 
fund  remained  relatively  small  in  size:, 
Steinhardt  seldom  ventured  into  fixed-inn 
come  securities  and  never  into  curren- 
cies. Leverage  was  used  only  spasmodi  c 
cally.  "In  bonds,"  Steinhardt  notes,  "yortt 
have  to  use  leverage  in  order  to  create 
the  exposure  to  achieve  a  return.  Bull 
aside  from  bonds,  you  don't  necessarily 
need  leverage." 

Massive  use  of  leverage— and  hugik 
global  bets— actually  became  a  fixturmj 
on  the  scene  in  only  the  past  few  years  ti 
as  the  leading  hedge  funds  grew  intt . 
giants.  Until  1991,  when  he  hired  Ger- 
stenhaber, Robertson  did  not  regularly  % 
take  large  leveraged  bets  in  the  curren 
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nd  fixed-income  markets.  He  was,  as 
nhardt  was  in  the  old  days,  primar- 
i  stock-picker.  But  as  Robertson's 
ts  under  management  climbed  over 
dllion  in  1990,  making  him  the  larg- 
U.  S.  hedge-fund  manager  at  the 
it  was  necessary  for  him  to  move 
leveraged  global  market  bets  to 
)  his  returns  high, 
teinhardt  and  Robertson  were  fol- 
ng  in  the  tradition  set  by  Soros,  the 
er  of  macro  investing.  Soros,  whose 
lore  Quantum  fund  group  is  closed 
I  S.  investors,  has  long  had  a  fascina- 
with  global  macroeconomic  trends— 
"macro"  in  macro  investing.  His  mas- 
bet  against  the  European  currencies 
992  brought  him  widespread  notori- 
But  even  though  his  trading  may 
3  tended  to  accelerate  the  decline  in 
currencies,  there  was  ample  funda- 
tal  basis  for  the  decline— the  econo- 
3  of  the  Continent  simply  did  not 
ify  the  levels  at  which 
currencies  were  trading. 
RED  MISERY.  In  Febru- 
when  the  Big  Three 
•ed,  the  reason  was  the 
•t-circuiting  of  wagers  on 
anese  and  European 
ds  and  against  the 
anese  yen  that  were 
being  widely  aped  by 
ir  macro  traders.  And 
i  there  was  the  "car- 
,rade"— buying  Treasury 
ds,  which  paid  6%,  and 
ncing  them  at  the  short- 
n  rate  of  3%.  You  make 
iey  two  ways— by  the  3% 
3ad  and,  if  the  market 
3  your  way,  the  increase 
he  price  of  the  bonds. 
100-to-l  leverage,  a  1% 
'e  in  your  favor  doubles 
r  money.  A  1%  move 
inst  you— and  rates  did 
that— and  you  get  clob- 
ed.  "Everybody  in  the 
iness  got  involved  in  the 
le  sorts  of  trades— the 
•y  trades,  the  'short  the 
'  plays.  Everybody  did 
t,  and  everybody  got 
vn  out  of  the  water,"  re- 
s  Christopher  Castro- 
jo,  who  runs  Parallax 
tners,  a  small  macro 
i  on  Hedge  Fund  Row. 
"he  recent  losses  sustained  by  the 
:ro  funds  highlight  the  principal  dan- 
presented  by  hedge  funds:  the  risk 
oss  to  the  unwary  investor.  Hedge 
ds  have  latitude,  and  that  can  hit 
h  ways.  Latitude  combined  with  lev- 
ge  can  be  a  dangerous  combination, 
n  in  the  hands  of  competent  man- 
fit  ment.  Most  hedge-fund  managers  are 
I  $  erienced— the  average  age  is  49,  and 


the  typical  fund  manager  has  18  years 
on  the  Street  or  in  the  hedge-fund  busi- 
ness, according  to  the  IAG  study.  But 
managers  note  that  a  small  but  growing 
number  of  funds  are  being  run  by  peo- 
ple with  little  or  no  investment  experi- 
ence— management  consultants,  for  ex- 
ample. "I've  heard  about  neophytes 
getting  into  the  business,  and  it's  dis- 
turbing, not  a  good  omen  for  the  busi- 
ness," says  Jacobs,  the  Financial  Inves- 
tors Fund  manager  whose  Hedge  Fund 
Services  consulting  firm  operates  indus- 
try seminars. 

At  least  as  troublesome,  from  the  in- 
vestor's perspective,  is  the  "lottery  win- 
ner syndrome"— people  who  come  into  a 
million  bucks  and  invest  it  all  in  one 
hedge  fund.  That  is  a  very  bad  move, 
observes  E.  Lee  Hennessee,  head  of  Re- 
public New  York  Securities  Corp.'s 
Hedge  Fund  Select  Group,  which  puts 
together  portfolios  of  hedge  funds  for 


wealthy  clients.  Hennessee  notes  that 
smart  investors  spread  their  wealth 
around  several  hedge  funds  and  only 
put  a  portion  of  their  liquid  assets  into 
hedge  funds.  Some  otherwise  sophisticat- 
ed investors,  she  notes,  were  lured  into 
the  macro  funds  by  stellar  performances 
in  1992  and  1993  and  were  plastered. 

Regulation  is  hardly  the  answer  to 
unwise  hedge-fund  investments— and  it's 


hard  to  feel  much  sympathy  for  a  multi- 
millionaire who  puts  all  his  money  into  a 
macro  fund.  But  what  if  the  critics  are 
right,  and  hedge  funds  have  been  ex- 
cessively upsetting  the  markets?  Well, 
Steinhardt,  for  one,  thinks  that  "thought- 
ful" regulation  is  not  such  a  bad  idea, 
and  Soros  told  Gonzalez'  committee  that 
he  doesn't  object  to  regulatory  super- 
vision of  the  funds  or  even  regulation,  "if 
necessary." 

gentle  cops.  Well,  it  so  happens  that 
the  bad  boys  of  the  hedge-fund  busi- 
ness, the  macros,  are  in  fact  regulated 
by  the  U.  S.  government.  Since  they  are 
profligate  users  of  futures  contracts, 
which  are  commodities  in  the  eyes  of 
the  law,  they  are  classed  as  commodity 
pools  or  commodity-trading  advisers  and 
thus  come  under  the  aegis  of  the  Com- 
modity Futures  Trading  Commission  and 
the  National  Futures  Assn.  Most  apply 
for,  and  get,  a  waiver  from  the  CFTC 
that  allows  them  to  make 
only  limited  reports  to  the 
agency,  and  the  CFTC  is  a 
largely  hands-off  regulator. 
Gerstenhaber,  for  one,  is 
hard-pressed  to  cite  an  ex- 
ample of  how  CFTC  regula- 
tion affects  his  business. 

But  then  again,  regu- 
lation should  not  affect 
his  business— the  33-year-old 
Gerstenhaber  is,  after  all, 
the  overlord  of  a  hedge 
fund.  And  it  is  the  last  bas- 
tion of  pure  freedom  left  in 
finance.  To  Gerstenhaber,  it 
is  his  vehicle  for  navigating 
the  seven  seas  of  the  world 
markets:  "My  approach  to 
the  markets  is  to  think 
about  what's  going  on  in  the 
fk  world— economically  and  po- 
litically—and to  structure 
my  positions  accordingly, 
through  cash  instruments 
and  currencies."  But  the 

II  rest  of  the  world,  he  ad- 
mits, doesn't  see  it  that 
way— not  when  he  was  mak- 
}  ing  money  last  year,  or  los- 
ing money  this  year.  "We're 
bad  people,"  he  says  wryly, 
his  eyes  glancing  out  his  of- 
fice window  toward  New 
York  Harbor.  "We  blew  up 
the  global  bond  markets." 
Like  the  rest  of  the  hedge-fund  busi- 
ness, Gerstenhaber  has  been  tried  in 
the  court  of  public  opinion  and  found 
guilty.  His  life  sentence  will  be  self-im- 
posed—to get  filthy,  stinking  rich.  And  if 
the  rest  of  us  are  smart,  we'll  watch 
how  he  does  it.  Carefully. 

By  Gary  Weiss  in  New  York,  with  Jo- 
seph Weber  in  Philadelphia  and  bureau 
reports 
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INVESTIGATIONS  I 


BY  MERRILL 


Did  a  real  estate  limited  partnership  mislead  investors: 


Hey.  Wanna  buy  a  stake  in  a  high-risk 
real  estate  limited  partnership?  Half  your 
money  will  go  into  raw  land  in  Orange 
County,  Calif.,  and  a  fifth  into  a  troubled 
Florida  residential  dcn/lopment.  We're 
projecting  a  13%  annual  payout  for  three 
years,  but  much  of  that  will  be  a  return  of 
your  original  money  to  you.  And  by  the 
way,  17%  of  your  dough  will  disappear 
right  away  in  fees  and  commissions. 

Of  course,  that  wasn't  the  pitch 
made  by  Merrill  Lynch  &  Co. 
brokers  when  they  were  selling 
Arvida/JMB  Partners  LP  II  in  late  1989. 
But  it  was  far  closer  to  reality  than  the 
rosy  spiel  used  by  Merrill  to  persuade 
15,700  of  its  retail  clients  to  invest  in  the 
partnership.  Put  bluntly,  Arvida  II  has 
been  one  of  the  poorest-performing  LP 
investments  ever  sold.  Hammered  by 
the  real  estate  slump,  it  stopped  sending 
checks  within  months  of  being  formed. 
And  its  investors,  many  of  them  retir- 
ees, have  since  been  told 
they're  unlikely  to  see  an- 
other penny  of  their  $234 
million. 

A  two-month  investigation 
by  business  week  found  that  a 
substantial  number  of  Merri 
brokers  who  sold  Arvida  II  anc 
Arvifla  I,  an  earlier  deal,  sold 
the  partnerships  to  many  clients, 
including   retirees   of  modest 
means,  for  whom  risky  invest- 
ments were  inappropriate.  Mate- 
rials and  oral  presentations  giv- 
en to  brokers  played  down  the 
partnerships'  risk,  exaggerated 
prior  investment  performance, 
and  fudged  key  facts.  All  told, 
Arvida  investors  have  lost  close 
$440  million. 

HEFTY  FEES.  Although  it  has  received  lit- 
tle publicity,  the  Arvida  II  disaster  has 
turned  into  a  huge  legal  headache  for 
Merrill,  the  fund's  sole  underwriter  and 
broker.  In  recent  months,  hundreds  of 
angry  investors  have  filed  arbitration 
claims  and  other  actions  against  the  com- 
pany. Most  contend  that  such  speculative 


partnerships  were  unsuitable  for  them 
and  that  the  risks  were  concealed.  "The 
broker  said  it  was  a  good,  safe  invest- 
ment and  I  would  get  13%,"  recalls  Mary 
O'Donnell  DeSimone,  a  76-year-old  re- 
tired nurse  in  Tamarac,  Fla.  Although 
hardly  poor,  DeSimone  was  a  conserva- 
tive investor  with  less  than  $100,000  in 
Merrill  investments,  mostly  municipal 
bonds.  Her  broker  sold  some  munis  so 
she  could  buy  $12,000  worth  of  Arvida 
II.  A  Merrill  spokesman  says  DeSimone 
lost  an  arbitration  dispute  with  Merrill 
over  her  IRA  account  and  "had  a  motive 
to  badmouth  Merrill  Lynch." 

Merrill  also  faces  scores  of  other  part- 
nership arbitration  cases,  including  many 
focusing  on  Arvida  I.  The  $400  million 
partnership,  sold  in  1987,  is  troubled, 
but  not  as  disastrously  as  Arvida  II.  Both 
were  created  by  jmb  Realty  Corp.  and 
Florida  land  developer  Ar- 
vida. Merrill 


to  prove.  The  case  didn't  deal  with 

much  broader  issue  of  Merrill's  sa 

practices,  which  investors  who  reject 

the  class  action  settlement  are  now  n 

ing  in  arbitration  claims.  Says  Saman 

B.  Rabin,  managing  editor  of  Securit 

Arbitration  Commentator,  an  indus 

newsletter:  "Merrill's  getting  off 

hook  cheaply,  and  a  lot  of  people  w 

good  claims  will  be  forever  stayed  fr 

pursuing  their  claims." 

Yet  Merrill's  legal  woes  range  beyc 

court  action.  BUSINESS  WEEK  has  lean 

that  state  securities  regulators  are  m€ 

ing  on  Apr.  16  in  Washington  and 

likely  decide  to  set  up  a  nationwide  ti 

force  to  probe  Merrill's  limited  partn 

ship  marketing  practices.  Several  stat 

including  New  Mexico  and  Florida, 

conducting  preliminary  inquiries. 

REVELATIONS.  So  far,  no  one  is  acc 

ing  Merrill  of  the  allegedly  syster  I 

sales  abuses  that  plagued  Prudential  ' 

curities  Inc.,  which  had  to  set  up  a  $ 

million  fund  to  settle  claims  with  LP 

vestors.  Unlike  Prudential,  Merrill  k( 

a  relatively  tight  control  on  its  limit 

partnership  activities.  Nor  does  Mer 

appear  to  have  followed  some  of  Prtfefl 

most  unsavory  practices,  such  as 

legedly  making  false  guarantees  or  t<  p 

ing  customers  that  limited  partnership 

were  as  safe  as  certificates  of  deposil  «\ 
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This  document,  distributed  by  one  Merrill  office  to  brokers,  down- 
played the  risks  of  investing  in  the  Arvida  I  partnership.  Arvida  was 
developing  planned  communities,  which  real-estate  experts  say 
entail  a  high  risk. 


to 


won  the  first  round  of  legal  skirmishing: 
In  early  April,  a  federal  judge  in  Chica- 
go approved  a  settlement  of  an  Arvida 
II  class  action.  Merrill  and  JMB  settled 
for  $6  million,  or  less  than  two  cents 
on  the  dollar,  with  holders  of  72%  of 
Arvida  II  units. 

The  class  action,  though,  focused  nar- 
rowly on  whether  the  Arvida  II  prospec- 
tus was  inaccurate,  which  it  was  unable 
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till,  revelations  of  any  wrongdoing 
could  tarnish  a  firm  that  has  care- 
i  cultivated  a  reputation  for  probity, 
rill  has  always  claimed  to  hold  it- 
to  a  higher  ethical  standard  than 
t  rivals.  While  Pru  has  always  been 
ved  as  a  scrappy  second-tier  firm, 
•rill's  13,000-strong  broker  network 
:es  it  the  flag  bearer  for  Wall  Street 
vlain  Street. 

[en-ill  strongly  defends  its  limited 
^nership  sales  practices  and  track 
>rd.  John  L.  Steffens,  the  executive 
-president  in  charge  of  Merrill's  re- 
brokerage  network,  declined 
INKSS  WEEK'S  request  for  comment, 
lens  hasn't  been  directly  linked  to 
ida's  problems.  Richard  Ruffine,  head 
marketing  for  Merrill's  special-invest- 
its  unit,  says  the  firm's  performance 
the  63  limited  partnerships  it  sold 
veen  1983  and  1993  was  good.  He 
i  investors  lost  money  on  only  23. 
E  of  the  losses  came  from  three  part- 
ships,  including  the  two  Arvida  deals, 
'.uffine  concedes  that  a  "few  hundred" 
ida  II  investors  "may  have  a 


PALTRY  PERFORMANCE 


Arvida  I      Arvida  II 

19871993  1989111,1993 


ORIGINAL  PRICE  PER  UNIT    $1,000  $1,000 


MERRILL'S  FEE  AND  COSTS       $88  $105 


JMB'S  FEE  $50  $64 


PAYOUTS  TO  INVESTORS*        $326  $39 


CURRENT  VALUE  (  1993-IV)     $125  $6 


DECLINE  IN  VALUE  $549  $955 


'Arvida  I  slopped  distributions  in  late  1 990  and  resumed  in 
first-quarter  1994.  Arvida  II  stopped  distributions  in  latel  990 
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significant  beef."  But  he  insists  that  only 
a  small  number  of  brokers  sold  partner- 
ships to  unsuitable  investors.  Ruffine 
attributes  the  Arvida  partnerships'  poor 
performance  to  the  unpredictable  sever- 
ity of  the  real  estate  crash.  He  also  says 
that  Merrill  brokers  were  fully  informed 
about  the  risks  involved  in  Arvida  and 
other  partnerships  and  the  vast  majori- 
ty of  brokers  told 
clients  about  the 
risks.    And  even 
though    a  judge 
ruled  in  Merrill's 
favor    in  April, 
Merrill  will  make 
a  fair  settlement 
with  any  clients 
that  have  legiti- 


r,  from  a  Merrill  financial  consultant  to  prospective  investors 
3 II,  failed  to  mention  that  a  large  portion  of  the  "return"  from 
was  actually  a  return  of  investors'  capital,  not  on  capital 


^^^^s^^^^  * DIor 

t!"  icvelo; 


This  marketing  document  for  Merrill  brokers  failed  to  mention  that 
eight  of  the  top  nine  Arvida  staff  had  recently  resigned. 


mate  grievances.  Says  Ruffine:  "We 
don't  see  any  correlation  between  Merrill 
and  Prudential.  This  is  not  a  system 
that  broke  down." 

Nevertheless,  the  BUSINESS  WEEK  in- 
vestigation, which  involved  interviews 
with  more  than  125  people,  including 
many  Merrill  customers  and  over  a  doz- 
en current  and  former  Merrill  branch 
managers  and  brokers,  found  that  the 
problems  were  more  widespread  than 
Merrill  admits.  Among  the  findings: 
■  Possible  misrepresentation  of  facts. 

Merrill  may  have  failed  to  convey  ad- 
equately the  risks  of  the  two  Arvida 
deals  to  its  brokers  and  clients.  Arvida 
II  "was  largely  a  land  transaction,  and 
land  is  the  highest  risk  in  real  estate," 
says  John  E.  Neal,  who  heads  Kemper 
Corp.'s  real  estate  department.  In  1990, 
he  was  head  of  Continental  Bank  Corp.'s 
real  estate  lending  group  when  the  bank 
made  a  big  loan  to  help  Arvida  II  devel- 
op land  into  residential  communities. 

But  those  risks  were  glossed  over  in 
internal  Merrill  presentations,  according 
to  Merrill  brokers  that  BUSINESS  WEEK 
contacted.  The  24-page  Arvida  I  bro- 
chure, for  example,  devotes  only  one 
boilerplate  paragraph  to  risks.  One  in- 
ternal Merrill  promotional  document  says 
Arvida  I  entailed  only  "moderate  risk." 
Ex-brokers  recall  that  risks  were  never 
mentioned  in  oral  presentations  for  the 
funds.  Instead,  Merrill  brokers  were  re- 
galed with  statistics  about  the  unsullied 
track  record  of  JMB,  the  Arvida  part- 
nerships' sponsor,  which  had  sold  many 
successful  limited  partnerships  through 
Merrill. 

Many  brokers  didn't  understand  or 
explain  to  clients  that  jmb's  past  suc- 
cesses in  more  dependable,  income-pro- 
ducing commercial  real  estate  deals  were 
very  different  from  Arvida's  riskier,  res- 
idential land  development  projects.  In 
fact,  Arvida  was  JMB's  first  residential 
foray.  Says  Ruffine:  "JMB 
had  delivered  in  the  past, 
and  there  was  no  reason 
to  believe  they  wouldn't 
deliver  in  the  future.  I 
can  understand  how  a 
few  brokers  might  ig- 
nore   the    risks  and 
dwell    more   on  the 
proven  record  [of  .JMB]." 
The  internal  presenta- 
tions also  focused  on  expected 
cash  flows:  15%  to  20%  annually 
for  Arvida  I  in  its  first 
five  or  six  years  and  13% 
for  Arvida  IPs  first  three 
years.  Arvida  I  "sounded 
terrific"  when  it  was  un- 
veiled at  a  meeting  in  Boca  Raton,  Fla., 
in  1987,  recalls  James  R.  Ottesen,  a  for- 
mer Vero  Beach  (Fla.)  Merrill  broker. 
"There  was  a  boom  in  housing,  and  they 
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painted  it  as  though  the  boom  could  go 
on  for  a  long,  long  time."  Ottesen  main- 
tains that  he  wasn't  fooled:  He  read  the 
prospectus,  decided  it  was  chancy,  and 
sold  very  few  units.  Merrill  says  it  suc- 
cessfully sued  Ottesen  after  he  voluntar- 
ily left  Merrill  to  prevent  him  from  solic- 
iting his  Merrill  clients. 

Some  Merrill  brokers  weren't  so  dili- 
gent—or so  smart.  A  former  Georgia 
broker,  who  sold  Arvida  II  units  to  sev- 
eral risk-averse  clients,  swears  that  his 


worth,  or  a  $75,000  net  worth.  "I  was 
told  there  isn't  a  client  on  your  books 
this  isn't  suitable  for,"  recalls  one  ex- 
Merrill  broker  in  Georgia  about  Arvida 
II.  "This  was  supposed  to  be  a  conserva- 
tive investment." 

Another  ex-Merrill  broker,  David  G. 
Deacon,  says  his  office  in  Defray  Beach, 
Fla.,  did  a  brisk  business  in  both  Arvida 
funds,  even  though  95%  of  its  clients 
were  retirees.  Most  were  seeking  in- 
come and  security  of  principal.  Deacon 


RETIRED  NURSE 
DESIMONE: 
"THE  BROKER 


office  manager  told  him  Arvida  II  "was 
like  a  municipal  bond  with  an  upside 
kicker."  Merrill  says  the  description 
would  have  been  inappropriate,  but  two 
other  former  brokers  from  the  same 
branch  confirm  the  account.  "If  that's 
true,  it's  pretty  alarming,"  says  one  state 
securities  regulator.  "It's  almost  a 
replay  of  Pru.  Per  se,  most  limited  part- 
nerships were  risky,  speculative 
investments." 
■  Potential  unsuitability. 

Merrill  appears  to  have  made  little 
attempt  to  restrict  sales  to  risk-toler- 
ant clients.  Current  and  former  Merrill 
brokers  say  a  large  portion  of  buyers, 
many  of  them  Florida  residents,  were 
retirees  looking  for  income.  Merrill  in- 
structed brokers  they  could  sell  the  two 
Arvida  funds  to  any  prospect  with 
$30,000  in  income  and  a  $30,000  net 


says  he  sold  $270,000  worth 
of  Arvida  I  and  $500,000  of 
Arvida  II.  "We  were  sell- 
ing Arvida  II  to  people  like 
a  bond,"  he  recalls.  "I  feel  I 
wasn't  adequately  told  the 
risks,  and  I  didn't  adequate- 
ly convey  the  risks  to  my  clients." 

One  of  Deacon's  clients  was  Dorothea 
Heyl,  an  89-year-old  widow  who  says 
she  lives  off  the  income  from  her  modest 
portfolio.  Heyl,  who  was  85  when  she 
bought  $15,000  worth  of  Arvida  II,  says: 
"I  was  told  it  was  an  excellent  invest- 
ment, that  I  would  have  good  income 
from  it." 

Merrill  says  it  fired  Deacon  for  op- 
erating a  customer's  account  under  an 
assumed  name.  Deacon  says  the  custom- 
er was  entitled  to  use  that  name.  Merrill 
also  says  it  settled  a  complaint  against 


SAID  IT  WAS  A 
GOOD,  SAFE 
INVESTMENT" 


Deacon  for  selling  a  client  an  unsuitab 
limited  partnership.  Merrill  says  the  va  H 
majority  of  Arvida  purchasers  were  su  ft] 
able  for  the  funds.  It  says  the  fun< 
were  moderate-risk  investments,  aim< 
at  clients  with  a  desire  for  current  cas  3 
flow  but  who  didn't  need  to  consen 
principal  because  the  funds  were  se'  I 
liquidating. 

■  Allegedly  misleading  return  forecast 

Current  and  former  Merrill  broke  to 
say  it  was  never  made  clear  to  the!  ' 
that  the  handsome  cash-flow  forecas 
for  both  Arvida  funds  would,  in  the  ea  i' 
ly  years,  be  largely  a  return  of  capita 
not  on  capital.  Indeed,  the  internal  ma 
keting  brochure  for  Arvida  II  highligh  I 
the  13%  payout  from  Arvida  I  in  1988  s  ie: 
a  key  selling  point  but  fails  to  in  tor 
brokers  how  that  was  achieved. 

Some  brokers  seem  to  have  been  co 
fused  about  the  issue,  business  wee  it! 
has  seen  copies  of  two  form  letters  t 
clients,  mailed  by  Merrill  branches  :  <v 
Florida,  that  use  the  word  "return"  lien 
stead  of  "cash-flow"  in  marketing  pitche  nei 
In  a  Nov.  9,  1989.  letter  for  Arvida 
from  a  Merrill  branch  in  Tampa,  broke 
Maureen  S.  Ayral  wrote  to  one  of  h(  ll 
clients  who  owned  Arvida  I:  "As  yc 
know,  since  our  purchase,  these  unit 
(Arvida  I)  have  generated  greater  tha 

the  12%  return  projected  "  She  madr. 

no  reference  to  the  fact  that  a  majci 
portion  of  that  included  payback  of  orij  - 
inal  capital.  Merrill  says  its  internal  do  k 
uments  and  presentations  clearly  e)  SICA 
plained  the  Arvida  payments,  and  saj 
Ayral's  client  hasn't  complained. 

The  current  acrimony  is  a  far  cr^ 
from  the  successful  start  ( I : 
Arvida,  which  stands  fci 
ARthur  VIning  DAvis,  thee 
legendary  former  chairma* 
of  Alcoa,  who  bought  hug  tin 
tracts  of  Florida  land  in  th 
1940s  and  1950s.  In  1962,  a!s 
ter   Penn   Central  Cor] 
bought  it,  Arvida  grew  int  m 
a  pioneering  builder  of  la\ldi:. 
ishly  landscaped,  planne- 
residential    communities  ~-t 
Chicago-based  JMB,  one  (r 
the  largest  real  estate  syndicatoriio 
bought  Arvida  for  over  $400  million  i 
1986. 

At  the  time,  many  Arvida  executive  • 
wondered  if  JMB  had  paid  too  mucl 
since  previous  owners  had  sold  off  som 
prime  properties.  "This  cow  had  bee 
milked  pretty  good,"  says  a  former  higl 
level  Arvida  executive.  "The  [Arvida  1 
deal  was  underwater  to  start  with,"  say 
former  Arvida  President  John  W.  Ten 
pie.  "The  best  management  in  the  worl 
can't  make  money  out  of  overpriced  ret 
estate." 
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MB  and  Merrill,  though, 
•e  able  to  skim  off  some 
he  remaining  cream.  Up- 
lt  fees  and  commissions 
Merrill  and  JMB  ate  up 

>  of  investors'  funds  in 
•ida  I  and  17%  of  Arvida 
1MB  got  $20  million  from 
/ida  I  and  $15  million 
n  Arvida  II.  Although 
ical  of  other  partnerships, 
payments  made  it  harder 
ittain  the  Arvida  funds' 
y  projections.  . 
irvida's  top  management 
n't  stick  around  to  see 

I  i  the  deals  worked  out. 
I  the  months  before  JMB 
I  Arvida  I  to  Merrill  cus- 
:ers,  eight  of  the  nine  top 
cutives  left,  including  its 
rman  and  president  Tem- 
most  voluntarily.  Yet 
rill's  sales  material  didn't 
ition  the  management 
nges.  Under  the  heading 
ierior  Professional  Man- 
ment,  one  circular  to  bro- 

>  read:  "...  retaining  Arvida's  experi- 
ed  personnel  is  a  great  advantage 
the  partnership."  Not  a  single  broker 

1  INESS  WEEK  contacted  recalls  know- 
ij  about  the  management  changes.  The 
ida  I  prospectus  only  said  the  chair- 
l  and  president  were  new.  Merrill's 
fine  says:  "If  seven  or  eight  of  the 
executives  left  before  the  deal,  we 
bably  should  have  said  that." 
5ICAL  CHAIRS.  JMB  argues  that  Arvi- 
i  management  was  strong.  JMB  pro- 
,ed  a  high-level  Arvida  executive, 
;er  E.  Hall,  who  became  chairman, 
rehired  Ernest  M.  Miller  Jr.,  a  for- 
•  senior  executive,  as  chief  financial 
zev.  Says  Gary  Nickele,  jmb's  gener- 
Dunsel:  "What's  material  [in  the  pros- 
es] is  who  the  management  was  go- 
to be,  not  who  left." 
Experienced  management  was  espe- 
ly  important  for  Arvida.  Planned 
tmunities  of  the  sort  Arvida  was 
ding  need  big  up-front  infrastructure 
^stments  and  depend  on  a  steady 
am  of  homebuyers.  If  the  real  es- 
s  cycle  turns  down  before  many  lots 
louses  have  been  sold,  the  developer 
incur  big  losses.  "Planned  commu- 
3S  tend  to  be  among  the  riskiest  of 
estate  investments,"  explains  Law- 
:e  Bacow,  professor  at  Massachusetts 
itute  of  Technology's  Center  for  Real 
ate.  JMB  and  Arvida  executives  say 
partnerships  hedged  their  risks  by 
uding  multiple  properties  in  differ- 
stages  of  development,  including 
•e  mature  properties  designed  to 
t  >w  off  cash. 

'or  a  while,  investors  in  Arvida  I 
t  lght  they  had  latched  on  to  a  winner. 


a 
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Sales  at  the  Arvida  properties  were 
strong.  In  early  1989,  says  Ira  J.  Schul- 
man,  the  JMB  executive  in  charge  of  Ar- 
vida deals,  Merrill  approached  .JMB  about 
a  second  Arvida  partnership  that  would 
include  2,300  acres  of  undeveloped  land 
in  and  near  San  Clemente,  Calif.,  known 
as  Talega  Valley.  For  balance,  JMB  and 
Merrill  decided  to  include  eight  smaller 
properties,  including  some  that  were 
partly  developed. 

Still,  Arvida  II  plunked  47%  of  its  as- 
sets in  Talega  Valley,  compared  with  no 
more  than  17%  in  a  single  property  in 
Arvida  I.  Shortly  thereafter,  the  bot- 
tom fell  out  of  the  real  estate  market. 
"The  length  and  depth  of  the  depres- 
sion far  exceeded  what  anybody  expect- 
ed," says  Miller,  now  Arvida's  CEO. 

Sales  screeched  to  a  halt  in  both  Arvi- 
da partnerships.  Arvida  I's  revenues 
dropped  from  $307  million  in  1989,  to 
$151  million  in  1991.  It  posted  a  $30.7 
million  loss  in  1991,  followed  by  a  $44 
million  loss  the  following  year.  JMB  exec- 
utives halted  the  quarterly  distributions 
in  late  1990. 

That  was  rosy  compared  with  the 
debacle  at  Arvida  II,  which  lost  $215 
million  from  1990  to  1992,  and  sent  out 
just  one  check  to  investors.  The  prob- 


"Everybody  knows  it's 
a  bad  situation,  but  we've 
got  our  heads  in  the  sand, 
hoping  it'll  go  away" 


lem:  Talega.  Before  Arvida 
and  JMB  executives  stopped 
the  project  in  early  1992, 
they  had  poured  in  $150 
million,  with  $70  million  of 
it  borrowed.  Not  a  single 
lot  has  been  sold. 

Arvida  I's  fortunes  re- 
bounded in  late 
1993,  thanks  to  a 
recovering  econ- 
omy and  heavy 
cost-cutting  at 
Arvida.  The  fund 
earned  $19.8  mil- 
lion (before 
an  extraordinary 
gain)    on  sales 
that    were  up 
42%,  to  $247  mil- 
lion.    It  even 
eked  out  a  small  distribu- 
tion of  $6.35  per  $1,000  unit.  ■ 
Miller  says  that  this  year  is 
looking  bright. 

But  Arvida  II  seems 
headed  into  a  death  spiral. 
It  is  dependent  on  its  bank- 
ers to  stay  out  of  bankruptcy  and  lacks 
the  cash  to  meet  a  June  Talega-related 
bond  payment.  JMB  and  Arvida  execu- 
tives seem  resigned  to  its  demise. 

Merrill,  for  its  part,  is  litigating  near- 
ly every  Arvida  complaint,  even  drag- 
ging most  Arvida  I  arbitration  cases 
into  New  York  courts  in  hopes  of  using 
the  six-year  time  limit  on  these  cases 
to  quash  them.  Merrill  has  prevailed  in 
some  New  York  cases  but  judges  have 
ordered  that  others  should  be  arbitrated. 
Merrill  brokers  say  that  they  have  re- 
ceived a  memo  telling  them  not  to  dis- 
cuss the  matter  with  outsiders.  "We 
can't  even  get  any  information  to  tell 
our  clients,"  says  one  broker  in  the 
Southeast.  "Everybody  knows  it's  a  bad 
situation,  but  we've  got  our  heads  in 
the  sand,  hoping  it'll  go  away." 

Merrill's  42,000  clients  who  bought 
into  the  Arvida  deals,  though,  are  not 
likely  to  forget  the  experience.  Several 
brokers  recall  a  tumultuous  conference 
call  in  late  1990,  during  which  jmb 
executives  told  Merrill  brokers  that 
Arvida  I  and  II  distributions  were  be- 
ing suspended.  When  opened  for 
brokers'  questions,  "the  phone  lines 
were  jammed,  especially  from  Florida," 
recalls  one  ex-broker.  "You  could  hear 
the  venom  being  spit  into  the  phone 
line."  One  ex-broker  says  the  common 
refrain  went  like  this:  "This  was 
marketed  and  represented  to  fixed- 
income  accounts.  What  am  I  going 
to  tell  my  folks  that  need  that 
income?" 

It's  a  question  many  Merrill  brokers 
are  facing  these  days. 

By  Mark  Maremont  in  Boca  Raton 
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NEW  ALLIANCES 
MAY  HELP 

CAREMARK  RECOVER 


Mergers  are  all  the  rage  in 
health  care  these  days.  But 
not  for  Caremark  Internation- 
al. Rather  than  succumb  to  merger  of- 
fers, Caremark  pursued  its  own  grand 
design:  On  Apr.  13,  it  announced  it 
had  formed  strategic  alliances  with 
three  top  pharmaceutical  houses  to  cre- 
ate a  means  of  providing  cost-effective 
delivery  of  prescription  drugs.  The 
market  didn't  like  it:  The  stock  slipped 
to  17%,  down  from  22  in  March,  when 
rumors  of  a  change  began. 

Caremark  didn't  identify  the  drug- 
makers  in  its  announcement.  But  one 
New  York  investment  manager  says 
they  are  powerhouses— Bristol-Myers 
Squibb,  Pfizer,  and  Rhone-Poulenc  Ror- 
er.  This  alliance  will  give  Caremark 
an  edge  in  its  own  businesses,  he  be- 
lieves. The  nation's  most  diversified 
provider  of  health-care  products  and 
services  to  outpatients,  Caremark  is 
negotiating  with  additional  drugmak- 
ers  for  similar  pacts.  It  also  operates  a 
lucrative  mail-order  prescription-drug 
business. 

The  alliances  are  a  response  to 
Merck's  acquisition  last  year  of  Medco 
Containment  Services,  the  nation's 
largest  mail-order  marketer  of  discount 
prescription  drugs.  Since  that  take- 
over, other  drugmakers  have  recog- 
nized that  they,  too,  will  have  to  move 
in  that  direction— hence  their  unusual 
agreement  to  team  up  with  Caremark. 
"ON  THE  BANDWAGON."  Caremark  and 
its  partners  will  develop  comprehen- 
sive pharmaceutical  and  medical  data 
to  improve  patient  care  and  guidelines 
for  doctors.  Caremark  will  share  cer- 
tain information  on  drug  utilization 
from  its  extensive  database,  covering 
more  than  28  million  people. 

One  big  investor  says  Caremark 
Chairman  and  CEO  C.  A.  Lance  Piccolo, 
who  conceived  the  idea,  sees  the  alli- 
ances as  the  best  route  to  achieving 
Caremark's  growth  goals  and  helping 
the  companies  "jump  on  the  bandwa- 
gon of  cost-effective  delivery  [of 
drugs],"  which  would  benefit  patients, 
doctors,  and  insurance  companies. 

A  Boston  fund  manager  sees  1994 
earnings  of  $1.30  a  share,  vs.  1993's 
$1.07.  The  real  impact  of  the  alliances 
will  show  up  next  year,  he  says,  when 


THE  DRUG  DISTRIBUTOR 
THAT  CAUGHT  A  COLD 
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he  sees  Caremark  making  $1.50.  The 
alliances  are  an  important  answer,  says 
this  investor,  to  the  whole  question  of 
keeping  down  America's  galloping 
health-care  costs. 


REAPING  A  REAL 
PEACE  DIVIDEND 


Titan  is  small  fry  on  the  Big 
Board,  with  a  market  capitaliza- 
tion of  only  $80  million.  But  reve- 
nues are  on  the  rise,  and  earnings  are 
projected  to  wing  up,  too.  And  low- 
priced  as  it  is,  the  stock  of  this  maker 
of  advanced  information  and  communi- 
cations products  has  been  a  giant  win- 
ner: It  zoomed  from  3  in  January  to  8 
in  mid-March  before  edging  down  to  &A 
on  Apr.  13.  Who  is  this  Titan? 

For  years,  Titan  Corp.  was  almost 
entirely  a  defense  contractor:  In  1991, 
Uncle  Sam  accounted  for  91%  of  its 
sales.  The  company  provided  military 
electronics  and  satellite-communications 
systems.  It  saw  the  handwriting  on 
the  wall,  however,  and  cut  back  its 
government  business— now  70%. 

Titan  is  turning  to  commercial  appli- 
cations of  its  information  systems.  In 
February,  it  won  a  contract  from  Bo- 
livia's NewTel  to  provide  an  interna- 
tional telecommunications  gateway  in 
La  Paz,  using  Titan's  technology  for 
voice  and  data  compression.  Titan 
President  and  CEO  Gene  Ray  figures 
the  project  will  produce  revenues  of 
$11  million  over  the  next  two  years. 
Adam  Hutt,  head  of  research  at  the 
New  York  securities  firm  I.  A.  Rabi- 
nowitz,  is  betting  that  Titan  will  spin 
off  some  assets,  such  as  the  unit  that 


developed  a  sterilization  system  fc 
medical  equipment.  That  technolog 
uses  electron  particle-beams,  tht 
avoiding  radioactivity,  which  cobal 
based  systems  tend  to  create,  he  say 
Hutt  figures  Titan  will  earn  38$ 
share  in  1994  on  sales  of  $158  millioi 
up  from  earnings  of  7<f  in  1993  on  sale 
of  $143  million.  He  sees  Titan  nettin 
50<T  next  year  and  $1  in  1996.  H 
thinks  Titan's  stock  could  double  th 
year. 


WILL  LONE  STAR'S 
NUMBER  COME  UP? 


■  f  any  industry  needs  Lady  Luc 
I  these  days,  it's  gambling.  Casin 
H  stocks  have  been  down  and  oul 
mainly  because  of  the  Clinton  Admir 
istration's  threat  to  slap  a  4%  tax  o: 
gaming  revenues.  Also,  Missouri  votei 
against  a  constitutional  amendmen 
that  would  have  allowed  slot  machine 
on  riverboats. 

So  only  aggressive  bargain-hunter 
have  dared  wager  on  casinos— snap 
ping  up  shares  mainly  of  small  opera 
tors  that  had  been  beaten  down  badlj 
One  such  is  Lone  Star  Casino,  whos 
stock,  shunned  by  industry  analyst 
because  of  its  size,  has  dived  to  S7A 
after  hitting  6!4  in  November.  Bu 
Primadonna  Resorts,  which  owns 
profitable  casino-hotel  40  miles  south  o 
Las  Vegas  on  the  California  state  line 
has  agreed  to  help  develop  Lone  Star'; 
site  on  the  Bay  of  St.  Louis  in  Missis 
sippi,  less  than  an  hour  from  New  Or 
leans.  Primadonna  will  arrange  deb 
financing  of  $95  million.  The  agree 
ment  calls  for  Primadonna  to  plunl 
down  $30  million  for  a  50%  stake  ii 
the  project,  which  will  include  a  60,000 
square-foot  casino,  an  18-hole  gol 
course,  and  a  500-room  hotel. 

The  project  is  similar  to  Primadon 
na's  Nevada  location,  which  catchei 
California  motorists  on  their  way  t< 
Las  Vegas.  "About  18  million  cars 
more  than  twice  the  traffic  on  the  Ne 
vada-California  border  highway,  pas: 
the  site  of  the  proposed  facility  annual 
ly,"  says  analyst  Jason  Ader  of  Smitl 
Barney  Shearson. 

Ader  says  Lone  Star  could  hit  it  big 
once  Texas  and  Tennessee  flash  th< 
green  light  for  gambling.  Analysts  be 
lieve  those  states  may  approve  gaming 
in  1995.  One  analyst  reckons  that  Lont 
Star  will  be  making  money  by  yearend 
He  sees  earnings  of  95$  in  the  year 
ending  June  30,  1995,  on  revenues  ol 
$60  million. 


l 
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The 
Chrysler  LHS 
also  performs  very  well 
in  adverse  economic 
conditions* 


The  LHS  Lease- $329  a  month.* 

Endowed  with  a  wide  stance,  low-speed  traction  control  and  four-wheel  antilock  braking, 
there's  no  question  the  Chrysler  LHS  will  perform  well  in  adverse  weather  conditions.  It  blends 
the  performance  engineering  of  a  European  road  car  with  the  style,  comfort  and  safety  you  expect 
from  a  Chrysler  luxury  sedan.  What  may  surprise  you  though,  is  how  well  the  LHS  performs  in 
uncertain  economic  conditions.  Through  our  lease  program  you  can  drive  a  new  LHS  for  just 
$329*  each  month.  Top  financial  performance  indeed.  See  your  Chrysler-Plymouth  dealer 
today,  before  conditions  change.  Call  1-800-4  A-CHRYSLER  for  more  information! 


•For  qualified  lessees  through  Gold  Key  Lease  Inc.  24  months.  Based  on  MSRP  example  with  26J  package  of  $30,876  minus  $2,485  dealer  £H|\YSLER 
participation.  Title,  tax,  license  and  insufance  extra.  Up  front:  $ 3,700  down,  first  month's  payment,  $375  refundable  security  deposit.  Total  of 
payments:  $7,896  plus  lees  and  taxes.  Pay  for  excess  wear  and  tear:  15^/mile  over  24.000  miles  and  $275  disposition  fee.  (If  car  is  returned  at  end  of 
term.)  Offer  ends  May  31,  1994.  Dealer  prices  vary  Option  to  buy  at  lease  end  at  pre-set  price.  tYou  can  call  us  24  hours  a  day,  seven  days  a  week. 

See  Your  Chrysler-Plymouth  Dealer. 
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THE  BATTLE  OF  THE 
NETWORK  STARS  BOOTS  UP 


Lotus  has  the  lead  in  a  critical  new  form  of  computing,  groupware.  Enter  Microsoft 


When  Lotus  Development  Corp. 
CEO  Jim  P.  Manzi  threw  his 
company  behind  a  nebulous 
new  category  of  software  called  group- 
ware,  it  seemed  so  risky  that  he  had  to 
battle  his  own  executives  to  make  the 
investment.  Five  years  later,  sales  of 
Notes,  Lotus'  pioneering  groupware  prod- 
uct, are  approaching  $200  million  annual- 
ly. More  important,  it  has 
given  the  Cam- 
bridge (Mass.) 
software  maker  a 
big  lead  in  a  criti- 
cal new  form  of 
computing:  As  cor- 
porations move  to 
personal-computer 
networks,  group- 
ware  is  the  glue 
that  ties  organiza- 
tions together,  al- 
lowing workers  to 
share  information 
and  work  closely 
with  one  another— 
and  acting  as  the 
foundation  for  many 
new  applications. 

"The  most  impor- 
tant application  ol 
computer  technology 
in  the  '90s  will  be 
that  which  enables 
people  to  work  togeth- 
er better,"  declares  Clifford  J.  Conneigh- 
ton,  director  of  marketing  for  communi- 
cations products  at  Lotus.  And  industry 
kingpin  Microsoft  Corp.  couldn't  agree 
more.  On  Apr.  18,  Microsoft  Chairman 
William  H.  Gates  III  plans  to  show  off 
part  of  an  arsenal  of  products  aimed  at 
wresting  the  market  from  Lotus. 
GOOD  REVIEWS.  The  weapons:  Touch- 
down, Capone,  Goal  Line,  and  Worm- 
hole— an  odd  group  of  program  code 
names  that,  together,  are  expected  to 
upgrade  Microsoft's  electronic-mail  soft- 
ware to  full  groupware  status.  Micro- 
soft has  started  sending  test  copies  of 
the  "information  exchange"  lineup  to  cus- 
tomers, getting  enthusiastic  reviews.  "It 
will  give  Notes  serious  competition," 
says  Mark  Tebbe,  president  of  Lante 


Corp.,  a  systems  integrator  that  now 
installs  Notes. 

But  unseating  Notes  won't  be  easy. 
Lotus  has  snagged  an  impressive  list 
of  blue-chip  corporations  such  as  Bank  of 
America,  Price 
Water  house, 


has  also  recruited  3,000  resellers 
and  software  makers  to  create  Notes 
add-ons.  And  Microsoft  isn't  infallible: 
Windows  for  Workgroups— a  version  of 
Windows  with  groupware  features— got 
off  to  a  rocky  start  18  months  ago.  Fur- 
thermore, analysts  question  whether  Mi- 
crosoft's collection  of 
modules,  rather  than 
Lotus'  single  program, 
is  the  best  approach. 

Either  way,  the  mar- 
keting battle  over  work- 
group products  is  likely 
to  be  fierce.  "It's  what 
we're  betting  the  com- 
pany on,"  says  Lotus' 
Conneighton.  Such  net- 
working applications 
will  be  critical  for  com- 
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COLLABORATIVE 
COMPUTING  TAKES  OFF 


ESTIMATED 
WORLDWIDE 
GROUPWARE 
REVENUES 


'95  '96 


'92      '93  '94 
A  BILLIONS  OF  DOLLARS 

DATA:  WORKGROUP  TECHNOLOGIES  INC 


panies  that  want  to  compete  in  the 
software  big  leagues.  In  fact,  Novell  IJ 
says  the  prime  motivation  for  its  reed 
$1.4  billion  bid  for  WordPerfect  CoJ 
was  to  create  applications  marrying 
networking   offerings  w| 
WordPerfect's 
fice  programs.  ' 
formation  shari! 
will  become  an 
tegral  part  of 
morrow's  applid 
tions,"  says  Josej 
P.    Firmage,  vid 
president    of  tj 
Appware  Systei| 
Group  at  Novell. 

Microsoft's  entnl 
into  the  groupwa 
business  is  rekindlil 
an  old  rivalry.  Lotf 
was  the  early  lead 
in  PC  applications  so 
ware,  thanks  to  its 
oneering  1-2-3  spred 
sheet,  the  first  med 
seller  for  stand-alol 
PCs.    But  MicrosJ 
gradually  took  the 
with  programs  such 
Excel.     Manzi  si 
groupware  as  the  key  application  in  t  ) 
era  of  networked  PCs— and  one  th  * 
could  help  him  to  leapfrog  Microso 
Notes  finally  caught  on  last  year,  cc 
tributing  nearly  $100  million  of  the  co 
pany's  $981  million  in  total  revenue; 
and  Lotus  says  sales  should  double  tl 
year.  In  a  recent  survey  by  Internatk 
al  Data  Corp.,  only  two  of  68  corny, 
nies  polled  said  there  is  any  signific 
competition  for  Notes 
How  will  Micros 
catch  up?  Part  of 
plan   is  to  make  | 
switch    to  groupwa 
easier.  Because  Notes 
so  comprehensive,  i! 
stalling  it  requires  lc 
of  planning,  custom  pi 
gramming,  and  trainirj 
Microsoft's  approach 
lows  customers  to  bu 
up  using  modules  sui 
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e  Corporate  Line  of  /  j 
highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
Jo  feature  sophisticated  docu- 
ent  handling  and  finishing  capa- 
cities. Furthermore,  every 
machine  in  The  Corporate  Line, 
ncluding  the  IMP  9800,  NP  8530, 
nd  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information, 
l-800-OK-CANON. 


"Unequaled 


It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
Netherland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 
discerning  clientele. 

~  Of  fee  ~ 
SH€RRy~N€TH€RLAN  D 

781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
212-355-2800  •  Fax  212-319-4306 


National  Stuttering 
Awareness  Week 


LJL'w 


m 


MAY  9-15 

Chicago  Bulls'  legendary 
star  Bob  Love  joins  forces 
with  U.S.  Open  champion 
Ken  Venturi  to  educate  the 
public  about  stuttering  and 
its  prevention. 

For  mure  information, 
write  or  call: 

Stuttering 
Foundation 
of  America 

A  Nim-Pro/ii  t  hganization 
Since-  1947— 
Helping  Those  Who  Stuuer 

P.O.  Box  1 1749  •  Memphis,™  Wlll-0749 

1-800-992-9392 


as  Capone  for  e-mail,  forms-generatii 
and  scheduling;  and  Wormhole  and  G 
Line,  which  connect  to  existing  e-m 
programs.  Touchdown  is  the  code  nai 
for  the  whole  package. 

Test  customers  say  Microsoft's  off 
ings  are  easier  to  customize  and  ma 
tracking  system  use  simpler.  Micros 
hasn't  revealed  pricing  but  is  likely 
beat  Notes'  $495-per-PC  price.  A  not! 
advantage:  The  Microsoft  programs  v 
allow  rivals  to  create  compatible  m< 
ules— say  an  e-mail  program— that 
be  substituted  for  Microsoft's.  That's 
possible  with  Notes.  "We've  been  wo; 
ing  on  this  for  2Vz  years,"  says  Tom 
Evslin,  general  manager  of  Microsof 
server  applications  group.  "It's  more  a 
bitious  than  simply  an  answer  to  Note 

Lotus,  of  course,  has  its  own  am 
tions.  It's  adapting  Notes  to  run  on  m( 
brands  of  computers.  And  later  tl 
year,  it  plans  to  add  a  new  forms  p: 
gram,  a  better  programming  languaj 
and  the  ability  to  store  video  clips 
Notes.  Meanwhile,  Novell's  Firmage  ss 
that  Novell  and  WordPerfect  will  st; 


li 


For  Microsoft,  playing 
catchup  won't  be  easy.  Its 
strategy:  to  upgrade  its  e-m< 
software  to  groupware  stati 


is 

i : 


mei 


releasing  in  June  additions  to  WordB a 
feet  Office  that  will  give  it  Notes-li 
capabilities. 

Already,  the  jabs  are  flying.  Micilt: 
soft  says  Notes  runs  poorly  on  huge  n 
works  and  that  Lotus  has  been  slow 
add  new  features.  Lotus  executives 
spond  that  Notes  is  already  used  on  n 
works  of  over  10,000  users.  And  th 
say  Microsoft's  modular  approach  vv 
be  more  difficult  for  customers  to  leap 
than  the  single  program  it  offers 

One  big  drawback  for  Microsoft  cot 
be  ties  to  the  company's  slow-selli 
Windows  NT  operating  system.  One 
its  "server"  programs  that  sits  in  t 
background,  storing  information  a !; 
routing  messages,  runs  only  on  NT, 
though  the  other  modules  run  without 

Which  company  is  likely  to  win?  T  " 
field  is  still  wide  open.  Even  though  I 
tus  counts  Notes  as  a  huge  success,  w 
750,000  users,  there  are  nearly  30  milli 
other  networked  computers  that  coi 
use  groupware.  That  should  guarant 
plenty  of  action  in  Lotus  vs.  Microso 
round  three. 

By  Richard  Brandt  in  San  Franks 
with  bureau  reports 
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HE  MAINFRAME  MARKET: 
BOLT  FROM  BIO  BLUE 


1  rivals  follow  IBM's  lead  in  capping  software  prices: 


Jt 
ft 


ainframe  software  makers 
have  had  a  good  thing  going. 
You  wouldn't  think  so  from  the 
down  in  mainframe  sales.  But  most 
e  companies  still  run  their  business- 
>n  mainframe  programs,  typically 
ing  hundreds  of  thousands  of  dol- 
.  And,  thanks  to  IBM's  "tiered"  pric- 
scheme,  software  makers  enjoyed 
y  dividends:  Under  tiered  pricing, 
were  tied  to  machine  size,  so  when- 
•  a  customer  upgraded  to  a  bigger 
:,"  software  makers  charged  more— 
n  without  having  to  add  any  new 
ware.  Some  companies  have  been 
ing  as  much  as  a  third  of  their  rev- 
p  from  tier  inflation, 
ut  those  days  may  soon  be  over.  On 
.  6,  IBM  officially  changed  the  rules, 
er  pressure  from  customers— and 
|y  to  bolster  hardware  sales— it 
>ed  mainframe  software  prices.  Now, 
omers  can  move  to  its  largest  ma- 
es  without  paying  more  for  key  soft- 
e.  Plus,  Big  Blue  will  increasingly 
software  pricing  to 
:al  usage,  which  in 
y  cases  could  signif- 
tly  reduce  cus- 
ers'  software  bills, 
gether,  these  moves 
d  save  IBM's  largest 
omers  up  to  25%  on 
nframe  software 
;,  figures  William 
<Jee,  an  analyst  at 
ket  researcher  Gart- 
Group  Inc. 
tol»i  timing.  The  new 
se|  dng  had  been  ex- 

.ed  since  IBM  signaled  its  intent  to 
in  costs  last  May.  And  if  the  move 
os  more  customers  on  mainframes, 
t  software  makers  will  benefit.  "Any- 
g  IBM  can  do  to  lower  the  cost  of 
"iM  nframe  computing  is  good  for  us," 
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SOFTWARE  MOVES  OFF 
THE  MAINFRAME 
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Sanjay  Kumar,  president  and  chief 
•ating  officer  of  Computer  Associates 
rnational  Inc.,  the  largest  indepen- 
t  supplier  of  mainframe  packages, 
'n  the  other  hand,  the  margin  hit 
i  lower  pricing  comes  at  a  bad  time. 
f  mainframe  sales  peaked  in  the  late 
Is  and  are  declining  about  4%  annual- 
ly* market  researcher  International 


Data  Corp.  Customers 
are  moving  applications 
to  less  costly  machines. 
For  some  software  mak- 
ers, the  windfall  of  price 
increases  triggered  by 
hardware  upgrades  was 
the  only  bright  spot  left. 
Nonetheless,  says  IBM 
Vice-President  Nicholas 
M.  Donofrio,  general 
manager  of  its  Large 
Scale  Computing  Div.,  "if  they  don't  fol- 
low us,  they're  now  on  their  own." 

BMC  Software  Inc.,  a  $240  million 
Houston-based  supplier  of  programs  to 
make  mainframes  run  faster,  is  willing 
to  take  the  risk.  A  day  after  IBM  an- 
nounced its  price  move,  BMC  upped  the 
price  for  programs  running  on  IBM's  larg- 
est mainframe.  "We  don't  think  IBM's 
pricing  structure  affects  the  value  of 
our  software.  We  will  respectfully  de- 
cline their  offer,"  says  Russ  Caccamisi, 
BMC's  vice-president  of  marketing. 

IBM  could  be  hurt  if  other  mainframe 
software  makers  follow  BMC's  lead  and 


the  cost  of  mainframe  computing  doesn't 
drop.  IBM  is  willing  to  sacrifice  some 
software  profits— gross  margins  are  still 
about  61%,  compared  with  32%  for  IBM 
hardware.  "They  can  take  it  out  of  one 
pocket  and  put  it  in  another,"  says  BMC's 
Caccamisi.  Other  software  makers  can't, 
and  without  the  cooperation  of  the  inde- 
pendents who  account  for  more  than 
two-thirds  of  the  $15  billion  market  for 
mainframe  applications,  IBM's  pricing 
move  may  not  slow 
the  exodus  of  custom- 
ers, let  alone  fulfill 
predictions  by  opti- 
mistic IBM  executives 
that  the  lower  costs 
will  spur  new  sales. 

Eventually,  the  in- 
dependents will  come 
around,  says  Gart- 
ner's McNee.  That 
could  have  major  im- 
plications for  soft- 
ware companies  al- 
ready pinched  by  the 
downturn  in  main- 
frame use  (chart). 
"The  entire  hardware 
and  software  market 
is  being  turned  on  its 
ear,"  says  Hank  Hol- 
land, president  &  CEO 
of  D&B  Software,  a 
maker  of  accounting 
and  personnel  soft- 
ware for  mainframes. 

Some  prominent 
mainframe  software 
companies,  including 
D&B  Software  and  Computer  Associates, 
have  already  adjusted  to  the  new  or- 
der. They  capped  prices  before  IBM  and 
have  been  scrambling  to  create  pro- 
grams for  increasingly  popular  "client- 
server"  setups,  in  which  powerful  "serv- 
ers" dish  out  information  to  PC  networks. 

Indeed,  some  mainframe  software 
makers  are  thriving.  CA,  the  world's 
largest  software  maker  after  Microsoft 
Corp.,  saw  sales  grow  16%,  to  $1.5  bil- 
lion, for  the  three  quarters  ended  Dec. 
31,  while  earnings  for  the  same  period 
surged  66%,  to  $242  million.  CA  has  ac- 
quired companies  that  make  nonmain- 
frame  software  and  has  reworked  its 
own  packages  to  run  on  the  smaller  ma- 
chines. Today,  CA  gets  about  75%  of  its 
revenues  from  mainframe  software,  com- 
pared with  nearly  100%  two  years  ago, 
says  Kumar.  Companies  such  as  Candle 
Corp.  and  Legent  Corp.  are  also  diversi- 
fying. In  the  end,  then,  IBM's  pricing 
move  alters  only  the  pace  of  change  in 
mainframe  software— not  the  direction. 

By  Amy  Cortese  with  Ira  Soger  in 
New  York 
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THEY'VE  GOT  THE  WHOLE 
WORLD  ON  A  CHIP 


Will  ever-shrinking  transistors  eliminate  some  multichip  systems: 


Systems-on-a-chip.  For  decades,  the 
term  has  stirred  visions  of  Dick 
Tracy  multimedia  watches  and 
other  wonders.  Such  products  remain 
the  exception,  and  all  fall  short  of  the 
gee-whiz  category— hut  maybe  not  for 
long.  The  number  of  transistors  per  chip 
is  skyrocketing,  so  each  can  handle  more 
work  than  ever.  And  new  computer-aid- 
ed design  tools  make  it  feasible  to  make 
custom  chips  relatively  fast.  As  a  re- 
sult, says  Motorola  Inc.  Vice-President 
Thomas  A.  Beaver,  "there's  a  paradigm 
shift  going  on."  The  hand-holding  ser- 
vice that  once  was  "reserved  for  only 


ware,  figures  sales  of  one-chip  systems 
could  hit  $10  billion  by  decade's  end. 

Already,  Motorola  is  customizing  its 
microprocessors— adding  extra  memory 
and  logic  circuits  that  eliminate  the  need 
for  some  or  all  so-called  peripheral  chips. 
Motorola  says  this  business  is  growing 
25%  a  year  and  in  five  years  has 
climbed  from  zero  to  15%  of  its  micro- 
processor revenues.  These  chips  may  be 
less  profitable  than  standard  ones,  but 
Motorola  hopes  they  will  capture  new 
accounts.  "We're  not  talking  higher  mar- 
gins," says  James  T.  Reinhart,  marketing 
manager  for  Motorola's  68000  micropro- 


copy  the  finished  product— in  ju 
months.  Fed-up  chip  customers  we, 
soon  clamoring  for  action. 

By  the  early  '80s,  chipmakers  r 
spondee!  with  application-specific  int 
grated  circuits,  or  ASICs,  which  coi 
bined  the  manufacturing  economies 
standardization  with  last-minute  custoi 
ization  that  adds  "personality"— featur 
that  distinguish  the  finished  proda 
Cramming  on  more  transistors  has  sin| 
given  ASICs  the  core  logic  of  microp 
cessors  plus  memory  circuits  for  sti 
ing  data— leading  to  one-chip  produc' 
Chips  &  Technologies   Inc.   in  19! 
squeezed  the  performance  of  an  AT-cla| 
IBM  PC  onto  one  chip  for  use  in  palmffl 
computers.  And  this  evolution  is  accele 
ating.  Motorola  took  nearly  a  decade 
turn  out  a  semicustom  microcontroll 
based  on  its  68000  chip.  But  it  and  IE 
are  already  developing  versions  of  tl 
PowerPC  chip  they  unveiled  last  year. 

Systems-on-a-chip  will  never  be  sui 
able  for  every  use.  PC  makers,  for  exai 
pie,  are  largely  uninterested.  That's  pai 
ly  because  they  rely  on  microprocesso 


SEEKING 
THE  ONE-CHIP 
SYSTEM 

Makers  of  electronic  gear  have 
long  sought  one-chip  systems  to 
lower  costs,  boost  performance, 
and  personalize  products. 
Now  that  chips  can  be 
packed  with  millions 
of  transistors,  chip- 
makers  expect  to 
help  their  customers 
churn  out  increas- 
ingly powerful  all-in- 
one  systems. 


1971  Microprocessor 
invented  by  Intel  with 
2,700  transistors. 
Made  possible  one- 
chip  watches  and 
calculators. 

1975  Emergence  of 
microcontrollers,  special  mi 
croprocessors  with  added 
circuitry  tailored  for  spe- 
cific jobs. 

1982  Rise  of  appli- 
cation-specific integrat- 
ed circuits  (ASICs). 
Manufacturers  merge 
more  peripheral  circuitry 


onto  fewer  logic  chips 
that  work  with  the  mi- 
croprocessor. This  re- 
duces the  number  of 
devices  in  products, 
eading  to,  among 
other  things, 
cheaper 
copiers. 

1993  Chipdesign 
tools  emerge  that 
can  customize  high- 
end  microproces- 
sors—combining memo- 
ry, ASIC  modules,  and 
other  circuitry  with  a  fast  proces- 
sor "core"  of  a  million  or  more  tran 


sistors.  By  linking  software-generat- 
ed models  of  these  elements,  pr< 
uct  designers  mix  and  match  to 
create  one-chip  systems. 

1999  Better  design  toois,  chips 
of  50  million  to  100 

million  transistors,  and  a 
growing  library  of  circuit 
modules  will  let 
product  designers 
crank  out  advanced 
systems-on-a-chip, 
including  mainframe- 
class  personal  digital 
assistants. 
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the  biggest  customers,  we're  going  to 
make  available  to  almost  everyone." 

Providing  nearly  every  maker  of  cars, 
computers,  and  electronic  gadgets  with 
do-everything  chips  designed  just  for 
them  will  vastly  complicate  the  semi- 
conductor business.  But  chip  buyers 
should  reap  major  benefits,  since  custo- 
mized circuits  can  reduce  the  number 
of  chips  needed— and  thus  a  buyer's 
costs— while  improving  reliability.  That's 
why  VLSI  Technology,  Texas  Instru- 
ments, LSI  Logic,  and  other  suppliers 
believe  this  is  the  next  wave  in  inte- 
grated-circuit  technology.  Walden  C. 
"Wally"  Pihines,  head  ol  Mentor  Graphics 
Corp.,  a  leader  in  circuit-design  soft- 


cessor  family.  "But  we  are  talking  more 
profit  dollars." 

Standardized  chips  have  been  the  in- 
dustry's bread  and  butter  since  1971, 
when  Intel  Corp.  invented  the  micro- 
processor. It  could  be  customized  by 
providing  it  with  different  software.  But 
early  versions  had  only  a  few  thousand 
transistors,  too  few  to  power  comput- 
ers and  other  electronic  systems  without 
help  from  dozens  of  other  chips.  Among 
these  were  microcontrollers,  micropro- 
cessor spin-offs  tailored  for  tasks  such  as 
managing  a  keyboard  or  disk  drives— or 
regulating  a  car's  brakes.  These  chips 
are  cheap,  often  under  $10.  However, 
using  standard  silicon  makes  it  easy  to 


crammed  with  more  transistors— 3.1  nr 
lion  in  Intel's  Pentium— than  have  bet 
put  on  single-chip  systems.  More  impo 
tant,  the  dog-eat-dog  PC  market  is  coi 
tinually  being  inundated  with  peripher 
chips  that  embody  some  clever  ne 
trick— and  must  be  quickly  incorporate 
anchovies,  too?  Still,  where  small  siz 
low  power  use,  and  cost  are  paramoul 
single-chip  systems  will  become  con 
mon,  says  Michael  Slater,  a  consultant 
Sebastopol,  Calif.  He  expects  App 
Computer  Inc.  and  General  Magic  Inc.  \ 
deliver  one-chip  personal  digital  assis 
ants  next  year.  Next  will  come  one-chi 
cellular  phones,  electronic  games,  win 
less  fax  machines,  and  videocassette  n 
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capability :  executive  programs 


The  1994  Business  Week  Symposium  of  Chief  Executives 
and  Business  Week's  65th  Anniversary  Celebration 

The  Spirit  of  Enterprise:  Reviving  Entreprenenrship  in  Large  Corporations 

Date:  September  26 -27,  1994 

Place:  The  Willard  Hotel,  Washington,  D.C. 


'eynote  speakers  include: 

iEneral  Colin  Powell 
"hairman,  U.S.  Joint  Chiefs  of  Staff 
'989-1993) 

dhn  F.  Welch 

"hairman  and  Chief  Executive  Officer, 
General  Electric 

'resented  in  association  with: 

AS  Institute  Inc. 

ymmetrix  Inc. 

Zharto n  Executive 
ducation 


EXECUTIVE 
PROGRAMS 


The  future  of  American 
BUSINESS  is  taking  shape.  To  win, 
American  firms  need  to  adopt  an  entre- 
preneurial spirit  today  in  order  to  com- 
pete successfully  tomorrow.  But,  how 
can  corporate  giants  be  encouraged  to 
become  more  innovative,  faster  and  more 
enterprising?  What  are  the  issues?  Who 
is  winning?  And  where  are  the  rewards? 

At  this  critical  time,  Business  Week  is 
pleased  to  provide  American  Chief 
Executives  and  corporate  sponsors  the 


<pyright  199-t  McGraw-Hill,  hie 


opportunity  to  meet  and  discuss  their 
strategies  for  success. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


■»■     I  RECOMMEND: 

CEO  name:  

Bank  name:  


City  and  State  (U.S.  only): 


—  PLEASE  COMPLETE  THE  FOLLOWING  FOR  YOUR 
NOMINEE  TO   BE  CONSIDERED: 


Quality:. 


Performance 


Vision 


Responsibility. 


—  FROM: 


Name: 
Title 


Company* 


KING  LEADERSHIP  AWARD 


Fidelity  Investments  is  proud  to  invite  you  to  participate  in  the 
inauguration  of  a  new  annual  award -The  Banking  Leadership 

Award  -  dedicated  to  fostering  excellence  in  banking  manage- 
ment. With  this  vital  sector  of  America's  economy  in  a  phase  of 
dynamic  change,  it  is  especially  important  to  encourage  and 
recognize  leaders  who  symbolize  determination,  imagination, 
capability  and  character.  ♦  The  criteria  to  be  considered  are 
quality  in  services,  products,  marketing,  and  customer  and 
employee  relationships;  performance  that  enhances  the  bank  in 
stature,  profitability  and/or  shareholder  value;  vision  that  shows 
in  a  clear  yet  flexible  strategy,  in  being  innovative,  and  developing 
solutions  to  problems;  and  responsibility,  demonstrated  by 
a  personal  commitment  that  stimulates  action  on  community 
and  banking  industry  concerns.  ♦  An  independent  panel  of 
academic  experts  will  choose  three  Chief  Executive  Officers  as 
finalists.  Only  CEOs  of  American  banks  are  eligible.  The  winner 
will  be  announced  at  the  Fidelity  Investments  1994  Financial 
Forum,  the  annual  executive  symposium  on  banking  issues, 
October  18-20, 1994  in  Boston,  Massachusetts.  The  judges 
and  finalists  will  also  be  recognized  in  an  announcement  in 
Business  Week.  The  winning  CEO  will  designate  an  educational 
institution  to  receive  a  $5,000  award. 


City  and  State 


latl  or  fax  this  by  Friday  April  29, 1994  to  the  award  administrator: 

Janssen  Associates  Fax:  717/491-2610 

P.O.  Box  464 

Millrift,  PA  18340-0464 


'Employees  of  Fidelity  Investments  and  McGraw-Hill  Inc.,  and  their  advertising  agencies,  are  not  eligible 
Contest  rules  are  available  on  written  request  to  the  award  administrator 


ers.  And  custom  chips  will  change 
.  When  Ford  Motor  Co.  turns  to 
orola's  PowerPC-based  design  for 
models,  the  number  of  power-train 
©controllers  in  its  vehicles  will  drop 
ight,  from  today's  30.  "These  chips 
comparable  to  what's  inside  today's 
^stations,"  boasts  Ford  engineer  John 
lullivan. 

rell,  not  quite  yet.  To  make  the  Pow- 
!  work  in  Detroit,  Motorola  is  prun- 
drcuitry  to  create  chips  25%  smaller 

those  in  Apple's  new  PCs.  But  as 
number  of  transistors  on  a  chip 
bs  toward  50  million  to  100  million 
nd  the  year  2000,  a  single  chip  will 
3  phenomenal  capabilities.  A  VCR 
it  ask  whether  you  want  it  to  order 
i  when  you  program  it  to  tune  in  a 
ie  at  dinnertime.  Mark  Melliar- 
th,  chief  technical  officer  at  AT&T 
oelectronics,  envisions  pocket  phones 

instantly  translate  calls  between 
>le  speaking  different  languages. 
in  warfare.  Such  capability  will  turn 
petition  in  electronics  more  savage 

ever.  Entrepreneurs  will  need  only 
afine  their  vision  of  a  new  product  in 
ftware  model,  then  electronically  zip 
model  to  a  chip  supplier.  Already, 

Systems  Inc.  in  Sunnyvale,  Calif.,  is 
ag  software  models  of  circuits  that 
be  stitched  together  to  create  blue- 
ts for  silicon. 

Sashes  between  semiconductor  suppli- 
should  also  intensify.  ASIC  special- 
say  they'll  have  the  upper  hand, 
microprocessor  makers  may  not  be 
)ehind.  As  the  cost  of  chip  factories 
eds  $1  billion,  "the  key  to  getting  a 
rn  is  to  get  more  intellectual  proper- 
lto  chips,"  says  Joseph  B.  Costello, 
ident  of  Cadence  Design  Systems 
which  sells  design  tools.  "Custom- 
processors  are  one  gambit  to  do 
."  That's  why  most  ASIC  suppliers 
;  licensed  the  logic  cores  of  mieropro- 
ors— and  why  top  chipmakers  like 
orola  and  Tl  nurture  their  fat  prod- 
portfolios,  which  span  everything 
i  memories  to  logic  circuits.  "There's 
ijor  advantage  for  people  with  prod- 
breadth,"  says  Tom  Engibous,  presi- 
,  of  Tl's  chip  operation. 

lot  of  chip  suppliers  think  that's 
e  smoke  than  fire.  "I've  heard  all 
since  the  early  '70s,  and  it  has  nev- 
lown,"  declares  Gerald  D.  Rogers, 
of  Cyrix  Corp.  Besides,  says  Dallas 
iconductor  Corp.  President  C.  Vin 
ho,  "the  demand  for  new  features  is 
■acing  the  ability  of  silicon  suppliers 
ntegrate  them  into  one  system" 
).  Adds  Kenji  Kani,  a  vice-president 
lEC's  Semiconductor  Group:  "Prod- 
variety  is  getting  broader  all  the 
!,  and  nobody  can  do  it  all  alone." 


Intel,  No.  1  in  microprocessors  and  a 
leading  supplier  of  microcontrollers,  also 
remains  skeptical:  Having  aborted  an 
effort  in  the  late  1980s  to  build  semi- 
custom  chips,  it  will  do  such  work  only 
on  huge  contracts.  "The  part  we  do  well 
is  engineering  and  production,"  says 
Kenneth  B.  Fine,  general  manager  of 
the  company's  Semiconductor  Products 
Group.  "The  part  we  don't  do  well  is 


working  with  lots  of  customers  on  spe- 
cial designs." 

For  now,  Intel  can  afford  to  wait. 
However,  with  Texas  Instruments,  Mo- 
torola, and  other  rivals  intent  on  chang- 
ing the  game,  it  had  better  keep  an  eye 
peeled. 

By  Peter  Burrows  in  Dallas,  with  Rob- 
ert D.  Hof  in  San  Francisco,  Neil  Gross 
in  Tokyo,  and  Otis  Port  in  New  York 


HOW  THEY'LL  MAKE  THOSE  TINY  WONDERS 


■  n  1973,  Walden  C.  "Wally"  Rhines 
I  and  a  team  of  12  engineers  at  Tex- 
I  as  Instruments  Inc.  created  one  of 
the  world's  first  single-chip  products— 
a  scientific  calculator  with  5,000  tran- 
sistors. They  designed  the  chip  by 
hand  on  1,000  drafting-table-size  blue- 
prints, using  T  squares  and  colored 
pencils.  It  took  a  year. 

Today,  Rhines  heads  Mentor  Graph- 
ics Corp.,  a  leading  supplier  of  elec- 
tronic design-automation  (eda)  soft- 
ware. And  it's  his  job  to  help  come 
up  with  improved  versions  of  those 
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RUNNING  TO  KEEP  UP 


Design  productivity  is  rising, 
but  not  as  fast  as  chip  complexity 


10,000 


DESIGN 
PRODUCTIVITY 

Logic  gates  designed  by 
one  engineer  in  one  month 


20,000 


10,000 
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colored  pencils— EDA  tools  that  enable 
designers  to  whip  out  chips  with  mil- 
lions of  transistors.  Without  far  more 
advanced  design  software,  systems-on- 
a-chip  can  never  hope  to  be  anything 
more  than  a  niche  business.  For  cus- 
tom chips  to  be  competitive  in  a  fast- 
moving  market,  says  Rhines,  "we're 
assuming  that  cycle  time"— from  the 
conception  of  a  custom  chip  to  its 
birth— "will  have  to  fall  50%  in  the 
next  five  to  seven  years." 
DESIGNS  ON  ICE.  Physically  drawing  all 
the  individual  circuit  lines  that  link 
millions  of  transistors  isn't  feasible 
anymore.  The  task  is  akin  to  trying  to 
map  out  paths  for  everyone  in  a  city 
the  size  of  Los  Angeles  to  change  plac- 
es continually  without  bumping  into 
each  other.  Fortunately,  most  chip  de- 
signers no  longer  mess  with  circuit 
lines.  Instead,  they  use  a  sophisticated 


design  program  to  describe  what  the 
chip  should  do  and  leave  the  drawing 
to  the  system.  This  approach  has  dou- 
bled design  productivity  in  the  past 
four  years.  But  it  still  isn't  keeping 
up  with  chip  complexity,  notes  William 
W.  Lattin,  executive  vice-president  of 
Synopsys  Corp.  in  San  Jose,  Calif. 

So  EDA  companies  are  working 
on  a  new  approach  called  "reuse." 
Rather  than  start  from  scratch, 
semiconductor   engineers  would 
stitch  together  computer  models  of 
clumps  of  circuits,  each  precertified 
as  correct.  While  this  is  a 
nascent  trend,  "companies 
are  developing  war  chests  of 
designs  they  can  use  again 
and  again,"  explains  consul- 
tant Ronald  Collett  of  Col- 
lett  International  Inc.  in  San- 
ta Clara,  Calif. 

Even  that  won't  close  the 
gap,  however,  because  there 
aren't  enough  semiconductor 
designers  to  go  around:  Chip 
customers  will  have  to  take 
up  the  slack.  "Conceptually, 
it's  a  super  idea,  but  it's  an 
implementation  nightmare,"  says  Jo- 
seph B.  Costello,  president  of  Cadence 
Design  Systems  Inc.  in  San  Jose.  He 
knows  because  Cadence  is  investing 
more  than  $6  million  to  develop  a  com- 
prehensive package,  due  for  introduc- 
tion later  this  year,  to  help  chip  buyers 
customize  products  built  around  a  mi- 
croprocessor core. 

Soon,  though,  these  tools  will  re- 
quire a  radical  update  because  the 
widths  of  circuit  lines  on  chips  are 
now  shrinking  to  0.35  micron.  At  that 
wispy  size— 0.4%  of  a  human  hair's  di- 
ameter—new "design  rules"  will  be  re- 
quired. And  things  will  get  worse  by 
1999  when  circuit  lines  dwindle  to  just 
0.25  micron.  In  short,  shrinking  cir- 
cuitry will  amount  to  a  perpetual  mi- 
graine for  designers  who  dream  of  sys- 
tems-on-a-chip. 

By  Peter  Burrows  in  Dallas 
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WHAT  HAS  X-RAY  VISION 
AND  STOPS  CAR  CRASHES? 


In  fairy  tales,  pixies 
are  lighter  than  air. 
Not  the  one  at  Los  Ala- 
mos National  Laborato- 
ry. The  Los  Alamos  pixy 
is  a  pulsed  intense  X-ray 
facility  that  can  pump  X- 
rays  through  12  inches 
of  solid  steel.  Its  cold 
war  function  was  to  test 
the  strength  of  tanks. 
Now,  Los  Alamos  is 
making  the  $7.5  million 
facility  available  to  car 
makers  for  crash  testing. 
PIXY  can  see  right  through  a  car,  showing  the  deformation  of 
the  engine  block  and  frame  in  midcrash.  Because  pixy's  laser 
pulses  are  so  brief,  they  can  grab  time  slices  as  short  as  50  bil- 
lionths  of  a  second,  eliminating  blur. 

Computer  simulations  are  widely  used  today  to  test  crash- 
worthiness  because  real-life  crashes  can  cost  $500,000  and 
up.  PIXY  captures  information  that  helps  calibrate  simulations 
to  make  them  more  true  to  life.  One  drawback:  The  X-ray 
pulse  takes  so  much  energy  that  it's  only  possible  to  capture 
a  single  still  image  per  crash.  Still,  Los  Alamos  says  one 
auto  maker  has  already  expressed  interest  in  pixy. 


THIS  HIGH-TECH  GLUE 

CAN  STAND  THE  HEAT— AND  THEN  SOME 


Chemist  James  Economy  has  to  think  of  a  catchier  name 
than  cross-linked  aromatic  polyesters  for  what  may  be 
the  world's  most  durable  glue.  But  companies  are  already 
catching  on  to  its  potential.  Economy,  a  scientist  at  the  Univer- 
sity of  Illinois  at  Urbana,  has  invented  a  material  that  can 
withstand  temperatures  of  700F  before  failing  and  retains 
its  full  strength  through  400F. 

Boeing  Co.  is  interested  in  using  the  "superglue"  as  a  light- 
weight binder  in  the  wings  of  supersonic  planes.  It  could 
also  be  molded  into  automobile  engine  parts.  Economy  says  it 
could  easily  withstand  engine  operating  temperatures  and 
would  be  lighter  and  cheaper  than  metal.  In  heavy  industry,  it 
could  be  used  for  the  construction  of  grinding  wheels  that 
shape  metals  and  often  degrade  because  of  the  heat  caused  by 
friction.  Economy  has  designed  a  material  that  is,  well,  eco- 
nomic. It  costs  about  $4  a  pound.  And  it's  recyclable:  Acetic 
acids  break  it  down  to  be  reformed  for  new  uses. 


TRACKING  TOXINS 

WITH  MOLECULAR  'BUCKETS' 


Monitoring  the  environment  for  toxins  may  soon  be  easi- 
er with  a  tiny  chemical  sensor  developed  by  scientists  at 
Los  Alamos  National  Laboratory.  Most  chemical  microsen- 
sors  use  thin  polymer  films  that  absorb  gases  from  the  air  and 
undergo  some  kind  of  change,  such  as  in  color  or  electrical  con- 
ductivity. But  they're  short-lived  and  aren't  very  sensitive  or 
specific  in  identifying  contaminants. 

Instead  of  polymer  films,  the  Los  Alamos  system  uses 


tiny  bucket-shaped  molecules  made  of  cyclodextrin,  a  comp 
nent  of  starch.  The  buckets  are  glued  to  a  sensing  eleme 
called  a  transducer  by  a  strong  silicon-oxygen  compoui 
called  organosilane,  When  a  suspect  chemical  fits  into  tl 
bucket,  the  added  mass  of  the  trapped  "guest"  causes  chan 
es  in  the  electrical  signal  in  the  transducer  that  can 
picked  up  by  a  recording  device.  The  buckets  can  be  made 
various  sizes  and  chemically  tailored  to  sense  different  chei 
icals.  Once  a  test  is  complete,  it's  easy  to  empty  the  bucke 
and  start  over.  The  Los  Alamos  scientists  have  applied  for 
patent  and  have  had  preliminary  talks  with  manufacturer 
including  Motorola  Inc. 


SUPERCONDUCTOR  SLEUTHS 
TAKE  ANOTHER  LOOK  AT  METALS 


By  the  time  high-temperature  ceramic  superconductoi 
were  discovered  in  1986,  scientists  had  lost  interest  in  m 
tallic  ones,  which  superconduct  only  at  extremely  low  tempe 
atures.  But  metallic  superconductors  retain  one  importai 
advantage:  They're  less  brittle  than  ceramics,  so  they  a 
be  fashioned  more  easily  into  materials  such  as  superco 
ducting  wires.  Researchers  at  AT&T  Bell  Laboratories  in  Mi 
ray  Hill,  N.  J.,  and  at  the  Tata  Institute  for  Fundamental 
search  in  Bombay,  India,  are  reopening  the  case  for  meta 
When  Tata  Institute  researchers  reported  last  summer  thl 
they  had  detected  superconductivity  in  a  compound  of  nickq 
boron,  and  yttrium,  Bell  Labs  materials  scientist  Robert  j 
Cava  tried  to  reproduce  the  results.  He  finally  succeeded 
last  year,  when  a  technician  inadvertently  contaminated  tlj 
compound  with  carbon. 

The  discovery  of  carbon's  role  meant  that  the  materi 
was  made  of  four  elements  rather  than  three,  as  in  all  pre\ 
ous  metallic  superconductors.  The  new  material  still  has  to  i 
cooled  to  23  degrees  Kelvin,  or  -418F,  but  Cava  says  he| 
hopeful  that  the  new  class  of  four-element  metallic  superco 
ductors  will  include  ones  that  work  at  higher  temperature 


A  SWIFT,  SIMPLE  WAY 
TO  ENGINEER  NEW  PIANTS 


Whiskers  of  sili- 
con carbide,  test 
tubes,  and  a  high-speed 
mixer  may  be  all  that 
are  needed  to  transform 
plant  cells  into  new  crop 
varieties.  "Whiskers,"  an 
elegantly  low-tech  meth- 
od of  inserting  dna  into 
plant  cells,  was  devel- 
oped by  scientists  at  ICI 
Seeds  Inc.,  a  subsidiary 
of  London-based  Zeneca 
Group  PLC. 

Needle-like  crystals  of 
silicon  carbide  are  added  to  a  test  tube  containing  the  plai 
cells.  Mixed  at  high  speed  for  a  few  seconds,  the  microscopic 
needles  pierce  the  cell  walls  and  open  up  passages  for  fraj 
ments  of  dna  to  pass  through.  Cells  that  have  incorporated  tl 
DNA  sequence  will  survive  in  a  Petri  dish,  while  those  thif: 
haven't  won't.  Unlike  the  ballistic  method,  where  DNA-coatt 
gold  particles  are  fired  through  the  cell  wall,  Whiskers 
simple,  inexpensive,  and  uses  existing  lab  equipment.  Corn,  t 
matoes,  and  canola  crops  could  benefit. 
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it  our  best  business  deal  is  a  free  membership  in  our  Gold  Crown  Club  International,  Best  Western's  frequent  traveler  club.  And 
•  ice  you've  joined,  start  earning  points  that  are  redeemable  for  valuable  awards.  Like  free  room  nights,  Savings  Bonds,  merchandise 


id  more.  Plus  as  a  special  bonus,  the  Best  Westerns  of  California,  Nevada  and  Hawaii  are  offering  a  free 
irment  bag  or  a  free  Novatel  cellular  phone  for  GCC  members,*  you  don't  even  have  to  redeem  any  points, 
j  3w  that's  a  business  deal.  For  membership  information  or  reservations,  call  1-800-528-1234 

California,  Nevada  And  Hawaii  Best  Westerns  Mean  Business. 
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Every  day  the  National  Multiple  Sclerosis  Society  brings  that  day  closer  bv  funding  vital  research 

to  unravel  the  secrets  of  MS.  It's  because  of  this  research  that  scientists  are  making  significant 
progress  in  the  search  for  a  cure  and  effective  treatments.  Your  support  will  speed  the  day.  Help 
bring  new  meaning  to  someone's  life.  For  more  information,  call  1-800-LEARN  MS. 


ml)  THE  NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 

^255/,    WE  DON'T  TAKE  MS  LYING  DOWN   
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Some  of  the  world's  greatest 
dealmakers,  empire  builders, 
and  image  shapers  are  about 
to  convene.  In  your  office. 


ELLIGENCE 


► 


2000 


Intelligence  2000  is  a  unique  video-based 
ttelligence  briefing  on  the  revolution  in 
lformation  technology.  It  will  take  you 
iside  the  minds  of  influential  business  and 
cademic  leaders,  and  is  available  now. 
The  payoff?  Exclusive  interviews  with 
ldustry  leaders  that  deliver  analysis, 
isight  and  forecasts.  Plus,  statistical 
ackground  information  which  puts  the 
ig  picture  in  focus.  Expertise  packaged 
y  the  editors  of  Business  Week  and  The 
^inancial  Times. 

Businesses  using  the  new  technologies 
an  save  millions  of  dollars  by  anticipating 
he  changes  just  around  the  corner. 
Equally  huge  sums  could  be  squandered 
|  y  investing  too  early.  Be  prepared  by 
nderstanding  the  future.  A  preview  video 
3  available  upon  request. 
Get  ahead.  Take  a  walk  on  the  inside. 


FINANCIAL  TIMES 


BusinessWeek 


Beyond  news.  Intelligence. 


usiness  Week  and  The  Financial  Times  acknowledge  Bain  &  Company  and 
otus  Development  Corporation  for  their  support  of  this  pro- 
ramming.  This  briefing  was  produced  by  Financial  Times  Television. 

Bain  &  Company  Lotus 


A  FEW  OF  THE  INDUSTRY  LEADERS  FEATURED  IN 

INTELLIGENCE  2000: 
INFORMATION  TECHNOLOGY 

Lewis  Piatt  Hewlett  Packard,  Bob  Allen  A  T&T,  Michael 
Spindler  Apple,  Akira  Fujimasa  Toshiba,  Nicholas 

Negroponte  The  Media  Laboratory,  MIT,  Craig  Barrett 
Intel,  lain  Val  lance  BT.  Sung  Kyou  Park  Dae  won 
Telecom,  John  Landry  Lotto-.  Scott  McNealy  Sun 

Microsystems,  Dennis  Patrick  Time  Warner  Telecoms, 
Steven  Dorfman  Hughes  Spare  &  Telecoms  System, 
Bradley  Holmes  Former  Lf.S.  State  Department,  Dr. 
James  Martin  fames  Martin  Insight,  Professor  Ken 
Sakamura  Tokyo  Lh/irersity,  Stan  Miranda  Bain  & 
Company,  Steve  Ballmer  Microsoft,  James  Unruh 
UNYSYS. 


To  order,  please  mail  this  form  to:  PVS,  2030  M  St.  NW, 
Suite  400,  Washington,  D.C.  20036  or  call  1-800-232-0894 
ext.  286  or,  mail  to:  Financial  Times  Television,  Teddington 
Studios,  Broom  Road,  Teddington,  Middlesex,  TW11  9NT, 
England  or  fax  44-81-614-2571. ..and  take  advantage  of  our 
30-day  money-back  guarantee. 

Please  send: 

n  $295  for  a  90-minute  documentary  video;  a 
separate  video  of  interviews  with  Business  Week 
editors;  plus  industry  reports.  [For  supplemental 
materials,  available  at  additional  cost,  please  contact 
Financial  Times  Television.] 
□  Please  send  me  a  preview  video  for  $20.00 
Shipping  and  tax  are  included. 

Credit  card: 

Access  □      Visa  □     Amex  □     Other  □ 


Credit  card  no 

Signature 
or,  enclose  a  check  for  $ 
Financial  Times  Television 
or,  please  invoice  my  company  □ 


Exp.  date 
payable  to: 
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ADDRESS 
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Investing 


INDEX  FUNDS:  A  SAFER  SEAT 
FOR  THE  LONG-DISTANCE  RIDER 


n 
Us 


For  as  long  as  they  have 
been  a  recognized  spe- 
cies, mutual-fund  manag- 
ers have  been  trying  to  out- 
perform the  market.  But  a 
growing  number  of  managers 
and  the  investors  who  follow 
them  have  decided  if  you 
can't  beat  the  market,  join  it. 
Hence,  the  growing  popularity 
of  stock-index  mutual  funds, 
whose  portfolios  mirror  every- 
thing from  the  tried-and-true 
Dow  Jones  industrial  average 
to  such  newfangled  indexes 
as  the  Wilshire  Large  Cap 
Value  Index. 

These  indexes  took  a  beat- 
ing in  March,  with  the  Dow 
off  6%,  the  Standard  &  Poor's 
500-stock  index  down  4.3%, 
and  the  Wilshire  5000  off 
2.90%.  Yet  even  in  periods  of 
broad  market  decline,  stick- 
ing with  an  index  fund  may 
be  better  than  an  actively 
managed  portfolio.  "In  the 
past  10  years,  two-thirds  of 


all  actively  managed  funds 
have  underperformed  the  S&P 
500,"  says  Steven  Bloom,  chief 
economist  of  the  American 
Stock  Exchange. 
SMALL  BOOM.  Traditionally,  in- 
dex funds  were  used  by  insti- 
tutional investors  who  wanted 
to  diversify  without  doing 
worse  than  the  market.  But 
indexes  and  the  funds  based 
on  them  have  been  proliferat- 
ing as  individual  investors 
have  realized  the  benefits  of 
diversifying  into  different 
classes  of  stock,  such  as  value 


or-  cyclical  stocks.  The  num- 
ber of  index  funds  has  jumped 
from  17  to  86  in  just  five 
years.  And  new  ones  are  con- 
stantly appearing.  In  the  next 
few  weeks,  Standard  &  Poor's, 
whose  500-stock  index  is  one 
of  the  most  widely  watched 
market  benchmarks,  will  un- 
veil its  first  small-cap  index 
of  600  companies  to  ride  the 
boom  in  small-company  stocks. 
Indexes  now  track  everything 
from  the  Hong  Kong  market 
to  micro-cap  companies  of  less 
than  $120  million. 


A  TAXING  DIFFERENCE  FOR  INDEX  FUNDS 


1 0-year  average 

Returns 
pretax% 

After-tax  % 

MANAGED  LARGE-CAP  FUNDS 

12.57 

9.36 

LARGE-CAP  INDEX  FUNDS 

14.42 

12.42 

MANAGED  SMALL-CAP  FUNDS 

13.43 

11.03 

SMALL-CAP  INDEX  FUNDS 

10.64 

7.65 

DATA:  MORNINGSTAR  INC. 

The  appeal  of  index  fu 
isn't  obvious  at  first.  T 
trudge  along,  doing  no  bei  l'm 
and  no  worse  than  the  mai 
they  reflect.  But  in  the  L 
run,  these  funds  may  b 
case  of  slow  and  steady  w 
the  race.  Academic  stu( 
show  they  offer  better 
turns  than  many  activ 
managed  funds.  In  fact,  o 
the  past  five  years,  only 
out  of  1,543  actively  mana 
funds,  including  Fidelity  C 
tra  Fund,  Brandywine, 
Vista  Growth  &  Income,  I: 
the  s&p  index  each  year, 
cording  to  Morningstar.  A 
cent  New  York  Univen 
study  found  that  on  aven 
from  1965  to  1984,  any  cor 
nation  of  large-cap,  small-i 
and  bond-index  funds  yiel 
1.4%  more  than  mana; 
funds  per  year. 

Index  funds  have  two  ot 
advantages  over  mana 
funds.  Transaction  and  s 
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are  minimal:  The  aver- 
;xpense  ratio  is  0.18%,  vs. 
'/o  for  managed  funds. 
3  important,  because 
s  is  little  turnover,  you 
;  take  as  big  a  hit  from 
5  on  capital  gains.  Accord- 
,o  a  report  last  April  in 
Journal  of  Portfolio  Man- 
tent,  after  taxes,  only  five 
)f  72  funds  outperformed 
issively  managed  index 
1982  to  1991.  Since  in- 

funds  typically  have  a 
over  of  10%  to  20%  (the 
?  rate  is  about  5%),  and 
ely  managed  funds  easily 

100%  turnover,  the 
iged  accounts  will  in- 
se  your  capital  gain, 

Scott  Thornton,  a 
folio  manager  at  Di- 
sion  Fund  Advisors. 

Stanford  University 
y  commissioned  by 
>unt  broker  Charles 
/ab  &  Co.  last  April 
s  this  up.  It  showed 

from  1963  through 
,  a  high-tax-bracket 
stor  who  reinvested 
'tax  distributions 
d  end  up  with  only 

of  the  pretax  re- 
s  reported  by  man- 
funds  in  their  ad- 
ising  and  annual 
rts.  Middle-tax-brack- 
lvestors  would  real- 
>nly  55%  of  the  re- 
sd  performance. 
I  WIRE.  If  you  have 
stomach  for  riskier 
s,  you  can  trade  in- 
futures  and  options, 
h  are  essentially  bets 

the  market  will  go 
r  down.  So  if  you're 
sted  in  an  s&P  fund 

think  there's  a  cor- 
on  ahead,  you  could 

put  options  to  sell 
x  futures  at  the  cur- 
price— and  make 
:  any  money  you  might 

if  the  market  falls.  But 
e  are  moves  that  only  ex- 
ceed traders  should  try. 
)r  less  experienced  inves- 

it's  important  to  have  an 

of  how  different  indexes 
composed.  Most  are  bro- 
down  into  large,  midsize, 

small-cap  companies.  A 
zany's  capitalization  is  de- 
lined  by  multiplying  the 
ber  of  outstanding  shares 


available  to  the  public  by  the 
share  price.  They're  further 
divided  into  "styles"  that  spe- 
cialize in  value  or  growth  com- 
panies. Value-index  companies 
tend  to  have  low  price-to-earn- 
ings  ratios  and  higher  divi- 
dends than  growth  companies. 

Some  benchmarks  are 
weighted  more  heavily  in  one 
sector  than  in  others.  The 
Nasdaq  composite  has  a  slight 
bias  toward  technology  stocks, 
while  the  Russell  2000  has  a 
lot  of  financial  companies.  On 
the  international  front,  Mor- 
gan Stanley's  Europe,  Austra- 


given  class  of  stocks  don't 
vary  all  that  much,  shop  for 
the  cheapest.  Vanguard  offers 
the  largest  choice  at  the  low- 
est rates.  Its  nine  funds  range 
from  large-cap  to  internation- 
al to  bond  funds,  with  fees 
around  0.19%.  Fees  on  its 
international  funds  are  higher, 
from  0.25%  to  1%,  because 
these  stocks  are  less  liquid 
and  require  extra  analysis. 
The  minimum  investments  are 
$3,000.  You  can  switch  around 
among  Vanguard's  index 
funds,  but  some  switches, 
such  as  large-cap  to  small, 


AN  INDEX  OF  THE  INDEXES 


DOW  JONES  INDUSTRIAL  AVERAGE  The  oldest  and  most  well  known 
benchmark,  the  Dow  represents  only  30  companies.  It  reflects  the  mar- 
ket moves  in  a  given  day,  but  only  represents  20%  of  the  market,  which 
is  comprised  of  some  6,500  companies.  Since  Dow  companies  are 
weighted  by  stock  price  instead  of  capitalization,  it  can  assign  equal 
value  to  companies  of  vastly  different  sizes. 

STANDARD  &  POOR'S  500  The  S&P  represents  500  companies— almost 
all  large-capitalization  stocks  traded  on  the  New  York  Stock  Ex- 
change— but  these  make  up  80%  of  the  market's  overall  value.  A  com- 
mittee periodically  adds  or  subtracts  companies  from  the  list  based  on 
which  ones  are  dominant  in  various  industry  sectors.  The  S&P  400,  de- 
spite its  billing  as  a  mid-cap  index,  also  tends  to  be  skewed  toward 
bigger  companies. 

RUSSELL  3000  Russell  divides  up  the  market  into  3,000  stocks  represent- 
ing 98%  of  the  total  equity  market  capitalization.  The  top  1 ,000  form  a 
large-cap  index  (Russell  1000),  and  the  bottom  2,000  form  the  widely 
used  Russell  2000  for  small-cap  stocks.  Because  the  Russell  indexes  are 
calculated  purely  by  size — not  by  committee — some  argue  they  are 
truer  reflections  of  given  segments. 

NASDAQ  COMPOSITE  It  lists  all  the  companies  in  the  National  Market 
System — stocks  that  are  traded  only  over  the  counter  and  not  on  an  ex- 
change. These  tend  to  be  small  companies,  which  graduate  to  the  NYSE 
or  AMEX  as  they  grow.  Notable  exceptions  such  as  Microsoft  and  MCI 
distort  this  benchmark,  making  it  more  mid-cap  index  than  small-cap. 

WILSHIRE  5000  This  index  truly  does  represent  all  6,500  stocks  traded  in 
the  U.S.  for  which  price  data  is  available  (there  were  only  5,000  when 
it  started).  Wilshire  breaks  these  down  into  large-cap  (Wilshire  750), 
mid-cap  (Wilshire  Next  1 750),  and  small-cap  indexes. 

DATA:  BUSINESSWEEK 


lia  Far  East  index  has  a  dis- 
proportionate chunk  (41%)  of 
holdings  in  Japan.  Your  pick 
should  also  reflect  your  goals. 
"If  you're  close  to  retirement 
and  want  equity  exposure  but 
a  higher  yield  to  live  on,  a 
value  index  fund  might  be 
most  appropriate  because  it 
pays  out  more  dividends," 
says  Gus  Sauter,  a  Vanguard 
vice-president. 

Because  index  funds  in  a 


carry  transaction  fees  of 
about  1%.  If  you  want  a  truly 
diversified  long-term  invest- 
ment, go  for  Vanguard's  to- 
tal-stock-market portfolio, 
which  is  based  on  the  Wil- 
shire 5000  index.  Schwab, 
which  offers  three  funds,  is 
slightly  more  expensive  at 
0.45%  for  its  large-cap  1000 
fund  and  0.60%  for  its  interna- 
tional fund.  But  its  minimum 
is  only  $1,000. 


Remember,  too,  that  as  the 
market  gyrates,  so  will  the 
funds.  During  the  1980s,  the 
s&P  basket  of  large-cap  stocks 
was  king.  Through  the  mer- 
ger-and-acquisition  boom  and 
the  recession,  big  companies 
got  bigger  or  held  their  own, 
while  the  small  fry  suffered. 
But  since  small  caps  started 
stealing  the  show  when  the 
economic  recovery  kicked  in, 
S&P  index  funds  have  been 
looking  a  bit  peaked.  An  over- 
all average  return  for  the 
1980s  had  the  S&P  at  404%, 
vs.  288%  for  the  Russell  2000. 
In  the  '90s,  the  S&P  is  up 
45%,  compared  with  61% 
for  the  Russell. 
HIDDEN  TREASURE.  Index 
funds  are  a  good  idea  if 
you  want  to  invest  in  a 
broad  domestic  market 
product.  But  some  would 
argue  against  index 
funds  for  small  caps  and 
international  stocks. 
These  are  areas  where 
in-depth  analysis  and  the 
selective  stock-picking  of 
a  good  manager  can  pay 
off,  certainly  in  the  short 
run.  With  large-cap  com- 
panies, whose  finances 
and  operations  are  fol- 
lowed by  the  press  and 
pundits,  it  can  be  hard 
for  managers  to  ferret 
out  undiscovered  jewels. 
John  Markese,  president 
of  the  American  Associa- 
tion of  Individual  Inves- 
tors, says  he  would  avoid 
small-cap  index  funds, 
but  "in  the  most  efficient 
markets,  like  the  blue 
chips,  index  funds  make 
a  lot  of  sense  to  cut 
costs." 

Finally,  it  comes  down 
to  your  tolerance  for  vol- 
atility and  your  time  ho- 
rizon. If  you  want  to 
stick  your  money  in  stocks 
and  ignore  the  market's  gy- 
rations, index  funds  are  a 
good  bet.  If  you  want  to  pick 
your  own  stocks  and  funds  or 
have  someone  actively  trade 
for  you,  you  might  prefer  to 
pay  the  extra  fees  and  taxes 
for  the  privilege— and  the  po- 
tential of  higher  returns.  At 
least  with  index  funds,  you'll 
know  you  can't  do  worse  than 
the  market.  Pam  Black 
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HOME  WARRANTIES: 
LOOK  BEFORE  YOU  LAUGH 


I  ome  warranties,  which 
I  can  be  purchased  to  cov- 
er mechanical  systems  and 
major  appliances  when  you 
buy  a  previously  owned 
home,  are  generally  consid- 
ered of  questionable  value. 
But  policies  have  improved 
and  are  becoming  more  pop- 
ular, especially  in  states 
where  they  are  highly 
regulated. 

The  best  news  for  home 
buyers  is  that  you  can  now 
often  get  them  for  free. 
Home  sellers  and  realtors 
are  increasingly  throwing 
them  into  deals  to  attract 
buyers  and  protect  them- 
selves against  being  sued  by 
unhappy  customers.  Other- 
wise, home  buyers  will  find 


In  California,  65%  of 

existing-home 
buyers  choose  them 


the  policies  pricey— even 
though  they  could  be  a  life- 
saver  if  your  dream  home 
proves  to  be  a  lemon. 

These  are  different  from 
the  10-year  warranties  on 
the  structure  of  new  homes 
that  are  sometimes  offered 
by  builders.  Backed  only  by 
the  building  company,  those 
warranties  are  useless  if  the 
builder  goes  bankrupt. 

Warranties  on  existing 
homes  are  offered  by  inde- 
pendent home-warranty  com- 
panies to  cover  repair  or  re- 
placement of  heating, 
electrical,  plumbing,  and  other 
systems,  as  well  as  built-in 
major  appliances  such  as 
stoves  and  dishwashers.  They 
exclude  "pre-existing  condi- 
tions'" but  don't  require  a 
home  inspection.  Warranty 
companies  rely  on  real  estate 
agents  to  attach  policies  to 
homes  in  good  working  order. 


Beyond  that,  there's  little 
consistency  among  policies. 
Premiums  range  from  $250 
to  $500  for  one  year  plus  $35 
to  $100  each  time  you  re- 
quire service.  Customers  call 
the  warranty  company  di- 
rectly, which  then  dispatches 
repair  people.  Some  compa- 
nies cover  pest  control  and 
washer/dryers,  while  others 
consider  these  extras  and  up 
the  premium  to  cover  them. 
HELP  welcome.  The  use  of 
home  warranties— and  their 
regulation— also  varies  wide- 
ly. In  California,  where 
they're  highly  regulated,  65% 
of  all  existing  homes  are  sold 
with  policies,  says  Marty 
Wool,  president  of  the  Home 
Warranty  Association  of  Cal- 
ifornia. But  nationwide,  only 
about  15%  of  pre-owned 
homes  sold  have  coverage. 

Other  lines  of  defense  pro- 
tect home  buyers,  says  Gill 
Woods,  president-elect  of  the 
National  Association  of  Re- 
altors. Sellers  are  required 
by  law  to  disclose  necessary 
repairs— and  home  inspectors 
should  sniff  out  any  big-tick- 
et problems  waiting  to  hap- 
pen. "By  that  time,  most  of 
the  problems  the  warranty 
would  cover  have  been 
ironed  out,"  he  says.  If  your 
home  requires  only  minor  re- 
pairs, the  warranty's  service 
charges  alone  could  equal  or 
exceed  those  costs. 

Wool,  however,  says  cus- 
tomers who  buy  the  policies 
use  them.  His  company, 
First  American  Home  Buy- 
ers Protection  in  Van  Nuys, 
Calif.,  averages  1.72  claims 
per  contract.  Home  warran- 
ties may  be  a  good  idea  for 
couples  who  scraped  togeth- 
er every  last  dime  for  a 
downpayment  and  have  no 
reserve  to  cover  emergen- 
cies. But  they're  the  best 
deal  for  people  who  can  get 
them  thrown  into  the  pur- 
chase for  free.    Amey  Stone 


THE  DEVILLE  CONCOURS:  TRYING  TO  TEMPT  BABY  BOOMERS 


Autos 


DOES  THIS  NEW 
CADDY  PLAY 
IT  TOO  SAFE? 


The  new  Cadillac  Deville 
Concours  is  supposed  to 
be  a  more  European- 
styled  version  of  the  standard 
Deville,  aimed  at  baby  boom- 
ers and  other  import  buyers. 
In  essence,  Cadillac  hopes  the 
Concours  will  be  to  the  De- 
ville what  the  well-received 
STS  was  to  the  Cadillac  Se- 
ville. The  STS  broke  the  Cadil- 
lac mold  to  offer  a  sportier, 
sleeker  car  while  retaining 
Cadillac's  grace  and  elegance. 
Its  eye-pleasing  styling  cer- 
tainly helped  to  convince 
shoppers  that  this  was  not 
their  father's  Cadillac.  Unfor- 
tunately, the  Concours  makes 
only  a  halfhearted  attempt  to 
break  from  its  sibling. 
OLD  FAVORITES.  Not  that  the 
new-for-'94  standard  Deville 
is  a  dud.  A  well-executed  up- 
grade from  its  predecessor,  it 
boasts  a  200-horsepower,  4.9- 
liter  V-8  engine,  and  speed- 
sensitive  steering  and  suspen- 
sion in  a  package  ac- 
commodating enough  to  seat 
six  comfortably.  It  offers  all 
the  Cadillac  strengths,  updat- 
ed for  the  '90s.  Those  buyers 
who  have  made  the  Deville 
the  perennial  best-seller  in  the 
Cadillac  stable  of  cars  will  not 
be  disappointed. 

The  Concours  differs  from 
the  Deville  in  some  features. 
Gone  are  the  standard  Dev- 
ille's  whitewall  tires,  hood  or- 
nament, and  chrome  Caddy 


m 

IC! 

10: 


medallion  on  the  pillar  oe: 
the  rear-passenger  windo' 
The  powertrain  features 
muscular  and  smooth 
horsepower  4.6-liter  North: 
engine  and  transmission, 
tion  control  provides  s 
gripping  during  starts  on  s 
pery  roads.  The  suspensioi 
tuned  to  give  a  firmer  r 
than  that  of  the  Deville. 

Still,  the  changes  don't 
far  enough.  Other  than 
ornamentation,  the  car's 
ternal  styling  is  the  sai 
more  staid  than  sleek.  A 
for  some  reason,  the  dasr. 
unchanged.  Chrome-edj 
buttons  on  the  radio  and 
er  controls  give  an  old-st 11 
feel  to  the  interior.  Digi  i( 
displays  of  speed,  gallons 
gasoline  left,  time,  tempt  !7 
ture  inside  and  out,  and  m 
age  produce  information  o\ 
load.  You  can  turn  off  all 
the  speedometer— if  you  d( 
care  how  close  your  fuel  U 4 
is  to  empty. 

Plus,  the  stnated  wood 
pliques  around  the  radio  hi 
a  flimsy  feel  unbecoming 
luxury  car,  and  engine  nclf; 
during  hard  accelerations 
the  Concours  is  louder  tl 
on  comparable  import  mod 
from  Lexus  and  BMW. 

The    Deville  starts 
$32,990,  while  the  Conco 
opens  at  $36,590.  Oddly,  id 
tical  options  are  not  pri< 
identically.  For  example,  hi 
ed  front  seats  are  $310  on 
Deville  but  cost  $120  on 
Concours.  The  price  br< 
probably  reflects  the  awa 
ness  that  the  Concours 
more  expensive  to  begin  w  \ 
But  it  might  not  be  enoi 
to  win  buyers  over  to  the  c 
er  virtues  of  Cadillac's  n 
model.  Jim  Tre 


: 


r 

:■: 
u 


140  BUSINESS  WEEK/APRIL  25,  1994 


PERSONAL  BUS 


capability :  executive  programs 


THE  REALITIES  OF 
THE  VIRTUAL  OFFIC 


eated  by  Business  Week 
association  with: 

icroAge 

fosystems  services 
eakcrs  include: 

Y  Cm  AT,  CEO  and  Chairman, 
'iat-Day  Inc.  Advertising 

ICHAEL  L.  JOROFF,  PH.D. 

rector,  Research  and  Special  Planning, 
lip  IT  School  of  A  rchitecture  and  Planning 

UL  SAFFO,  Director,  Emerging 
chnologies.  Institute  for  the  Future 

AN  P.  HALD,  Vice-Chairman 
d  Co-Founder,  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


The  reality  is  -portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  -  instantly. 

Taking  control  of  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies. 


A1icro4ge* 

FOSYSTEMS  SERVICES 


For  CIOs,  advertising,  sales,  marketing, 
purchasing,  personnel,  data  processing, 
planning  &  development,  commu- 
nications and  engineering  executives, 
and  other  senior  managers  who  wish 
to  take  hold  of  latest  technologies  and 
management  strategies,  while  making 
direct  contact  with  top-level  technology 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


register  for  The  Virtual  Offce  conference, 
l  the  Business  Week  Registrar  at 
00)  821-1329,  fax  your  response  to 
1 2)5 1 2-628 1 ,  or  mail  this  coupon  to: 


n  McKenna 

isiness  Week  Executive  Programs 
21  Avenue  of  the  Americas,  36  th  floor 
■w  York,  NY  10020 


ft 


BusinessWeek 


:XECUTIVE 
ROG  RAMS 


N  A  M  E 

Title 

Company 

Address 

Telephone 

Facsimile 

Pr  i  m  \  v\  Hi  mm 
Fee:  $575 

Bill  my:               c  American  Express 

Annual  Revenue 

□  Check  Enclosed 

□  Mastercard 

□  Bill  me 

□  Visa 

Accoun  r  Numbi  r 

Expiration  Date 

might  1994  McGraw-Hill,  hi 


Signature 

CANCELLATION  POLICY 

All  cancellations  must  be  received  in  writing.  Those  postmarked  after  May  31,  1994  will  be  subject  to  a  service  charge  of  $150.  Registrants 
who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee  You  may.  if  you  wish,  send  a  substitute. 
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'ersonal  Business 


■  ndividual  purchasers  of 
I  municipal  bonds  have  typ- 
H  ically  been  at  a  disadvan- 
tage. With  no  central  listing 
they  can  turn  to  for  daily 
prices,  and  with  wide  varia- 
tions in  quotes  from  dealer  to 
dealer,  they  have  no  easy  way 
of  determining  what  their 
bonds  are  worth.  Instead, 
they  have  to  trust  their  bro- 
ker—a tactic  that  can  prove 
costly— or  constantly  go  out 
and  solicit  alternative  quotes. 

The  confusion  in  the  muni 
market  has  been  driven  home 
in  recent  weeks  as  stocks  and 
bonds  have  taken  their  roll- 
er-coaster ride.  While  inves- 
tors in  corporates  and  Treas- 
uries could  at  least  open  a 
paper  to  see  just  how  badly 
their  bonds  were  doing,  the 
average  muni  owner  was 
left  dangling,  without  a 
price  in  sight. 

Efforts  are  being  made  to 
change  that.  For  the  first 
time  in  a  decade,  the  New 
York  Stock  Exchange  is  list- 
ing new  issues  from  the 
states  of  California  and  Con- 
necticut and  from  New 
York's  Urban  Develop- 
ment Corp.  Underwriters  say 
other  issuers  are  considering 
this  option,  too.  The  goal  is 
to  generate  actual  prices  at 
day's  end  that  can  be  pub- 
lished in  newspapers.  The  big 
drawback  is  that  a  quote  can 
appear  only  after  the  bond 
trades  on  the  NYSE  floor— and 
since  early  March,  when  the 
first  of  these  offerings  made 
its  exchange  debut,  there  has 
been  only  one  trade.  Still, 
"people  need  to  know  they 
can  look  for  these  securities  in 
the  paper  and  that  they  can 
literally  buy  them  through  the 
exchange,"  says  Ian  MacKin- 
non, head  of  fixed-income  in- 
vestments at  Vanguard 
Group. 

As  part  of  its  inquiry  into 
many  aspects  of  the  munici- 
pal-bond market,  including  po- 
litical contributions  to  issuers, 


Investing; 


WHAT'S  THAT  MUNI  WORTH 
IN  THE  REAL  WORLD? 


the  Securities  &  Exchange 
Commission  is  also  exploring 
ways  to  provide  the  public 
with  more  information  about 
pricing.  For  example,  in  most 
retail  transactions,  brokers 
build  a  commission  into  the 
price— often  without  disclos- 
ing it  to  the  buyer  or  seller. 


bond  market  is  a  tough  one  to 
tackle.  If  each  of  the  1.5  mil- 
lion outstanding  issues  were 
quoted  in  the  daily  paper,  the 
list  would  dwarf  the  regular 
stock  tables.  A  new  issue  may 
contain  as  many  as  20  matur- 
ities, each  with  distinctive  call 
features  giving  the  is- 


THE  SPREADS  IN  MUNI  BONDS 

Issue 

Low  bid* 

High  offer* 

NEW  YORK  ENVIRONMENTAL  FACILITY  CORP. 
AA,  14  yr,  5.75%  coupon  noncallable 

$1,025.80 

$1,067.50 

NEW  YORK  STATE  GENERAL  OBLIGATION 

A,  7.25%  coupon,  1 1  yr,  2-yr  call  at  102.5 

936.25 

976.25 

TARRANT  COUNTY  TEXAS  HEALTH  FACILITY 

AAA,  6%  coupon,  27  yr,  noncallable 

884.68 

962.66 

AUSTIN  TEXAS  UTILITY  SYSTEM  REVENUE 

AAA,  7%  coupon,  22  yr,  7-yr  call  a\  102 

993.82 

1,064.17 

'Apr  1),  1 994;  prices  from  various  brokers  are  based  on  5-bond  lots  per  S1.000  invested      DATA  BUSINESS  WEEK 


The  cut  can  range  from  0.5% 
to  5%,  meaning  that  retail  in- 
vestors can  pay  as  much  as 
$50  for  every  $1,000  invest- 
ed. The  sec  has  proposed  that 
brokers  be  required  to  inform 
customers  of  the  markup. 
The  thinly  traded  muni- 


deem  before  maturity.  This 
can  affect  the  price  in  any  giv- 
en interest-rate  environment. 
After  a  period  of  active  trad- 
ing upon  release,  the  vast  ma- 
jority of  muni  bonds  disappear 
into  private  portfolios. 

It's  important  to  keep  your 


eyes  open  when  dealing  vuT 
muni  bonds.  "People  needjr 
understand  how  to  operaT 
not  just  where  to  invef 
says  Bob  Andres,  a  Phila<jr 
phia-area  money  manager; 
you  want  to  buy  or  sell  bof ' 
or  simply  price  the  ones  $ 
own,  there  are  sensible  w!?~ 
to  proceed. 

■  Get  two  or  three  quotes 1 

lot  of  people  would  rati 
avoid  the  hassle,  but  thew 
usually  surprised  by  h 
much  evaluations  can  difi 
Ask  for  bid  and  offer  pric 
retail  investors  can  encounl 
spreads  of  three  points 
more. 

■  If  you're  selling,  ask 
broker  to  put  Hie  bond  "0 
lor  bid"  and  let  the  sti 
decide  on  the  price.  To  chij1 
liquidity,  ask  your  broker  h<  — 
many  entries  there  are  for  1  1— 
bond  in  The  Blue  List,  wh!  !w 
tracks    dealers'    of  ferini  Bw 

Large,  nationally  known  ikpo 
sues  tend  to  mainti  ^ 
the  greatest  liquidity  ~ 

■  Don't  take  the  ei: 

a          .  j      i        .      .  BOM 
mated  value  of  a  bo- 

in  your  monthly  broke' 

age  statement  for  grantc  ^ 

Many    munis    are    valu  IlilGI 
through  "matrix  pricing,"^:- 
mathematical  method  prov  ™ 
ed  by  a  handful  of  servic 
such  as  Muller  Data  and  J.  Pm 
Kenney  s&P  Evaluation  Ser- 
vices. The  trouble  is,  mati 
pricing  generally  provides  ~;~ 
institutional  price,  or  one  t  -: 
bond  would  yield  in  a  $1 
lion  trade  instead  of  the  mu  ^  K 
smaller  blocks  typical  of  in<  if> ' 
vidual  investors.  t: 

■  Inquire  about  markup. 
the  broker's  cut  is  too  higj^ 
negotiate  it  down— or  tail  — 
your  business  elsewhere. 

■  If  you  want  to  invest  lei 
than  $25,000,  stick  with 
bond  fund.  They're  mu< 
more  liquid  than  individuj 
bonds,  they're  managed 
pros  who  can  decipher  t\t{ 
market,  and  they  take  awayr 
lot  of  worry.    Louise  Namet 


Worth  Noting 


m  ESTATE  TOOL  If  you're  in- 
volved in  overseeing  the  fi- 
nancial affairs  of  a  deceased 
or  dying  person,  you  may 


want  to  take  a  look  at  the 
American  Institute  of  Certi- 
fied Public  Accountants'  help- 
ful 24-page  booklet.  For  just 
$2,  Settling  an  Estate:  Under- 
standing Probate  and  Estate 
Administration  includes  sec- 


tions on  selecting  an  execu- 
tor and  contesting  a  will.  Call 
800  862-4272  to  order. 
■  FED  REGS.  Owners  of  small 
companies  can  keep  abreast 
of  the  latest  key  government 
rules  with  the  Smcdl  Business 


Handbook:  Laws,  Regulation^ 
and  Technical  Assistance  S& 
vices.  You  can  get  the  Labipc 
Dept.'s  free  guide  by  writirt 
to  the  Consumer  Informatk1 
Center,  Dept.  574A,  Pueblf. 
Colo.  81009. 
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IP  3DUCTION 

Cl!  je  from  last  week:  -0.1% 
Q  je  from  last  year  1.1% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  8.4% 


Apr.  2 
233.0 


Apr  2 
190  4 


Mar.  26 
190  6r 


218  . 


Apr. 
1993 


Apr 
Ivv.J 


212 


lllllllllll 


Mar  26 
232  8r 


Apr 

1VV3 


Aug 
1993 


Dec. 
1993 


Apr. 
1994 


production  index  edged  lower  in  the  week  ended  Apr.  2.  Output  of  both 
and  trucks  fell,  as  did  production  of  paper  and  paperboard.  Rail  freight  traffic 
declined.  Steel  output  rose,  along  with  production  of  electric  power  and  coal, 
oil  refining  and  lumber  output  were  unchanged.  Before  calculation  of  the  four- 
average,  the  index  fell  to  190.1  from  190-7,  and  the  monthly  index  dipped  to 
March  from  191  in  February. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc 


The  leading  index  rose  slightly  in  the  week  ended  Apr.  2  The  pace  of  real 
estate  loans  picked  up  On  the  downside,  stock  prices  fell  sharply,  and  bond  yields 
posted  a  steep  increase.  Also,  materials  prices  grew  more  slowly,  as  did  the  M2 
money  supply.  Data  for  failures  of  large  businesses  and  initial  claims  for 
unemployment  insurance  were  not  available.  Before  calculation  of  the  four-week 
average,  the  index  fell  to  233  2  from  233.3  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 


Latest 
week 


Week 
ago 


%  Change 
year  ago 


Latest 
week 


Week 
ago 


%  Change 
year  ago 


(4/9)  thous.  of  net  Ions 

1,899 

1,898# 

6.3 

STOCK  PRICES  (4/8|S&P500 

446  65 

45095 

4  2 

5  (4/9)  units 

120,978 

109,989r# 

9.2 

CORPORATE  BOND  YIELD,  Aaa  (4/8) 

7.90% 

7.65% 

6.2 

(S  (4/9)  units 

103,143 

92,146r# 

30.1 

INDUSTRIAL  MATERIALS  PRICES  (4/8) 

97.9 

97  4 

1.2 

RIC  POWER  (4/9)  millions  of  kilowatt-hours 

52,423 

53,607# 

1.1 

BUSINESS  FAILURES  (4/1) 

NA 

NA 

NA 

E-011  REFINING  (4/9)  thous.  ofbbl./day 

13,188 

12,870# 

0.3 

REAL  ESTATE  LOANS  (3/30)  billions 

$418.8 

$417. 3r 

0.5 

(4/2)  thous.  of  net  tons 

20,703# 

21,823 

15.0 

MONEY  SUPPLY,  M2  (3/28)  billions 

$3,551.4 

$3,551.3r 

0.1 

(BOARD  (4/2)  thous.  of  tons 

862.6# 

866.4r 

2.7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/26)  thous 

331 

340 

5.4 

t  (4/2)  thous.  of  tons 


809.0# 


819.  Or 


1  6 


ER  (4/2)  millions  of  ft. 


468. 4# 


475.5 


1  1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


FREIGHT  (4/2)  billions  of  ton-miles 


21. 3# 


22.2 


3  4 


!(  :es:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
i  :an  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA2,  Association 
jrican  Railroads 


EIGN  EXCHANGE 


Latest 

Week 

Year 

week 

ago 

ago 

«SE  YEN  (4/13) 

104 

105 

113 

IAN  MARK  (4/13) 

1.71 

1.71 

1.61 

SH  POUND  (4/13) 

1.48 

1  47 

1.54 

CH  FRANC  (4/13) 

5  86 

5  86 

5.43 

tDIAN  DOLLAR  (4/13) 

1.37 

1.38 

1.26 

S  FRANC  (4/13) 

1.44 

1.45 

1.47 

CAN  PESO  (4/13)' 

3  363 

3  361 

3.093 

ces:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
i>,  pel  I  expressed  in  dollars 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

)  (4/13)$/troyoz. 

378  500 

383  900 

11.9 

.  SCRAP  (4/12)  #1  heavy,  $/ton 

137.50 

135  00 

29  1 

DSTUFFS  (4/11)  index,  1967=100 

217.3 

217  3 

4.8 

'ER  (4/9)  C/lb. 

90  8 

92.5 

-7.3 

AINUM  (4/9)  c/lb. 

62  0 

63  5 

19.2 

AT  (4/9)  #2  hard,  $/bu. 

3.67 

3.61 

-0.8 

ON  (4/9)  strict  low  middling  1-1/1 6  in.,  C/lb. 

72.93 

73.17 

28  9 

ces:  London  Wednesday  final  setting,  Chicago  market,  Commo 
Kansas  City  market,  Memphis  market 

dity  Research  B 

jreau,  Metals 

MONTHLY  ECONOMIC  INDICATORS 

Latest 

Month 

%  Change 

month 

ago 

year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Mar ) 

190  4 

191.0 

1  4 

BUSINESS  WEEK  LEADING  INDEX  (Mar.) 

232  9 

233  lr 

8.3 

CONSUMER  PRICE  INDEX  (Mar.) 

147.2 

146  7 

2.6 

RETAIL  SALES  (Mar )  billions 

$182.3 

$181.5 

8  9 

Sources:  BW,  CIBCR,  BLS,  Census  Bureau 

1 .'. !, ! 1 1 M ii  1 : 1 . ! !  J  W. I  ^HHHHHMi 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

MONEY  SUPPLY,  Ml  (3/28) 

$1,146.4 

$l,143.2r 

10.6 

BANKS'  BUSINESS  LOANS  (3/30) 

287.7 

286.0 

3.2 

FREE  RESERVES  (3/30) 

782r 

l,022r 

-33.4 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/30) 

145  8 

150.1 

2.4 

Sources:  Federal  Reserve  {in  billions,  except  for  free 

reserves,  which 

are  expressed  for  a  two- 

week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 

Week 

Year 

week 

ago 

ago 

FEDERAL  FUNDS  (4/12) 

3.24% 

3.45% 

2.93% 

PRIME  (4/13) 

6  25 

6.25 

6  00 

COMMERCIAL  PAPER  3-MONTH  (4/12) 

3.95 

3  87 

3  16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/13) 

3  89 

3  83 

3.09 

EURODOLLAR  3-MONTH  (4/8) 

3  90 

3.79 

3  1  1 

Sources:  Federal  Reserve,  First  Boston 


v  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
estern  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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INVESTMENT  CHALLENGE 


WINNERS 


End  of  Competition  •  Values  as  of  3/31/94 


Here  are  the  winners  of  ihe 
Fidelity  Investment 
Challenge.  On  February  I, 
over  5.5(10  amateur  investors 
began  trading  with  a  fictional 
250.IMH)  portfolio.  Over  the 
course  of  the  next  2  months, 
they  bought,  sold,  and  short 
sold  stocks  listed  on  Ihe 
NYSE,  AMEX.  andOTC. 


The  winner  will  receive  a 
1994  Lincoln  Mark  VUl  plus 
s 2,000  in  cash.  Other  winners 
will  win  cash,  financial 
software  and  Market  Master 
(  shirts  for  their  performance. 
Congratulations  to  all  who 
participated 


THE  TOP  30  AMATEUR  INVESTORS 


Rank 

Investor 

City.  State 

Equity  Value 

1 

John  E.  Bragdon 

Camp  Springs.  MD 

$409,863 

? 

Yitzhak  Peykai 

Brooklyn.  NY 

$381,339 

3 

Raymond  Olson  Ji. 

Ocean  Grove.  NJ 

$349,183 

4 

James  Fallei 

Drums.  PA 

$344,012 

5 

Leonard  Kosson 

Cliflside  Park.  NJ 

$336,915 

6 

Renjamin  Ridge 

Ripley.  MS 

$336,334 

7 

Tim  Hasara 

Springfield.  IL 

$335,304 

Jackie  Majors 

Clinton,  MS 

$331,025 

9 

Richard  Bruce 

Cincinnati.  OH 

$330,716 

10 

Charles  Jewett 

Foster  City.  CA 

$330,475 

11 

Eric  Gee 

San  Francisco.  CA 

$329,195 

12 

Michael  Wishnei 

New  York,  NY 

$323,623 

13 

Daniel  M  Groff 

Tolland,  CT 

$323,314 

11 

Gregory  Spencer 

Sarasota.  FL 

$315,381 

15 

Chris  Costanzo 

Austin.  TX 

$314,397 

IB 

Jim  Gingrich 

Okeene.  OK 

$313,274 

17 

Charles  Lechiaro 

West  Newton,  MA 

$312,495 

19 

Mike  Lambert 

Medloid,  MA 

$311,790 

19 

Julia  M.  Russell 

Orange  City,  FL 

$311,747 

20 

Edwin  Soto 

Boston,  MA 

$310,953 

21 

Daniel  Stuart 

Kennei,  LA 

$308,189 

2? 

Robert  C.  Peterson 

Mount  Dora,  FL 

$306,671 

23 

Jerry  Gerhardt 

Alameda,  CA 

$306,536 

21 

Bogdan  Brycki 

Mount  Laurel.  NJ 

$304,914 

25 

Rita  Latham 

Arlington,  TX 

$304,195 

26 

Scott  Testa 

Blue  Bell,  PA 

$303,484 

27 

Howaid  Biombeig 

Palo  Alto,  CA 

$303,011 

28 

Joel  Cooper 

New  Hyde  Park.  NY 

$302,686 

29 

Jeff  Goldberg 

Hillside.  NJ 

$302,492 

30 

Mark  Herman 

Boston.  MA 

$300,916 

THE  COMPETITION  UP  CLOSE 

Average  Portfolio  Value  $218,291 

Average  Percentage  Increase  -12.68% 

Average  Number  ol  Trades  Dsed  21 

Portfolio  Value  of  the  100th  Ranked  Account  $277,902 

The  Fidelity  Investment  Challenge  is  Sponsored  Ry 


Fidelity  ft  3  Investments 

^9     *  Discount  Brokerage 

With  Special  Thanks  To 

1  LINCOLN 
^MERCURY 


Index  to  Companies 

This  index  gives  the  starring  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


A&M  Records  112 
Amerada  Hess  54 
American  Express  26 
Ameritech  42 
Apple  Computer  132 
Arvida  122 
AT&T  42,  132 
AT&T  Bell  Laboratories  136 
Autofacts  International  33 
Autozone  52 

B 


Backer  Spielvogel 
Bates  102 

Bank  of  America  128 
Bank  One  8 
BBDO  Worldwide  102 
Bear  Stearns  42,  52 
Bendix  57 
Bethlehem  Steel  57 
Blackstone  Group  16 
BMC  Software  131 
Boeing  51,  136 
Borden  42 
Boston  Chicken  42 
Brandywine  138 
Bristol-Myers  Squibb  126 
British  Airways  102 
Brown  &  Williamson 

Tobacco  102 
Browning-Ferris 

Industries  30 

C 


Deutsche  Bank  42 
Dimension  Fund  138 
DRI/McGraw-Hill  34 
Dun  &  Bradstreet  26,  57 
DuPont  102 


Eli  Lilly  57 
EMI  Music  112 
Estate  Funding  34 

F 


Cable  &  Wireless  50 
Cadence  Design 
Systems  132,  135 
Cadillac  140 
Campbell  Soup  102 
Candle  131 

Caremark  International  126 
Castle  Rock 

Entertainment  112 
Centex  34 
Challenger,  Gray  & 

Christmas  26 
Charles  Schwab  138 
Chips  &  Technologies  132 
Chrysler  33,  40,  102,  146 
Ciba-Geigy  30,  51 
Cisco  Systems  52,  54 
Coca-Cola  6,  52 
Collett  International  135 
Continental  Bank  122 
Credit  Lyonnais  1 12 
Cyrix  132 

D 


D&B  Software  131 
Daimler  Benz  42 
Daini  Denden  50 
Dallas  Semiconductor  132 
Detroit  Renaissance  104 


Federated  Department 
Stores  6 
Fiat  146 

Fidelity  Contra  Fund  138 
Fidelity  Investments  6,  10 
First  Bank  System  8 
Ford  33,  132 


Gartner  Group  131 
GE  30,  35,  38,  146 
General  Magic  132 
GM  10,  33,  128 
Godrej  &  Boyce  38,  35 
Goldman  Sachs  116 
Gramercy  Pictures  112 

H 


HDL  Systems  132 
Helene  Curtis  102 
Herman  Miller  40 
Hirschfeld,  Stern,  Moyer  & 
Ross  52 

H.J.  Heinz  40,  42,  52 


I  A  Rabinowitz  126 
IBM  42,  131,  132,  146 

ICI  Seeds  136 
Institutional  Shareholder 

Services  52,  57 
Intel  51,  132 
International  Advisory 

Group  116 
International  Data  128 
International  Game 

Technology  52 
Interscope  112 
Island  Records  112 
ITT  Hartford  Insurance 

Group  30 


J.  Walter  Thompson  102 
JJ.  Kenney  142 
JMB  Realty  122 
Johnson  &  Johnson  102 
J. P.  Morgan  33 


Kemper  122 
KFC  42 
Kodak  146 

KPMG  Peat  Marwick  57 


Lante  128 
Large  Scale 
Computing  131 

Legent  131 
Lens  52 

L.M.  Ericsson  50 
Loews  116 
Lone  Star  Casino  126 
Lotus  Development  128 
LSI  Logic  132 

M 


Madison  Guaranty  Savings 

&  Loan  46 
Marvel  Entertainment 

Group  40 
Matsushita  48 
Mattel  52 
McGraw-Hill  28 
Medco  Containment 

Services  51,  126 
Mentor  Graphics  132,  135 
Merck  12,  51,  52,  126 
Merrill  Lynch  112,  122 
MGM/UA 

Communications  112 

Microsoft  128,  131 
MMS  International  28 
Morgan  Stanley  116,  138 
Morningstar  138 
Moss  Motors  33 
Motorola  46,  48,  50,  51, 
132,  136,  146 
Muller  Data  142 

N 


NEC  Technologies  102 
New  Line  Cinema  112 
NewTel  126 
Nike  40 

Nippon  Telegraph  & 
Telephone  50 
Nokia  50 

Northwest  Airlines  8,  52 
Novell  128 
NVR  34 
Nynex  50 

o 


Oracle  40 
P 


Pacific  Telesis  50 

Pearl  Meyer  &  Partners  57 

Pfizer  126 

Philip  Morris  57 

Philips  112 

Pioneer  Hi-Bred 

International  36 
PolyGram  112 
Price  Waterhouse  34,  128 
Primadonna  Resorts  126 
Procter  &  Gamble  102, 

146 

Propaganda  112 
Prudential  Securities  10, 
42,  122 


Rent-A-Wreck  54 
Republic  New  York  jLtJJf 
Securities  1 16 
R.H.  Macy  6 
Rhone-Poulenc  Rorer 
RJR  Nabisco  146 
Rockwell  International 


Ike  In 


S&P  Evaluation 

Services  142 
Saatchi  &  Saatchi  102 
Scott  Paper  52 
SSega  112 
S.G.  Warburg  50 
Siemens  112 
Smith  Barney  52,  126 
Smith  Hanley 

Associates  116 
Steinhardt  Partners  lit 
Sundstrand  46 


uo  profit 
bright ! 


1 


JUlfl 

Texas  Instruments  50,  »  <: 
135 

Tiger  Management  lltlf  .  i 
Time  Warner  40,  112 
Titan  126 
Tokyo  Digital  Phone 
Toyota  102 
Toys  'R'  Us  48 
Travelers  52,  146 
Tu-Ka  Cellular  Tokyo 

U 


Union  Carbide  57 
United  Airlines  8,  42 
Universal  Studios  112 
U.S.  Home  34 
U  S  West  50 

V 


Vanguard  138,  142 
Vigoro  36 
Vista  Growth  & 

Income  138 
VLSI  Technology  132 

W 


E 


Walt  Disney  40,  52,  54 
112,  146 

Warner  Music  Group  lliil 
Warner-Lambert  102 
Westinghouse  Electric  H  lit 
52 

Wheat  First  Securities  llf" 
Whirlpool  38,  35 
Wlliam  M.  Mercer  52 
William  Raveis  34 
Wilshire  Large  Cap  Valuejrjf 
Index  138 
Wolverine  World  Wide  L. 
Woolworth  32 
WordPerfect  128  L 
Working  Title  112 

Y 


Young  &  Rubicam  102 
Z 


Zeneca  Group  136 


For  information  on  upcoming  Fidelity  Challenges,  call 

1800  858.1994  Ext  35 


ivestment  Figures  of  the  Wee 


0» 
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•NTARY 

eeters  are  still  in  a  dour 
he  bond  market  could  not 
i  rally  even  after  good 
back  government  reports 
ion.  The  stock  market  also 
the  inflation  numbers, 
g  on  lower-than-expected 
s  from  leading  technology 
ies.  The  fear  was  that  the 
intments  may  be  more 
ead.  Equity  investors  need 
ood  profits  to  renew  their 
he  bright  spot  was  bank 
vhich  rallied  as  investors 
i  new  wave  of  mergers. 


STOCKS 

Apr.  Oct 


Apr  7-13 


BONDS 

Apr.  Oct 


Apr     Apr  7  13 


THE  DOLLAR 

Apr.      Oct.      Apr.     Apr  6-13 


:  446  26 
445  1500 


-0.5% 


1-week  change 
-0.4% 


I429.i 
1420 


1-week  change 
-0.1% 


52-week  change 
+2.5% 


1-week  change 
-0.6% 


KET  ANALYSIS 


>  change 


i.s;  rocics 

Latest 

Week 

52-week 

OV  )NES  INDUSTRIALS 

3661.5 

-05 

60 

IID  !  COMPANIES  (S&P  MidCap  Index) 

170.1 

-2.2 

4.8 

<V  COMPANIES  (Russell  2000) 

249.6 

-1.9 

10.8 

*IL  I  HPANIES  (Russell  3000) 

257.8 

-0.9 

05 

%  change  (local 

currency) 

Oil  ON  STOCKS 

Latest 

Week 

52-week 

ON  N  (FINANCIAL  TIMES  100) 

3145.8 

0.5 

10.7 

OK  (NIKKEI  INDEX)                      20,060  4 

1  8 

-2.3 

OR  TO  (TSE  COMPOSITE) 

4248  8 

-1.5 

17  1 

FUNDAMENTALS  

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 


S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 


latest 

Week  ago 

Year  ago 

3.64% 

3.65% 

2.88% 

7.26% 

7.25% 

6.76% 

2.92% 

2.82% 

2.78% 

20.4 

20.4 

22.2 

Latest 

Week  ago 

Reading 

465.7 

466  2 

Negative 

3 1 .0% 

29.8% 

Neutral 

0.49 

0.48 

Positive 

1.99 

1.93 

Positive 

USTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 


i change 


3 

-WEEK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

INEERING  AND  CONSTRUCTION 

6.0 

33.2 

FLUOR 

9.1 

27.1 

53% 

OR  REGIONAL  BANKS 

5.6 

-5.2 

FIRST  INTERSTATE  BANCORP 

15.1 

33.4 

78% 

jl  ii  mi  MANUFACTURING 

4.3 

-15.1 

LIZ  CLAIBORNE 

11.5 

-30  8 

25 '/2 

1 

WERS 

3.5 

6.4 

ANHEUSER-BUSCH 

5.3 

5.5 

52% 

i  ! 

CIALTY  APPAREL  RETAILERS 

3.4 

6  5 

LIMITED 

8.6 

-10.9 

20% 

■0 

-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

— 

ELS  AND  MOTELS 

-22.4 

30.1 

PROMUS 

-30.5 

39.4 

34% 

_ 

! 

REBUILDING 

14  4 

3.6 

KAUFMAN  &  BROAD  HOME 

-20.8 

4.3 

18% 

1 

APUTER  SOFTWARE  AND  SERVICES 

-13.7 

13.8 

NOVELL 

-29.7 

-47.3 

16% 

i 

AMUNICATI0NS  EQUIPMENT 

-13.2 

-1.4 

CISCO  SYSTEMS 

-22.5 

42.1 

31 

i 

ACC0 

-13.0 

2.8 

PHILIP  MORRIS 

-14.5 

3.8 

48 

TUAL  FUNDS 


MORNINGSTAR  INC 


ii  ERS 

'*  eek  total  return 


LAGGARDS 
Four-week  total  return 


4-week  total  return 


Average  fund 
52-week  total  return 


1  1  IGHT  EQUIFUND  ITALIAN  NATL.  FID.  EQTY.    10  7 

1  UIM  INVESTORS  STOCK  8  1 
!  |  BERTS0N  STEPHENS  CONTRARIAN  4  2 

Slj  ek  total  return  % 

ii  iEL  MIDAS  GOLD  66  1 

2  ITED  SERVICES  WORLD  GOLD  59  1 

3  i  IRGAN  STANLEY  INSTL.  EMERGING  MARKETS  58 .8 


STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -13  0 
FIDELITY  LATIN  AMERICA  -119 
AMERICAN  HERITAGE  -113 


52-week  total  return 


% 


STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -23  3 
PILGRIM  CORPORATE  UTILITIES  -215 
EXCEL  VALUE  -16  1 


I 


LATIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


D«  ir  amounts 

ro,  :sent  the  present 

v«  ;  of  $10,000 

ini  ted  one  year  ago 

in  ch  portfolio 

P(t  sntages  indicate 
H't  lay  total  returns 


Foreign  stocks 
$12,464 

+2.43% 


Gold 
$11,227 

-1.75% 


A, 

Treasury  born! 
$10,355 

+0.92% 


U.S. stocks 
$10,250 

-0.16% 


llll 


Money  market  fund 
$10,204 

+0.04% 


Mj  to  on  this  page  are  as  of  market  close  Wednesday,  Apr  13,  1994,  unless  otherwise  indicated. 
IntJ  y  groups  incuide  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Apr.  12.  Mutual  fund  retu 
detailed  explanation  of  tr  is 


re  as  of  Apr  8.  Relative  portfolios  are  valued  as  of  Apr 
is  available  on  request 
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Editorials  . 

CEO  PAY:  A  SKYROCKET  THAT  COULD  BACKFIRE 

ml 

mold  Schwarzenegger.  Michael  Jordan.  Stephen  King. 
B^k.  For  3  cars,  top  performers  in  mo\  ie  ,  sports,  and  pub 
^^^^lishing  have  come  away  with  the  lion's  share  of  re- 
wards in  their  industries.  But  now,  this  skewed  compensa- 
tion structure  is  permeating  the  business  world.  Income 
distribution  within  the  corporation  is  increasingly  unequal. 

Today,  most  CEOs  make  about  150  times  the  average  salary 
inside  his  or  her  own  company.  Back  in  1974,  CEOs  made  35 
times  the  average. 

Michael  Eisner,  CEO  of  Walt  Disney,  pulled  down  $203,010,590 
in  1993— about  half-a-million  dollars  a  day.  Sanford  Weill,  CEO 
of  Travelers,  came  in  second  with  $52.8  million.  A  record  502 
of  the  722  executives  polled  by  business  week  in  its  44th 
annual  Executive  Pay  Scoreboard  earned  more  than  $1  mil- 
lion in  pay  last  year  (page  52). 

Paradoxically,  one  reason  for  the  growth  of  this  new  CEO 
millionaires  club  was  the  Clinton  Administration's  misguid- 
ed attempt  to  limit  excessive  compensation  by  imposing  a  $1 
million  cap  on  the  deductibility  of  executive  pay.  Companies 
that  paid  their  CEOs  less  than  a  million  rushed  to  boost  their 
pay  to  the  new  "minimum  wage."  Ridiculous. 

So  the  big  questions  are  why  are  CEOs  getting  such  big 
bucks,  and  are  they  worth  it?  Unlike  the  '50s  and  '60s,  the 
'90s  are  a  decade  of  tremendous  economic  change.  Leader- 
ship counts  far  more  in  the  '90s.  Markets  have  gone  from 
mostly  domestic  to  totally  global,  while  technological  inno- 
vation is  creating  entirely  new  industries  and  destroying  oth- 
ers in  its  Schumpeterian  wake.  This  makes  for  big  opportu- 
nities and  bigger  risks. 

In  this  environment,  most  CEOs,  whose  six-figure  com- 
pensation is  tied  to  performance,  claim  they  deserve  their 
money.  By  picking  the  correct  strategies  for  their  companies, 
they  can  generate  huge  new  fortunes.  Choosing  the  wrong 
strategy  can  produce  disaster.  Just  compare  the  performance 

of  General  Electric  and  Westinghouse  over  the  past  decai', 
Or  Chrysler  and  Fiat. 

A  new  free-agency  market  in  scarce  CEO  talent  is  furtl 
boosting  executive  compensation.  In  the  past,  companies  c; 
tivated  their  top  execs  through  decades  of  internal  trainii 
Today,  with  management  ranks  downsized,  they  go  to  he; 
hunters  and  "buy"  the  best  on  the  open  market.  Competiti 
is  fierce.  Increasingly,  CEOs  are  jumping  their  own  ships, '] 
deed  entire  industries.  Louis  V.  Gerstner  Jr.  went  from  E 
Nabisco  to  IBM.  George  M.  C.  Fisher  jumped  from  Moton 
to  Kodak.  The  net  result  is  a  more  efficient  market  in  ex< 
utive  talent,  with  CEOs  acting  as  free  agents. 

But  what  of  the  growing  inequality  in  corporate  compc 
sation?  The  truth  is  that  global  competition  and  technolo; 
cal  change  is  affecting  everyone  inside  companies.  Empk 
ees  are  learning  to  team  up,  develop  technological  skills,  a 
work  a  lot  longer  and  harder.  CEOs  are  not  doing  it  alor 
Not  nearly. 

Yet  compensation  has  not  increased  very  much— if  at  ali 
for  the  minions.  Opening  the  global  marketplace  has  mea 
that  Indian  software  writers  and  Mexican  auto  assemble 
are  competing  in  the  same  job  markets  as  Americans. 

The  ferocity  of  this  competition  has  generated  a  rebir 
of  employee  productivity  that  is  truly  remarkable.  Mamifo 
turing  in  particular  has  seen  increases  of  4%  to  5%  a  ye 
for  nearly  a  decade  now.  Service  industries  are  beginning 
follow  this  pattern. 

The  marketplace  will  eventually  respond.  Already,  demai 
and  compensation  are  rising  for  a  whole  range  of  skills.  B 
meanwhile,  many  CEOs  are  reaping  a  disproportionate  sha 
of  the  rewards  of  hard-won  success.  Taking  home  tens  of  m 
lions  of  dollars  as  tens  of  thousands  of  employees  are  laid  c 
and  the  "survivors"  shoulder  heavier  workloads  builds  a  w< 
of  resentment  against  CEOs.  It  is  a  time  bomb  ticking. 

CONGRESS  SHOULDN'T  TRIM  HEDGE  FUNDS 

Ifffe  ailing  againsl  the  evils  of  the  unregul   ed  sr,  trillion 

DJr  derivatives  market  is  a  fast-growing,  bipartisan  sport 
Im  on  Capitol  Hill.  Last  fall,  the  House  Banking  Committee 
held  hearings  on  whether  the  explosive  growth  in  derivatives 
posed  a  threat  to  the  banking  system.  In  Junuary,  Repre- 
sentative James  A.  Leach  (R-Iowa)  called  for  a  commission 
to  study  these  arcane  instruments.  And  in  m  1- April,  Bank- 
ing Committee  Chairman  Henry  B.  Gonzalez  (D-Tex.)  held 
hearings  on  banks'  exposure  to  hedge  funds  (  >age  116). 

But  if  lawmakers  are  smart,  they'll  shy  a^  ay  from  new 
legislation.  True,  the  rate  spike  this  spring  bi  italized  some 
speculators  and  hurt  some  companies.  Prod  sr  &  Gamble 
took  a  $102  million  aftertax  charge  on  rate  sw  ips  that  went 
awry.  Biit  the  market  worked  well  and  stabih  '.ed  itself. 

Regulators,  auditors,  and  the  players  then  selves  are  al- 

ready  stepping  up  disclosure  and  oversight  of  derivative 
Banks  soon  will  provide  more  information  on  their  deriv; 
tive  positions  in  quarterly  reports,  thanks  to  the  Fed  ar 
the  Comptroller  of  the  Currency.  The  sec  is  pressuring  mi 
tual  funds  to  include  more  data  on  derivatives  in  prospe* 
tuses.  Accounting  firms  are  reviewing  controls  at  compank 
with  a  lot  of  derivatives  activity. 

Capital  requirements  for  banks  still  need  to  reflect  the  ii 
creased  reliance  on  derivative  trading  as  a  source  of  incom< 
The  Bank  for  International  Settlements,  the  central  banker: 
central  bank,  is  expected  to  alter  the  capital  rules  it  recon 
mends  by  yearend  to  reflect  this  market  risk. 

Regulatory  authorities  are  obliged  to  preserve  the  ii 
tegrity  of  the  financial  system.  They  will  soon  have  the  dai 
on  derivatives  to  do  that  without  any  further  legislation. 
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